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AGRICULTURE, RURAL DEVELOPMENT, FOOD 
AND DRUG ADMINISTRATION, AND RE-
LATED AGENCIES APPROPRIATIONS FOR 
2015

THURSDAY, APRIL 3, 2014. 

U.S. DEPARTMENT OF AGRICULTURE, FOOD SAFETY 
AND INSPECTION SERVICE 

WITNESSES
BRIAN RONHOLM, ACTING UNDER SECRETARY, FOOD SAFETY 
PHILIP DERFLER, DEPUTY ADMINISTRATOR, FOOD SAFETY AND IN-

SPECTION SERVICE 
MICHAEL YOUNG, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 

INTRODUCTION OF WITNESSES

Mr. ADERHOLT. Good morning. The subcommittee will come to 
order.

We welcome today to the subcommittee’s hearing Mr. Brian 
Ronholm, Acting Under Secretary for Food Safety; Mr. Phil Derfler, 
Deputy Administrator for the Food Safety and Inspection Service; 
and back with us, Mr. Mike Young, USDA’s Budget Director. 

So we are glad to have you here this morning and to be before 
us as we discuss food safety and inspection services. 

OPENING STATEMENT—MR. ADERHOLT

Today we focus on the fiscal year 2015 budget request for the 
Food Safety and Inspection Service, referred to FSIS, which totals 
approximately $1 billion. 

USDA’s Food Safety and Inspection Service works to ensure that 
our Nation’s supply of meat, poultry, and processed eggs are safe, 
wholesome, and correctly packaged and labeled. 

FSIS is comprised of more than 9,400 employees and regulates 
more than 6,400 establishments across the United States. Approxi-
mately 80 percent of the FSIS budget is for personnel, salaries, and 
for benefits. 

While there will be questions related to your budget request, I 
expect that members will have plenty of oversight questions as 
well. One of our goals here today is to ensure the proper use of the 
funds through our oversight responsibility. 

Without a doubt, there is likely to be lively debate about the 
agency’s poultry modernization rule, which leads to another goal of 
ensuring the appropriate level of regulation is in place to protect 
the public health. 
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The administration has assured us that this practice—I am 
sorry—this particular regulation will demonstrate positive health 
results and cost less to implement. 

As we discuss various FSIS rules and regulations, let me be clear 
about one thing. America is blessed to have the safest food supply 
in the world. 

When false accusations and misinformation enters the media and 
the public domain, it is a disservice to America’s farmers, ranchers, 
and consumers. Sound science should always guide food safety and 
the decisions that follow. 

My third goal is to ensure taxpayer funds are targeted to the 
most vital programs. Unquestionably, the work performed by the 
men and women at FSIS on a daily basis on behalf of consumers 
and taxpayers is some of the most important work that the Federal 
Government conducts. 

I appreciate the work of all the FSIS employees who strive to 
keep safe meat, poultry, and egg products available for all con-
sumers across the Nation. 

At this time I would like to recognize the ranking member, Mr. 
Sam Farr, for any comments that he may have. 

OPENING STATEMENT—MR. FARR

Mr. FARR. Thank you very much, Mr. Chairman. 
I really don’t have a lot of comments. I am just curious as to 

every year we have this review as we prepare to mark up the ap-
propriations bill. And what always strikes me is the confusion of 
your agency’s title, food safety, when you are very limited to what 
food safety you are responsible for. 

Congresswoman DeLauro has been championing sort of a one- 
stop food safety bureau. As you know, the fight is usually between 
consumers, who want to keep it in FDA, and ranchers and growers, 
who want to keep it in USDA. And so we bifurcated the responsi-
bility into the two agencies. 

And I would just be interested in some comments about why we 
don’t do truth in labeling and just label you as the meat, poultry, 
and eggs food safety bureau. 

But I appreciate your work and look forward to the questions my 
colleagues will ask you. 

Mr. ADERHOLT. Thank you, Mr. Farr. 
I would like to recognize Mr. Ronholm for his opening state-

ments. Bear in mind your entire written testimony will be included 
in the record. And so feel free to summarize or say any comments 
as you want to make. And then we will go through the round of 
questioning.

So, Mr. Ronholm, thanks for being here. We look forward to your 
testimony.

OPENING STATEMENT—MR. RONHOLM

Mr. RONHOLM. Thank you, Mr. Chairman. I will be very brief. 
And, Mr. Chairman, Ranking Member Farr, and members of the 

subcommittee, we are pleased to be here to today in support of the 
President’s fiscal year 2015 budget request for FSIS, which is set 
at $1.001 billion, a $9.3 million decrease from fiscal year 2014. 
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And with this funding level, we are confident that FSIS will 
maintain the effectiveness of its core mission of preventing food- 
borne illness. We are also confident that the budget will provide 
every establishment we regulate with appropriate staffing levels. 

The main driver of the FSIS strategic plan is the focus on the 
agency’s public health mission and the ability to adapt to evolving 
food safety risks. 

The first goal in the strategic plan is to ensure that food safety 
inspection aligns with existing and emerging risks. 

As noted in the budget, the All-Illness Measure shows a reduc-
tion of approximately 52,000 illnesses in fiscal year 2013. In addi-
tion to this reduction, FSIS met or exceeded 81 percent of its an-
nual performance measures. 

While these accomplishments are significant, there is much work 
to do, especially in reducing the incidence of Salmonella. Sal-
monella is one of the most challenging issues facing FSIS, and com-
bating it is the agency’s top priority. 

In 2013, the agency developed a Salmonella Action Plan, which 
outlines the measures FSIS will employ to lower contamination 
rates. The plan includes developing new performance standards for 
ground poultry and chicken parts. 

Both performance standards would be established by FSIS, and 
we believe it will help reduce consumer exposure to Salmonella. 

Another key component of our Salmonella Action Plan is our ef-
fort to modernize poultry slaughter inspection. We first began in-
specting poultry in 1957. Based on the science available then, the 
inspection system was focused on improving food safety through 
identifying visual defects. 

Since then, however, we have learned a great deal about invisible 
pathogens, but our inspection system has remained the same. 

As an Institute of Medicine report stated in 2003, ‘‘While the 
standards established in the early part of the 20th century were 
highly successful in accomplishing the objectives to which they 
were targeted, their success and our increasing scientific sophis-
tication has led to the recognition of new problems that cannot be 
adequately addressed using existing standards.’’ 

The IOM report pointed to two problems. The first involved shell-
fish. The second one was the current poultry inspection system. 

The IOM report stated that it is virtually impossible for current 
inspection techniques to identify products bearing invisible micro-
bial contamination by a specific pathogen; therefore, it is unreal-
istic to expect the current inspection system to have an important 
impact on reducing infections in humans. 

A peer-reviewed risk assessment shows that a system that pro-
vides for increased off-line food safety inspection activities results 
in greater compliance with regulations and to lower levels of fecal 
contamination and equivalent or lower levels of Salmonella con-
tamination.

The risk assessment also estimates that this new approach will 
prevent at least 5,000 food-borne illnesses each year. 

We recognize that there have been concerns expressed about the 
proposed rule based on findings in a GAO report about the pilot 
program.
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Just to clarify what the report said, GAO found that there were 
limitations in the agency’s data analyses in evaluating the poultry 
pilot.

This was the one significant finding that GAO outlined with re-
spect to the poultry pilot. And GAO even acknowledged in their re-
port that FSIS plans to address these limitations in the final rule. 

It should be noted that the report was not an indictment against 
the poultry slaughter rule. In fact, GAO described the pilot project 
and the effort to deploy inspection resources more effectively as a 
positive step. 

The dedicated men and women of FSIS work every day toward 
a common and extremely important goal of preventing food-borne 
illness. We take our mission seriously and understand the impor-
tance of our work. 

Thank you for the opportunity to report on the work we do to 
protect public health. 

Mr. ADERHOLT. Thank you, Mr. Ronholm. 
[The information follows:] 



5



6



7



8



9



10



11



12



13



14



15

Mr. ADERHOLT. Before we start the round of questioning, I want 
to mention there is a markup this morning. And so we are going 
to have a little bit of a condensed hearing today. 

So what I would like to do, instead of doing the 5-minute rule, 
is everyone ask one question so everybody can be sure to get a line 
of questioning in. 

And, like I said, I know Mr. Farr is on the part of the markup 
that is going to be occurring at 11:00. This is the crazy time of the 
year when a lot of markups are going on and a lot of hearings are 
going on, but I think we can get quite a bit in. 

So let me go ahead and start out, and then we will continue on. 

POULTRY SLAUGHTER MODERNIZATION

We know one of the biggest issues for FSIS is the poultry mod-
ernization rule, which was already mentioned. And what I think 
we would like to do is clear the air as to the misinformation that 
has been put out there. 

When Secretary Vilsack testified on March 14, he was a strong 
advocate of this rule, and he was very clear about that. 

What would you say are the top three reasons to support the new 
system for poultry inspection? 

Mr. RONHOLM. Well, I just want to amplify what the Secretary 
testified. And this proposal is strictly about public health and pro-
tecting consumers from food-borne illness. 

I think the major components and the way that it does that is 
that it focuses inspection activities on those that are more related 
to food safety, sort of the off-line rules, like the testing and ensur-
ing that a plant is meeting its sanitation requirements. 

Another thing is the rule does require establishments to test for 
dangerous pathogens like Salmonella and Campylobacter at two 
points in the production process, and what we do is require, you 
know, plants to focus their food safety efforts on these dangerous 
pathogens.

So these are important public health, food-borne illness, preven-
tion goals that are contained in the proposed rule. And that is why 
I think it would be very critical for those to be implemented in 
order to prevent Salmonella illnesses. 

Mr. ADERHOLT. When do you think the final rule will be pub-
lished and implementation will begin? 

Mr. RONHOLM. It is still under review. We are still reviewing the 
comments that we received and putting together the draft final 
rule. And, hopefully, we can have something out very soon. I unfor-
tunately do not have a specific timetable for you. 

Mr. ADERHOLT. Do you see it by the end of the year? 
Mr. RONHOLM. I think that is our goal, certainly. I think it would 

be fair to characterize our goal as to have it done by the end of the 
year.

Mr. ADERHOLT. The National Institute for Occupational Safety 
and Health, NIOSH, released an evaluation 2 weeks ago when they 
reviewed line speeds and employee safety of a poultry plant in 
South Carolina. 

Has FSIS reviewed the evaluation? And how do the findings af-
fect your plans to move forward with the poultry modernization 
rule?
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Mr. RONHOLM. We have seen the report. We have reviewed it. 
And I will just say that, you know, worker safety is a very critical 
issue for us as well, even though it is not under our jurisdiction. 

I think, when you visit a plant, one of the things that people are 
often struck by is just how extremely difficult the work can be for 
the workers, and certainly the NIOSH report confirms that. 

What the NIOSH report also confirms, though, is that increasing 
line speed does not have a negative impact on worker injuries. 

And that was the critical piece for us because, as a public health 
agency, it would be counterintuitive for us to move forward with 
a rule that would do any harm to worker safety. 

Mr. ADERHOLT. Okay. Mr. Farr. 
Mr. FARR. Thank you very much, Mr. Chairman. 
It is nice to see you on the other side of the aisle—other side of 

the dais, I guess. 
Mr. RONHOLM. Thank you, sir. 

DOWNER CALF PROPOSAL

Mr. FARR. I just have two quick questions. 
One is that 71 of us sent letters to the Secretary regarding the 

downer calf rule, which the agency agreed in March of fiscal year 
2013 to issue a proposed rule to close down the downer calf loop-
hole. We haven’t seen any progress on that as a proposed rule. 

Can you get back to us the timeline for when you expect to get 
this rule out? 

Mr. RONHOLM. Yes. Absolutely. 
[The information follows:] 

DOWNER CALF LOOPHOLE

FSIS anticipates publishing the proposed rule by the end of calendar year 2014. 

WATER CONSERVATION

Mr. FARR. And then let me just share a California concern and 
something I have experienced, that when you are in a drought, you 
really begin realizing how much water is wasted. 

And what we have done in California—and I think the military 
has put in waterless urinals—all of our sort of infrastructure of ev-
erything now has automatic shut-off for water. 

You know, farm workers, when they go in the fields, they have 
to have limited—they have water, but it shuts off. You don’t just 
wash your hands and have it running. 

So the question is: Given all these severe drought issues in the 
West, do you think we could have the USDA-inspected facilities— 
have devices installed on their faucets and pipes to automatically 
shut off water when it is not needed? Because I understand they 
just allow it to run. 

Mr. RONHOLM. I will allow my colleague, Mr. Derfler, to respond 
to that. 

Mr. DERFLER. In the poultry slaughter proposal, we talk about 
the need to have automatic shut-offs available and so that it be op-
erated either by a foot pedal or some other way to keep it from run-
ning all the time. So we are conscious of that, and we are trying 
to address it. 
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Mr. FARR. So just quickly, how does that get implemented? That 
is just on paper right now. Right? 

Mr. DERFLER. It is in the proposal. If we get to publish the final 
rule, then it will become a requirement in the plant. 

Mr. FARR. And then how long does it take to get implemented? 
Not the rule, but the actual people changing the structure. 

Mr. DERFLER. They would need to have the measures in place by 
the effective date of the rule. 

Mr. FARR. All right. Thank you. 
I know that Mr. Bishop also is the ranking member on the 

MILCON.
Mr. ADERHOLT. I am aware of that, too. 
Mr. Nunnelee. 

CATFISH PROPOSAL

Mr. NUNNELEE. Thank you, Mr. Chairman. 
I know you are aware last year’s Farm Bill gave a definition for 

catfish. And it says that we have got to have rules finalized within 
60 days after passage of that bill, which I understand is Monday. 

And so I just need to know, where are we in terms of meeting 
that deadline? 

Mr. RONHOLM. We are making very good progress on the rule. 
One of the first things that we had to do was enter into a memo-
randum of understanding—an MOU—with FDA to clarify the juris-
dictional issues as it relates to catfish. That is about to be com-
pleted, and that will inform the drafting of the final rule. 

I believe the Secretary testified here a few weeks ago that we are 
on schedule to publish the final rule by the end of the year, and 
we are still on schedule for that. 

Mr. NUNNELEE. So you won’t meet the statutory deadline? 
Mr. RONHOLM. Correct. 
Mr. NUNNELEE. But you will get it done by the end of this year? 
Mr. RONHOLM. Correct. 
Mr. NUNNELEE. What are you doing now to prepare the industry 

for inspections in terms of guidance? Are you meeting with pro-
ducers to answer questions and to provide assistance? 

Mr. RONHOLM. Yes. Since this provision originally took place— 
was enacted in 2008, we have spent that time doing a lot of that 
groundwork, you know, investing in the technologies, setting up 
the inspection regimen. 

Because it is obviously not an expertise that we possessed prior 
to the 2008 Farm Bill. And so a lot of that work went into the last 
4 years. And then, with the definition issue being settled, we are 
able to move forward now. 

Mr. NUNNELEE. I understand you were hampered until the Con-
gress gave you specific definitions. And now that we have done 
that, I look forward to having this hearing this time next year and 
having this issue behind us. 

Mr. RONHOLM. Me too, sir. 
Mr. NUNNELEE. All right. Thank you. 
Thank you, Mr. Chairman. I yield back. 
Mr. ADERHOLT. Ms. DeLauro. 
Ms. DELAURO. Mr. Bishop has to go. 
Mr. ADERHOLT. Go ahead. Sure. Go ahead. 
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Mr. BISHOP. Thank you very much. 

SALMONELLA ACTION PLAN

Mr. Ronholm, in your testimony, you mentioned that, in 2013, 
‘‘The agency developed a Salmonella Action Plan, which outlines 
the actions FSIS will take to lower Salmonella contamination rates 
on meat and poultry products. The plan includes developing a new 
performance standard for comminuted poultry, as well as new 
strategies for inspection to address potential sources of Salmonella 
contamination throughout the food production process.’’ 

You express that you share frustration expressed by many with 
the recent outbreaks of salmonellosis over the past year and you 
want to emphasize that combating Salmonella is the agency’s top 
priority.

I believe that you are referring to the nationwide outbreak of 
Salmonella linked to the Foster Farms chicken parts. This out-
break sickened at least 481 people in 25 States since March 1, 
2013. It was declared under control January 16, 2014. 

But in accordance with the latest update, which was issued in 
March of this year, March 3, from the CDC, 51 new cases have 
been reported from five States: Arizona, California, Hawaii, Ten-
nessee, and Utah. 

What else needs to be done to end the outbreak? And it seems 
like you need to fix a major loophole in the Salmonella Action Plan. 
What is FSIS doing to address the growing concerns of consumers 
with the safety of poultry products? 

Mr. RONHOLM. Sir, the Salmonella Action Plan is, I think, our 
blueprint to sort of express our frustration with the Salmonella 
rates. It is certainly not at a point where we would like them to 
be.

Certainly the past 10 years or so we have seen a reduction in 
contamination rates, but that hasn’t translated into a reduction in 
illnesses. And, clearly, you see that playing out with some of these 
outbreaks.

What is important about the Salmonella Action Plan is the public 
health benefits that would be involved. First of all, you are talking 
about performance standards for the chicken parts, which was the 
focal point of the Foster Farms outbreak, as you pointed out. The 
performance standards should be—we should be able to establish 
those performance standards by the end of this fiscal year, so by 
the end of September. 

A key second part to the Salmonella Action Plan is establishing 
of performance standards for the ground-comminuted poultry. That 
also is in line to be established by the end of the fiscal year. It may 
bleed into the next fiscal year, but we are certainly focused on com-
pleting that performance standard by the end of the fiscal year. 

So I think—when you take the performance standards into ac-
count, as well as the other actions that we have listed in the plan, 
I think we can make real progress in reducing Salmonella rates. 

Mr. BISHOP. That is my one question, Mr. Chairman. 
Mr. ADERHOLT. Mr. Valadao. 

FSIS WORKFORCE

Mr. VALADAO. Thank you, Mr. Chairman. 
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You have approximately 10,000 inspectors in the U.S. to ensure 
our Nation’s meat, poultry, and egg supply. 

How many employees work at FSIS that are not inspectors? Is 
this number rational, given the boots-on-the-ground inspectors are 
instrumental in negating food safety outbreaks? 

Mr. RONHOLM. Sir, as the chairman indicated in his opening re-
marks, 80 percent of our project is allocated toward personnel sala-
ries.

And at the end of fiscal year 2013, FSIS employed 8,824 perma-
nent full-time employees, including 641 here in the D.C. area, and 
the rest are out in the field. 

Mr. VALADAO. An OIG report indicated that, out of approxi-
mately 10,000, 400 worked more than 120 hours each pay period. 
OIG’s report was published in July 2013. 

Have you looked into this issue? Would hiring more relief or tem-
porary inspectors make sense to alleviate those inspectors working 
overtime?

Mr. RONHOLM. I will let my colleague answer. 
Mr. DERFLER. We believe that we have an adequate number of 

employees to provide full coverage, and we think that the number 
of employees that we have are about the correct number. None of 
the plants have been forced to slow down their operations or slow 
down their processing. We think that the number that we have is 
about right. 

Mr. VALADAO. So that number of 120-hour work periods, that is 
not true or—— 

Mr. DERFLER. Our employees are able to work—I am sorry. 
Mr. ADERHOLT. Mr. Derfler, if you could speak in the mike a lit-

tle closer. 
Mr. DERFLER. Our employees are able to work overtime. That is 

by our contract with our union. 
Mr. VALADAO. All right. Perfect. Thank you. 
Mr. ADERHOLT. Ms. DeLauro. 
Ms. DELAURO. Yes. Thank you very much, Mr. Chairman. 
And welcome to Under Secretary Ronholm. It is very, very nice 

to say that, my dear. 
And as well to you, Deputy Administrator Derfler. 
And, Mr. Young, it is always great to have you with us. 
In full disclosure, the Under Secretary and I have had a very, 

very great working relationship. As a matter of fact, the Under 
Secretary staffed me when I was both ranking member and chair 
of this subcommittee. So he was usually back there that I could 
make reference to. But it is of great pride to me to see him in this 
position.

And I know you will do a great job. And just quickly, for familiar 
reasons, how is Nick? 

Mr. RONHOLM. He is doing great. Hockey season is over; so, now 
he has turned to baseball. Thank you for asking. 

POULTRY SLAUGHTER MODERNIZATION

Ms. DELAURO. Thank you. 
I am deeply concerned about this agency’s determination to im-

plement the proposed and what I believe is a deeply flawed inspec-
tion system for broiler chicken and for young turkey slaughter es-
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tablishments, known as the HACCP-based Inspection Models 
Project, or HIMP. In fact, I believe that the proposed rule may un-
dermine FSIS’s own food safety, worker safety, and humane 
slaughter policies. 

The modernization of poultry slaughter, the rule misses the tar-
get. How can we implement a process based on faulty data? It de-
fies reality to think that this will safeguard public health when you 
propose letting companies develop their own performance stand-
ards.

And we just heard that the Salmonella Action Plan—the per-
formance standards there will be based on what is happening with 
HIMP. And where is the monitoring of all that? Who writes it? All 
those issues. 

But you are going to propose letting companies develop their own 
performance standards. We are not going to prescribe requirements 
for microbial testing. You propose increasing the line speeds, and 
you remove U.S. Government inspectors from the process. 

With regard to the GAO, let me just quote just the first sentence, 
‘‘The U.S. Department of Agriculture has not thoroughly evaluated 
the performance of each of the pilot projects over the time, even 
though they said that they were going to do that.’’ 

It was in that spirit that prompted myself and 67 other Members 
of Congress in sending a letter to the Secretary asking him to with-
draw the rule. And at this juncture, I ask unanimous consent to 
include that letter in the record, Mr. Chairman. 

Mr. ADERHOLT. Without objection. 
Ms. DELAURO. Thank you. 
[The information follows:] 
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WORKER SAFETY

Ms. DELAURO. In the HIMP pilot plans, most FSIS inspectors are 
removed from the slaughter line and company employees are sub-
stituted.

The rule would shift initial carcass inspection duties from FSIS 
inspectors to slaughter plant employees with no requirement that 
employees will be adequately trained. 

With a single FSIS inspector responsible for monitoring up to 
175 bird carcasses a minute on the processing lines, the rule may 
exacerbate the problem of agency inspectors having little to no abil-
ity to oversee the handling of the live birds. 

The line speeds are also increased in the pilot plants. A 2005 
GAO report acknowledges the underreporting. And the official 
record does not disguise the fact that—and I quote—‘‘The meat and 
poultry industry still has one of the highest rates of injury and ill-
ness of any industry.’’ 

The proposed FSIS rule would exacerbate these unsafe conditions 
by allowing line speeds to increase by 25 percent to 175 birds a 
minute.

I might also mention the NIOSH report, which says in one of its 
points, ‘‘For example, because they did not look at line speed, they 
also did their inspection at a non-HIMP plant. For example, in-
creasing the number of birds processed per worker may result in 
an even higher prevalence of carpal tunnel syndrome than seen in 
the NIOSH evaluation.’’ 

With that in mind, who is going to train the company’s line 
workers? How does increased line speed lead to increased worker 
safety?

PERFORMANCE STANDARDS

Mr. RONHOLM. Well, there is an important point in your question 
that I need to clarify regarding the performance standards. 

The performance standards and the poultry slaughter rule are— 
they are a part of the Salmonella Action Plan, but they are sepa-
rate efforts. 

The industry would not be establishing the performance stand-
ards for chicken parts or ground poultry. That is something that 
FSIS will be doing. 

We have already completed a baseline survey for both, and right 
now we are conducting the risk assessment. And we should be able 
to establish a performance standard for both chicken parts and 
ground-comminuted poultry by the end of the fiscal year, as I indi-
cated.

I think what you may be referring to is there is an industry ef-
fort to look at this issue about performance standards. 

And, you know, certainly they are welcome to take any measures 
for self-improvement, but we will not be factoring in their efforts 
as we establish the performance standards. 

Ms. DELAURO. Will their performance standards be evaluated by 
USDA?

Mr. RONHOLM. I mean, we are happy to take a look at them, but 
we are focused on our own effort. 
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Ms. DELAURO. Is it ‘‘yes’’ or ‘‘no,’’ Brian—Mr. Under Secretary? 
Yes or no? Are the performance standards going to be monitored 
by USDA? 

Mr. RONHOLM. We have not received anything from them. So—— 
Ms. DELAURO. Quite frankly, that is not an answer. 
Will the performance standards that the companies will come up 

with be evaluated, monitored, enforced, et cetera, by the USDA? 
Mr. RONHOLM. We are going to enforce our own standards. I 

mean, the industry—we are happy that the industry is looking at 
ways to self-improve, but we are focused on our data and we are 
going to be enforcing our own standards. 

Ms. DELAURO. But the GAO has said—and I will finish up with 
this, Mr. Chairman. I apologize. 

The GAO said the performance of each of the pilot projects. So 
even though the agency said it would do so when it announced the 
pilot projects, in order to be able to deal with—you have to have 
a solid base of data on which to deal with risk assessments and— 
then moving from there to where you want to be and how you move 
forward.

It would seem, by GAO account, that you do not, in fact, have 
a solid base of data—it has real gaps in it—in order for you then 
to predicate what you want to do for the future. 

You do not have any—at least there is not any mandatory re-
quirement for microbial testing in this process, and the perform-
ance standards—I am confused as to why industry is doing what 
it is doing. What are they going to apply or not apply to what you 
are doing? 

We also know that HACCP is an industry-based—they do the 
plans and, as far as I recall, there isn’t a heck of a lot of oversight 
on the HACCP plans to make sure they are doing what they are 
doing.

So it gets very, very confusing as to where the performance 
standards lie, who is drawing them up, what is the accountability, 
and who is enforcing those performance standards. 

And I don’t believe that any of those questions have been an-
swered to the satisfaction that would give us the mood to move for-
ward on a process which fundamentally changes how we deal with 
the inspection of the slaughter process. 

Mr. ADERHOLT. We can come back to that. Let’s go ahead and 
finish our round. 

Ms. Pingree. 

SMALL PRODUCER/FARMER ASSISTANCE

Ms. PINGREE. Thank you very much, Mr. Chair. 
And I just want to say I concur with many of the concerns that 

Congresswoman DeLauro has raised. But I want to take a slightly 
different tack, since I know you are exploring that in depth. 

But it is also about poultry slaughter. And I will try to condense 
my question here and talk a little bit about some poultry slaughter 
opportunities that are coming up in the State of Maine. 

I am going to describe two farmers, Aaron Bell and Carly 
DelSignore, who are a husband and wife team in Down East, 
Maine. They are on our northern Canadian border. 
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Aaron’s family has been farming the particular land that they 
are on for eight generations and, like many farming families, they 
hope their four children will continue that legacy. They have dairy, 
mixed produce, and have expanded into the area of chicken. 

When it comes to meeting the demand for sustainably raised or-
ganic meat, their farm, Tide Mill Farm, is one of the bigger pro-
ducers in our State. 

So right now, they operate under the growers/producers exemp-
tion that allows them to grow and process up to 20,000 of their own 
birds for sale within Maine. 

But because of the growing demand for their product, they have 
decided to build their own federally inspected facility capable of 
handling a larger volume of their own poultry, as well as taking 
on poultry from larger farms, kind of the opposite of what we were 
discussing in the last question. 

The fact is that—there is a growing interest in locally purchased 
and organically grown poultry, a huge market, good prices, but peo-
ple have to travel an enormous distance to find a facility where 
they can do that. 

So this particular farm—they have already invested their $5,000 
to develop their HACCP plan. They are well on their way to acquir-
ing the hundreds of thousands of dollars to build the facility 
through loans and grants. 

But one of their big concerns is that, once they get this oper-
ating, FSIS will need to provide a Federal inspector to oversee the 
plant’s operations twice a week, one day to inspect the slaughter, 
one day to inspect the processing. 

Maine is served by the FSIS field office in Philadelphia. It takes 
11 hours to drive from Philadelphia to Edmunds, Maine. 

Will you be able to meet this demand? They are about to invest 
literally hundreds of thousands of dollars, and they consider this 
a very big question. How long will it take to supply that? 

And just as a little part of the discussion, what kind of supports 
can FSIS offer farmers? And I think there are many around the 
country who are interested in being able to do this kind of expan-
sion in setting up their own federally inspected plants. 

Mr. DERFLER. We will provide an inspector when they are ready 
to operate. When they qualify for their grant of inspection, we will 
provide an inspector. 

Our jurisdiction starts, you know, when the animals are brought 
to the plant. We do provide guidance material for farmers on how 
to avoid Salmonella, how to improve their birds. 

We also provide guidance material to plants. We have a small 
plant help desk to try and help small plants, but, also, that would 
carry back. We have gotten over 10,000 inquiries from that since 
we established it. 

Ms. PINGREE. Wow. 
Mr. DERFLER. And there are other parts of USDA that obviously 

can provide help as well, and we would work with them to ensure 
that they get it. 

Ms. PINGREE. Well, I know that will give them a great sense of 
comfort if I am able to say to them that you can assure them that, 
once this investment is made, even though the closest office is in 
Philadelphia, there will be an inspector there two days a week. 
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Mr. DERFLER. It is the district office in Philadelphia. We will find 
an inspector in the area. 

Ms. PINGREE. Great. Thank you very much. 

INDUSTRY INSPECTOR TRAINING

Mr. ADERHOLT. Okay. We moved right along. We will go through 
another round here. 

Let me ask about—still staying on the poultry modernization 
rule, how does FSIS plan to train current and future poultry in-
spectors to ensure they are knowledgeable about this new program? 

In other words, will FSIS use outside food safety experts from, 
say, higher education institutions or elsewhere to assist with the 
training or how do you expect to do that? 

Mr. RONHOLM. Yeah. I mean, companies would have to train 
their employees to be able to meet our regulatory standards and 
expectations, and we would take action against a company who is 
sort of not performing their jobs satisfactorily. 

So we are committed to making guidance available to industry 
to train the employees. But, ultimately, you know, we are not able 
to train company employees to perform sort of quality control-type 
duties.

FSIS FEDERAL INSPECTION DUTIES

Mr. ADERHOLT. And I think there is some general misconception 
out there that the Federal inspectors will no longer be present in 
poultry plants under this new system. 

Explain to us how FSIS inspector duties will change from the 
current system. 

Mr. RONHOLM. Yeah. I just want to clarify that the number of 
inspection duties that are being transferred to industry is zero. We 
are required to be in these plants under law each day under contin-
uous inspection, and we will continue to do that under the poultry 
slaughter rule. 

What this rule will focus on is realigning these inspection duties 
to better combat invisible pathogens, like Salmonella and 
Campylobacter, based on new science that has been around, actu-
ally, for a while. And it would update our current system that has 
been in place since 1957. 

The best way I have heard it described is sort of like a car in-
spection. When you are inspecting the safety of a vehicle, you are 
looking at whether the brakes work, whether the engine works, 
and whether the air bags work. You are not looking at sort of dents 
on the door and the fenders. 

Our current inspection system right now sort of looks at both. 
And so what we want to do is focus on the internal operations in 
order to make food safer. 

Mr. ADERHOLT. Mr. Farr. 

SMALL PRODUCER/FARMER ASSISTANCE

Mr. FARR. Well, thank you, Mr. Chairman. 
In light of all the questions that people have been asking, I just 

want to sort of talk a little bit about sort of how the leadership 
process works within the department. 
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I think most of us who have been on this committee a long time 
find this department sort of still stuck. And Ms. Pingree brought 
out an issue that I have had for a long time about how do you stim-
ulate the development of new slaughterhouses, meat, wrap and in-
spect—what do you call it?—facilities when you have a limited 
number of employees who can’t ride circuit down to really small, 
little, rural areas. And, yet, these ranchers want to do grass-fed 
beef. They don’t ship them around. They are born on the ranches. 
They are raised on the ranches. They would like to slaughter them 
and put their own name on them. 

Next door, the person who grows grapes puts their name on it 
and sells it in a bottle. They would like to sell their meat to local 
restaurants and to farmers’ markets and things like that. And, yes, 
they have to go through a very rigorous meat inspection process. 

So the system leads up that they can’t afford to do that because 
now they have to take their cattle hundreds and hundreds of miles 
to find a slaughter plant. And it is very expensive then to want to 
just I.D. that carcass all the way through the process, recover it, 
bring it all back under all the standards. 

So my question to you is: In discussing these issues about, you 
know, employees and things, is there any thought about kind of re-
alignment of responsibilities, of contracting with States? 

I mean, we have in other kinds of inspections—for example, the 
other day we were talking here with the FDA about the leafy green 
marketing order, which California leafy greens—lettuce and spin-
ach and all those folks—came up with because we didn’t have any 
regulations. And their regulations, frankly, most people agree, are 
probably better than anything the Federal Government could have 
come up with. 

We now are trying to hold the rest of the country accountable. 
Of course, growers in other States say, ‘‘Those things are too com-
plicated, too expensive. We don’t want to do it.’’ But the point is 
that there is talent outside of the Federal family. 

And is there anybody that looks at perhaps we ought to be con-
tracting with California, a big ag state, has an ag commissioner in 
every single county? 

And under California law, all the pesticide inspections, all of the 
setback requirements, all of the sort of farming practices, are in the 
responsibility of the county ag commissioner, right there on the 
ground with staff that can go out. 

So they are looking at all this sort of animal husbandry as well. 
And not that they would be the organization. But do you contract 
with any States to do animal poultry inspection? Have you thought 
about that? 

And I think Congresswoman DeLauro has—you have got to have 
some national standards. I was thinking: What are the analogies? 
You gave one on automobile inspections—safety inspections. 

What about FAA? These airlines have to meet an FAA minimum 
inspection. Some of the airlines, you know, have even tougher re-
quirements.

But is there thinking about, if we can’t get this job done and if 
the economics of it don’t make it affordable for people to do what 
is happening in the marketplace to have, you know, my local cattle 
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sold to my local restaurants with my brand name on it, meeting 
every standard—something is broken, and we need to fix it. 

Mr. RONHOLM. I want to assure you, Mr. Farr, that, you know, 
we are very focused on how we can be helpful to small producers 
and to very small producers. 

In fact, we regulate close to 6,700 facilities, and 90 percent of 
those can be characterized as small or very small. So it is not 
something that we dismiss. 

That is why we have a lot of these resources that Mr. Derfler 
outlined to try and help them as much as possible. Perhaps, you 
know, we need to increase our outreach efforts to make these small 
producers aware of what is available for them to help them. 

In terms of inspections, we have the Cooperative Interstate Ship-
ment program that was in the Farm Bill. And that allowed—this 
allows sort of market opportunities for small and very small pro-
ducers.

And if they are in a State that has standards that are identical 
to Federal standards, that would allow them to ship products out 
of State. 

Mr. FARR. They are not interested in shipping out of State. We 
have got 35 million people in California. They just want them to 
eat California food. 

Mr. RONHOLM. Another issue that is important for us, too, of 
course, is establishing more mobile slaughter units. And I think 
this is what would be important to small and very small producers. 

Mr. FARR. If you would, that is the problem, is we have that mo-
bile unit. We have had one of the first in the United States. The 
problem is it is way—you know, where it is. You have to get an 
inspector to get there. And they only slaughter four carcasses. That 
is all they can store. 

There is all kinds of complexities, and it just becomes not cost- 
effective because you have to—then they have to pay the overtime 
cost to get this inspector from the San Francisco Bay area to 
move—drive 250 miles down to southern Monterey County, you 
know.

So I just—I think you have got answers for all these things, but 
I don’t think you have solutions for the problems. 

Mr. ADERHOLT. Mr. Bishop. 

WORKER SAFETY

Mr. BISHOP. Thank you very much. 
I want to go back to poultry for a moment. It is my under-

standing that USDA and the Department of Labor at OSHA have 
had ongoing discussions regarding the proposed slaughter inspec-
tion rule and, in particular, potential issues with respect to worker 
safety.

In the past, OSHA, the National Institute for Occupational Safe-
ty and Health, Government Accountability Office, and others have 
raised serious questions regarding working conditions for poultry 
plant employees. 

Much of the official information regarding working conditions for 
poultry plant employees has been anecdotal and has not been 
based on reliable research or data. 
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One clear concern is whether the new rules may or may not ex-
pose workers to greater physical risk or harm. And there doesn’t 
appear to be a process in place which provides more tangible and 
reliable evidence outside of the anecdotal evidence which we have 
all heard. 

Can you share with the subcommittee any outcomes from the dis-
cussions with DOL and if the Department of Labor will play any 
role in the execution of the rule, should it move forward. 

It appears that there needs to be some quantifiable and quali-
tative measures that are put in place to track the impact of the 
rule on every segment of the industry, including employees and 
their safety. 

Mr. RONHOLM. Absolutely, sir. And it is an issue that we are fo-
cused on and will continue to be focused on. As I indicated, it is— 
I think what—the NIOSH report demonstrates that it is an ex-
tremely difficult work that they do and it is incumbent upon us to 
ensure that we don’t make things worse. 

The evidence that we have collected through the 14-, 15-year 
pilot program that we have had shows that this does not make con-
ditions worse for the workers. 

Mr. BISHOP. But didn’t GAO say it wasn’t reliable? 
Mr. RONHOLM. The NIOSH report provides initial evidence, too, 

that supports that claim. 
Mr. BISHOP. Isn’t it true that NIOSH clearly states that the 

number of birds processed per minute by each worker did not 
change in the NIOSH study? And it didn’t test the effects of an in-
crease in work speed, did it? 

Mr. DERFLER. The line speed increased. There were two lines of 
90 birds per minute, and it was combined in one with 175 birds per 
minute.

In that plant, what we found was that increase in line speed did 
not have an effect in increased injury. It doesn’t change the signifi-
cance—or the difficulty of the work that the workers do, but that 
is what happened. 

Mr. RONHOLM. And, also, under the final rule, we partnered with 
OSHA and NIOSH to—— 

Mr. BISHOP. I am looking at the report here. The NIOSH report 
says, ‘‘The results of this NIOSH evaluation may not reflect in-
creased prevalence of adverse health effects that might be experi-
enced by workers in other plants that use different methods of in-
creasing line speed. For example, increasing the number of birds 
processed per worker may result in an even higher prevalence of 
carpal tunnel syndrome than seen in this NIOSH evaluation.’’ 

Isn’t that a quote from the report? 
Mr. DERFLER. That is true. But the point is there is only one 

plant involved. That is all the—the only plant that we have evi-
dence from right now. 

Ms. DELAURO. And there was not a non-HIMP. 
Mr. DERFLER. But it was an increase in line speed to 175 birds 

a minute. 
Mr. BISHOP. Okay. And I understand this was not a HIMP pilot 

project that was—— 
Mr. DERFLER. It is a plant under another program that we have 

called the Salmonella Incentive Program, SIP. They got a waiver 
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from our regulations. We added a fifth inspector to the line. And 
the line speed increased to 175 birds a minute. 

Mr. BISHOP. So, basically, the GAO was right, then. And, of 
course, the NIOSH test really wasn’t very well conducted either as 
far as line speed is concerned. 

Mr. DERFLER. All we can say is that the evidence we have is the 
evidence that was produced so far from the one plant that so far 
has participated. 

Mr. BISHOP. But you didn’t test that. 
Ms. DELAURO. That was not the test. 
Mr. ADERHOLT. Ms. DeLauro. 

INDUSTRY INSPECTOR TRAINING

Ms. DELAURO. Thank you very much, Mr. Chairman. 
Just a couple of comments. First of all, it would appear that, in 

training these company inspectors, as your question, Mr. Chair-
man, that the companies will train the line workers. 

The questions from there—and my time will be curtailed—who 
develops the training protocol? Because there is a training protocol 
for USDA inspectors. Who monitors that? Who will enforce it? 

And the word ‘‘guidance’’ just makes me crazy because we deal 
with guidance and then they can do whatever they want. And this 
puts the industry in charge. And we then have no recourse, unless 
you tell me that we are developing the training protocol to mirror 
what we do for USDA inspectors. Who monitors that? And who en-
forces to make sure that they are carrying out the protocol? 

Mr. RONHOLM. Well, ultimately, we would enforce it because, if 
the company employees aren’t performing satisfactorily, we would 
take enforcement action against them. 

Ms. DELAURO. How will you—I mean, what is—— 
Mr. DERFLER. We can slow down the line speed if the birds are 

not passing inspection. Our inspectors are informed. We put out a 
directive to our people making sure they are aware that they have 
the power to reduce, slow down the line speed. 

Ms. DELAURO. Look, let me just tell you, I actually went to check 
on that this morning. We have no way in dealing with the aggre-
gated information to know how many times the line has been shut 
down because an inspector has that. 

If you have got the company that is in charge of all of this and 
they are going to—the inspector is going to shut down the line? I 
mean, let’s be realistic about what is happening here. That is not 
going to happen. 

PERFORMANCE STANDARDS

Let me move to performance standards. Performance standards? 
This is January 17, 2014. Dr. Daniel Engeljohn, assistant FSIS ad-
ministrator for field operations, issued an email to FSIS district 
managers informing them of an effort by the National Chicken 
Council to collect samples of chicken parts so that the trade asso-
ciation could establish its own pathogen performance standards for 
chicken parts that it could enforce. 

And he says here, ‘‘There is a potential that some in-plant in-
spectors and field supervisors may begin questioning this effort and 
take steps to force the establishments to turn over the results of 
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sampling. Please talk to your field staff to discourage them from 
interrupting an important industry effort.’’ 

I mean, we are turning over our responsibility. You know, again, 
how does the industry enforce performance? You know, they are 
going to be supplanted. 

Our performance standards appear in a directive from FSIS that 
will supplant the performance standards that are being developed 
by, I say, our agency. 

Who is going to validate and monitor those performance stand-
ards? And if the industry is going to enforce their standards, you 
know, how are they going to do it? 

Mr. RONHOLM. Again, I will tell you that it will be FSIS that es-
tablishes the performance standards and monitors them. The in-
dustry—you know, we are happy to see them make efforts in self- 
improvement.

But, ultimately, it is us that is going to look at the data, it is 
going to be us that establishes that performance standards, and it 
is going to be FSIS that monitors and enforces them. 

The number—the responsibility that industry would have in es-
tablishing performance standards is zero. 

Ms. DELAURO. Well, let me just say that this is a directive that 
went out on Friday, January 17, to all of your folks. 

And I don’t know what they are doing now, but this was the di-
rective that—it says, ‘‘Please talk to your in-plant team and your 
field supervisors.’’ 

I find this directly contradictory to what we think about in terms 
of our monitoring performance standards versus allowing the in-
dustry to set up the performance standards. 

So my time is up. 
Mr. RONHOLM. I just want to assure you that, if the industry 

wants to take their own samples, I mean, that is, I think—I believe 
that is what the directive was ultimately about, is sort of instruct-
ing our in-plant personnel, just allow them to take their own sam-
ples if they want. 

However, ultimately, it is going to be FSIS that analyzes our own 
data and establishes our own performance standards that we will 
enforce. Industry would have no role. 

Mr. ADERHOLT. Ms. Pingree. 

ANTIBIOTICS IN ANIMAL FEED

Ms. PINGREE. Thank you, Mr. Chair. 
I want to talk a little bit about antibiotics in animal feed. So I 

have heard from people in Maine for a very long time who are wor-
ried about the nontherapeutic use of antibiotics on livestock. 

And now it has become, I think, a well-documented topic that an-
tibiotic use in animals is tied to higher rates of infection in hu-
mans. It is considered a threat growing out of control, and we need 
to address it before it is too late. 

On this front, I am very encouraged that the President’s budget 
includes funding for AFRI to support research on minimizing the 
transmission of antibiotic resistance through the food chain. The 
budget request also includes $2.6 million for ARS research on food 
safety alternatives to antibiotics. 
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On the FDA side of things, there is support for the National 
Anti-Microbial Resistance Monitoring System, known as NARMS, 
which monitors changes in antibiotic resistance among people who 
eat meat from animals who are fed antibiotics. 

While all of this work is important, I don’t think it is enough. 
The CDC estimates that 23,000 people die in the U.S. every year 
from antibiotic-resistant infections. 

The CDC acknowledges a link between the use of antibiotics in 
animal agriculture and the resistant infections seen in hospitals. 
So I consider this a public health crisis. 

As the public health agency responsible for ensuring the Nation’s 
supply of meat is safe, does FSIS take this threat of antibiotic re-
sistance seriously? And are you coordinating with the work done by 
ARS, NIFA, and FDA to address this threat? And can you tell me 
a little bit more about what you have going on. 

Mr. RONHOLM. Yeah. Absolutely. And it is an issue that we are 
focused on. And, you know, obviously, FDA has primary jurisdic-
tion over the issue in terms of use of antibiotics. But certainly 
USDA has an active role in being part of the solution, and we cer-
tainly view ourselves as being part of the solution. 

And, you know, within USDA, it is APHIS and ARS that are the 
primary leads with antibiotics, but certainly we provide—with our 
expertise and management practices at these facilities and our food 
safety practices, we certainly can contribute our input to their ef-
fort.

And I think—going forward, I think that is an issue that—you 
know, some of these efforts need to be intensified in order to fill 
knowledge gaps on this issue and sort of develop a strategy toward 
judicious use to ensure that these antibiotics remain effective when 
they are used. 

Ms. PINGREE. Well, I would like the opportunity to stay a little 
bit better informed about your activities. So perhaps we can have 
a conversation just so I can get a better sense of how much of an 
impact you have had, how far you are taking it, and what the co-
ordination with the other agencies looks like. I know I can’t go 
through all that right now. 

But I think there is an enormous amount of interest on this, ob-
viously, outside of Congress. Inside Congress, many other Members 
are working on this issue as well. I just think we want to be able 
to talk about the progress that we are making and whether or not 
we are taking it seriously enough, which I often think people on 
the outside don’t think. 

Mr. RONHOLM. Absolutely. 
Ms. PINGREE. Thank you, Mr. Chair. 

WORKFORCE VACANCIES

Mr. ADERHOLT. Thank you. 
There was an article in the New York Times that was written. 

And your testimony touched on the FSIS vacancy rate. 
In this article published by the New York Times, it claims that 

FSIS job vacancies are leading to more food recalls. 
Can you tell us a little bit about what is happening there. 
Mr. RONHOLM. Yeah. Absolutely. 
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Again, I would just remind folks that, you know, we are legally 
required—our inspectors are legally required to be in these facili-
ties every day and, when they are not, they cannot operate. They 
are not permitted to operate. 

So if there truly was a shortage of inspectors, I think what you 
would see is plants would dramatically scale back production or 
shut down completely. And this would happen very suddenly, and, 
clearly, all of us would hear about it. 

Like many organizations, we have vacancy rates due to retire-
ments and resignations. Part of the way that we deal with that, we 
have a pool of 200 relief inspectors across the country that fill in 
these gaps when they occur, much like substitute teachers do for 
school districts. 

And between our full-time force and this relief inspection force 
that are also trained, we are able to make sure that inspection goes 
and the plants remain operable. 

Mr. ADERHOLT. So you don’t really ever experience gaps in in-
spection for slaughter in processing facilities? 

Mr. RONHOLM. Correct. Correct. We haven’t. 

PSR UNION NEGOTIATIONS

Mr. ADERHOLT. Let me follow up with one more question on the 
poultry slaughter. 

FSIS has previously reported to the committee that you have ne-
gotiated with the unions to work with the industry to arrange con-
version of the plants for these new systems. 

Tell us about what—the status of those negotiations with the 
union and how that conversion is currently going. 

Mr. RONHOLM. I believe that is not occurring until after we move 
forward to the final rule. I will let Mr. Derfler—— 

Mr. DERFLER. We wouldn’t negotiate with the union until we 
give them notice of the right to bargain after the final rule pub-
lishes.

Mr. ADERHOLT. But once that happens, you will start negotiating 
with the union? 

Mr. DERFLER. We will give them their opportunity, and then we 
will certainly negotiate with them. 

Mr. ADERHOLT. Ms. DeLauro. 

PSR AND HUMANE HANDLING

Ms. DELAURO. Thank you, Mr. Chairman. I just have just a cou-
ple. I want to get to meat recall, but let me proceed here. 

Rapid line speeds present one of the greatest risks of inhumane 
treatment. Harried workers flip the birds upside down, force them 
into metal shackles. Less time for shackling birds will inevitably 
lead to more rough handling and increased incidence of fractures 
and other injuries. 

Yet, faster slaughter speeds also cause more birds to bypass 
backup slaughter devices and enter the scalding tank alive. Killing 
birds this way is not only cruel, it is illegal under the agency’s ex-
isting humane handling requirements, and it poses additional food 
safety risks as the stressed birds defecate in the scalding water 
shared by many other birds. 
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Also, it is my understanding that, at the end of this process, we 
just then bathe these chickens in a chemical cocktail that is pri-
marily chlorine. 

I don’t understand how this contributes to increasing food safety. 
And how do we ensure that animal welfare laws are upheld when 
inspectors will no longer view the parts of the line where animals 
are slaughtered? 

Mr. RONHOLM. This is an issue that is important to us. I mean, 
it is part of our responsibility to ensure that these animals are 
treated humanely. 

In terms of, you know, the incidence of poultry falling under this 
category, I believe that the recent stats show that it is .008 percent 
of poultry that actually are affected by this. And certainly we want 
to get that number to zero. 

Phil, do you have anything to add? 
Mr. DERFLER. The other thing I would say is, under the poultry 

slaughter rule, we would have one inspector who worked on-line 
and one inspector off-line who would have the opportunity to move 
up and down the line, including to see the slaughter part of the 
line.

That would be available to us, and they would be there, and they 
would be there to observe if there are birds that are coming in. 

So it is our belief that there will be less birds, not more birds, 
under the poultry slaughter rule that will have died other than by 
slaughter.

PSR AND FOOD SAFETY

Ms. DELAURO. That is a lot of birds to look at as they are moving 
up and down the lines here at 175. I don’t know what kind of mag-
ical powers these folks have, but it defies imagination. 

Also, in concert with something that the chairman was saying— 
and this comes from an IG report—‘‘Inspectors we accompanied to 
establishments as well as several supervisors confirmed that in-
spections were missed on a regular basis. However, FSIS had no 
procedure for ensuring that products produced without inspection 
were safe’’ and, ‘‘The agency’s information system did not track the 
number of missed inspections.’’ 

That was from an IG report, and that was done, I think, 2013. 
Is that correct? 2013. So there are real gaps in this process. I am 
sorry. It’s April 30, 2012, that we dealt with that. 

And there is also a point in this OIG report, and it is not—it con-
cludes that, ‘‘USDA has found’’—‘‘The Inspector General has found 
serious deficiencies at FSIS.’’ 

And these problems predate the current administration. This 
goes back. And they found serious and, at times, inexplicable lapses 
by the agency. 

The last—when I talked about the risk assessment, also, this IG 
reported that, ‘‘The FSIS could not determine whether the goals of 
the pilot program, HACCP-based Inspection Models Project, HIMP, 
were met because FSIS did not adequately oversee the program.’’ 

In the 15 years since the program’s inception, FSIS did not criti-
cally assess whether the new inspection process had measurably 
improved food safety at each HIMP plant, which has been stated 
as the key goal of the program. This is the Inspector General. 
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We have the GAO. We have all of these people who have done 
these evaluations. And this potential rule comes—it just comes up 
short. And that is why 68 of us—67 of us, 68 with myself, asked 
to withdraw this rule, because we are not dealing with a robust 
database on which to try to move forward in terms of where risk 
is and how you determine where you go based on risk. 

If the chairman would allow, a meat recall, there have been two 
major food-borne outbreaks in the past two years, and that is asso-
ciated with poultry products produced by Foster Farms in Wash-
ington State and California, and they have sickened over 600 con-
sumers.

No recalls were ever issued by the company. Can you explain 
why?

Mr. RONHOLM. First of all, to your question about the OIG report 
in reference to the HIMP pilot, the passage that you cited actually 
related to the pork pilot and not the poultry. 

Ms. DELAURO. Well, but we are intending to move this process, 
as I understand it, from GAO as well. Not only is it chicken and 
turkeys, but we are looking at hogs, et cetera. So this is the camel’s 
nose under the tent, and that is where we plan to go with this en-
tire process. 

Mr. RONHOLM. The OIG and GAO were absolutely correct as it 
relates to the pork pilot. And we are not moving forward with pork 
modernization unless we get data, which clearly we do not have ac-
cording to the OIG. 

Ms. DELAURO. But, also, I would reflect on the GAO report that 
really focused in on the chicken and the turkey piece and found 
that the data was wanting in that regard as well. And there was 
real clarity about that. They have mentioned it several times in 
there.

And I will submit that, the GAO report, for the record, Mr. 
Chair.

Mr. ADERHOLT. Without objection. 
[The information follows:] 
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PSR AND FOOD SAFETY

Ms. DELAURO. Okay. If you can move to the meat recall piece. 
Mr. RONHOLM. Yeah. I mean, that assessment by GAO was also 

correct in that it was the data analysis issues, which they put in 
their report that we intend to address on the final rule. 

On the Foster Farms recall, there was no—— 
Ms. DELAURO. If you can then get back to me on—if you are 

thinking about a final rule at the end of this year, potentially—or 
that is what you said, you believed it would be that way. 

So when you are dealing with a final rule, how do you go back 
in terms of this database in 15 years where there has been inad-
equate, if you will, data that we can build on to move in the future 
and do that? 

If it hasn’t been done over the last 15 years in taking a look at 
that, how do we pretend that we are going to be able to accomplish 
this effort by the end of this year? 

If you don’t have a substantial database at the moment where 
you have done this, how do you go and make up that difference? 

Mr. RONHOLM. We are happy to outline that for you. 
[The information follows:] 

COST BENEFIT ANALYSIS

In its report on the HACCP-based Inspection Models Project, GAO directed the 
Food Safety and Inspection Service to ‘‘Clearly disclose to the public limitations in 
the information-including the cost-benefit analysis—the agency relied on for the 
rulemaking to modernize poultry slaughter inspections.’’ This recommendation was 
limited to the information used to develop the cost benefit analysis, and was not re-
lated to the estimated public health benefits of the rule. Specifically, GAO rec-
ommended that FSIS acknowledge that some of the data used to develop the cost 
benefit analysis is more than 20 years old. 

USDA concurred with GAO’s recommendation and FSIS committed to disclosing 
any limitations in the data used in the final rule. This information will be found 
in the final rule when it is published. 

GAO accepted the agency’s response. 

FOSTER FARMS

Ms. DELAURO. If you do that for me, it would be great. Let’s ask 
the Foster Farms. Because I know the chairman has to leave. 

Mr. RONHOLM. So on the Foster Farms situation, what we found 
was there was a likely association between the illnesses and three 
Foster Farms’ establishments. 

However, there was no scientific information available that 
would connect these illnesses to a specific production lot within 
Foster Farms; so, therefore, it did not reach a recall threshold. 

So instead of that, because of that, we acted aggressively in 
issuing a public health alert. We intensified testing for those three 
establishments to ensure that they were working on this issue. 

They initiated a corrective action plan, which they continued to 
implement, which we continue to monitor. And so we are con-
tinuing to monitor their interventions and actions to ensure that 
they are compliant. 

Do you have anything to add, Phil? 
Mr. DERFLER. We issued a notice of intended enforcement action 

in response to which they issued a corrective action, and those cor-
rective actions Mr. Ronholm referred to when he said we continue 
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to monitor what they do. We continue to test intensively in the 
plants, including parts which we think is significant in that plant. 

Ms. DELAURO. My recollection is—and I could be wrong—that it 
was almost within a nanosecond, 24 hours, 48 hours, in which we 
said that everything had been corrected and you continued to mon-
itor.

Mr. DERFLER. We said they had a plan. 
Ms. DELAURO. You said they had a plan. That is right. You said 

they had a plan. 
The issue is that, in the midst of reviewing that plan and seeing 

about whether or not it was enacted and implemented, et cetera, 
where was the time frame to say, ‘‘Okay.’’ We immediately said, 
‘‘Reopen. Do what you are doing and continue on.’’ 

I mean, it just seems that there is a—you know, I just say this. 
The industry is allowed to do what it does, and we say, ‘‘Thank 
you. You have a plan. Stay open. We will continue to watch what 
you are doing.’’ And it just seems to be not rigorous, rigorous. 

Mr. ADERHOLT. Okay. Ms. Pingree is willing to—— 
Ms. PINGREE. I am yielding my time to Congresswoman DeLauro. 

I may be retroactively yielding my time, but I think she probably 
has a few more questions. 

MANDATORY RECALL AUTHORITY

Ms. DELAURO. Thank you. 
I know you do not have mandatory recall powers. Let me ask you 

if you will submit legislation for authority to issue mandatory re-
call.

Mr. RONHOLM. We are always happy to have a conversation 
about what could be different with the agency, but the strength of 
FSIS is working with the tools and the measures that we do pos-
sess in order to protect public health and prevent food-borne ill-
ness.

Ms. DELAURO. I guess you are not submitting legislation for au-
thority to issue mandatory recall. That may be something that we 
need to do. 

Final report on June 2012, May 2013 outbreaks. The Centers for 
Disease Control made the following statement: ‘‘USDA FSIS has 
conducted an investigation to determine the source of infections in 
this outbreak. As part of this investigation, USDA FSIS sent an in-
cident investigation team to one Foster Farms slaughter establish-
ment. The results of the investigation are being finalized.’’ 

Are you doing a report on this? 
Mr. DERFLER. We are working on a report. The findings of that 

Incident Investigation Team,—IIT,—was that investigation was 
key in driving us to focus on parts and is key in helping us address 
the issue as we go forward. 

Ms. DELAURO. Do you have the authority to declare Salmonella 
and Campylobacter adulterants? 

Mr. DERFLER. There is case law that says that Salmonella is not 
an adulterant. 

Ms. DELAURO. Campylobacter? 
Mr. DERFLER. We haven’t looked at that question. 
Ms. DELAURO. You have not looked at whether or not—— 
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Mr. DERFLER. Salmonella and Campylobacter—addressing Sal-
monella is effective in addressing Campylobacter. And what we 
have found is that our methods have been very effective in driving 
down Salmonella. 

In 1996, when we started, the positive rate for poultry was 20 
percent. In 2011, the last time we did a study, it was down at 7.5 
percent positives in our testing. For turkeys, it was 19.6 percent in 
1996. It was 1.7 percent when we looked in 2011. 

Ms. DELAURO. But what is the rate of illness? Actually, the Sec-
retary said that data would suggest that we have seen an 11 per-
cent decrease in the number of illnesses attributed to the products 
that FSIS is responsible for inspecting year to year. That’s 52,000 
fewer illnesses. 

I don’t know how the data was generated or how each of the pol-
icy changes you note contributed to the illnesses reductions that he 
has cited. If you have data on that and you can get that to us, that 
would be enormously helpful. 

RANCHO FEEDING CORPORATION

Status of the investigation into the 8.7 million pounds of 
uninspected meat processed and put into commerce by Rancho 
Feeding Company in California. 

Mr. RONHOLM. As you know, that is subject to a Federal inves-
tigation. So we are kind of forced to limit our comments on that. 

But I think it has involved an issue where the company allegedly 
circumvented the inspection process, and that is kind of the extent 
of what we are able to discuss regarding that particular recall. 

Ms. DELAURO. Is there anything that you can demonstrate to us 
to tell us how does that happen, that they bypass the inspection 
process?

Mr. RONHOLM. I mean, who knows what can happen when an in-
spector has his back turned, whether the company tries to operate 
after hours without an inspector’s knowing? 

Mr. DERFLER. That is part of what is being investigated. 
Ms. DELAURO. The report—Mr. Derfler, you talked about before 

this report of Foster Farms. 
That report you expect will be finalized? 
Mr. DERFLER. We are working on putting together a report. 
Ms. DELAURO. When will it be finalized? 
Mr. DERFLER. I can’t tell you. I am sorry. 
Ms. DELAURO. Can you please submit the final report for the 

record?
And I thank the chairman for his indulgence and my colleague, 

Ms. Pingree. Thank you very much. 
[The information follows:] 

SALMONELLA HEIDELBERG

Beginning in 2012, FSIS and CDC became aware of a multi-state outbreak of Sal-
monella Heidelberg that was eventually linked to Foster Farms. On November 8, 
2012, the FSIS Emergency Management Committee formed an Incident Investiga-
tion Team (IIT) to determine the cause of the illness outbreak. Between December 
11, 2012 and December 20, 2012, the IIT conducted an onsite investigation. The IIT 
closed out the investigation on June 13, 2013 and FSIS issued a final report in Sep-
tember 2013. 

The final report follows: 
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Mr. ADERHOLT. Thank you. Thank you all. 
And we apologize. This is a very—a lot of questions that could 

be asked here. The full committee chairman has us on a regular 
schedule and a lot of hearings are going on at one time, and I think 
this is the earliest we have had a markup. I think usually they are 
about a month later. So the chairman wants to get back to regular 
order, which all of us want to get back to. So we are trying to make 
sure that we get the bills marked in order to be able—we are able 
to go to the floor. 

So I want to try to make one of my other committees so they will 
know that I am a member of that other subcommittee that I am 
on.

But, anyway, thank you both for being here, for your testimony 
this morning, and we look forward to working with you as we con-
tinue on with fiscal year 2015 budget. 

And, again, I will look forward to our discussions and look for-
ward to hearing from your agency and your department as we 
move forward. So thank you. 

And the hearing is adjourned. 
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WEDNESDAY, APRIL 2, 2014. 

DEPARTMENT OF AGRICULTURE MARKETING AND 
REGULATORY PROGRAMS 

WITNESSES

ED AVALOS, UNDER SECRETARY, MARKETING AND REGULATORY 
PROGRAMS

KEVIN SHEA, ADMINISTRATOR, ANIMAL AND PLANT HEALTH INSPEC-
TION SERVICE 

ANNE ALONZO, ADMINISTRATOR, AGRICULTURAL MARKETING SERV-
ICE

LARRY MITCHELL, ADMINISTRATOR, GRAIN INSPECTION, PACKERS 
AND STOCKYARDS ADMINISTRATION 

MICHAEL YOUNG, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 

INTRODUCTION OF WITNESSES

Mr. ADERHOLT. Good morning. The Subcommittee will come to 
order.

Today we begin our review of the fiscal year 2015 budget request 
from the agencies of USDA’s Marketing and Regulatory Programs 
mission area, a critically important function necessary to ensure a 
safe, healthy, fair, transparent, and efficient marketplace. 

This morning I would like to welcome to the Subcommittee Mr. 
Ed Avalos, USDA’s Under Secretary for Marketing and Regulatory 
Programs. Welcome. 

Mr. AVALOS. Thank you. 
Mr. ADERHOLT. Also we have joining us Mr. Kevin Shea, Admin-

istrator, Animal and Plant Health Inspection Service; Mr. Larry 
Mitchell, Administrator, Grain Inspection, Packers and Stockyards 
Administration; Ms. Anne Alonzo, Administrator, Agricultural Mar-
keting Service; back with us again, Mr. Mike Young, USDA’s Budg-
et Director. 

OPENING STATEMENT—MR. ADERHOLT

Welcome to all of you and glad to have you all here this morning. 
The work of this Subcommittee in making funding decisions and 

related policy matters and is tied directly to the success of the mis-
sion area. 

Some of you have heard us emphasize the themes and principles 
of our work this year, and it is worth noting again, and I will brief-
ly go over that. 

The Subcommittee is conducting its work with three primary 
themes. First, ensuring the proper use of taxpayer funds through 
the Committee’s oversight responsibility; second, ensuring that the 
agencies here today develop, implement, and execute an appro-
priate level of regulation to protect producers and the public, and 
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third, ensuring that taxpayer funds are targeted to the most vital 
programs.

We will be reviewing your budget request with these three 
themes in mind. 

Our hearing today provides us with an opportunity to review the 
programs, operations, and funding for a mission area at USDA 
charged with facilitating domestic and international marketing of 
U.S. agricultural products and ensuring the health of plants and 
animals.

On the one hand, we have GIPSA with a dual function of regu-
lating livestock and poultry markets and facilitating the marketing 
of grains and grain products around the world. 

We have AMS with the broad charge to facilitate the efficient 
and competitive marketing of all types of agricultural products do-
mestically and internationally, as well as a major role in the pur-
chase of commodities of USDA’s nutrition programs, and lastly, we 
have APHIS with a wide spectrum of responsibilities ranging from 
keeping animal disease and plant pests out of the U.S., to regu-
lating biotechnology, to fighting non-tariff trade barriers in over-
seas markets. 

MRP’s funding sources are unique to its responsibilities. USDA 
is proposing a total of $965 million in discretionary resources in fis-
cal year 2015 for these three agencies. When combined with user 
fees and Customs receipts, total budgetary resources are estimated 
to be about $2.3 billion. 

The APHIS budget comes in at a decrease of 3.6 percent after ex-
cluding the increase request for GSA rent. 

The major funding increase for AMS is again in the area of 
transportation and marketing programs for local and regional mar-
ket development. Lastly, GIPSA requests less than $1 million for 
regulatory equipment, supplies, and other support expenses. 

I commend USDA for including fewer budgetary gimmicks this 
fiscal year. While I appreciate the more straightforward request, 
there are some decisions in this budget I cannot agree with and 
frankly do not understand. 

One such decision is the Administration’s request for decreases 
related to citrus health after Congress has clearly emphasized its 
priorities with increases for citrus greening, and when Florida 
alone has lost an estimated $3.63 billion in lost revenues and 6,611 
jobs since 2006 as a direct result of this disease. 

Let me add members of this Subcommittee and elsewhere in 
Congress are thankful for the Department’s work with the private 
sector to fight citrus greening and other high priority pests and dis-
eases, and we look forward to continue to work with your agencies. 

While this Subcommittee is keenly aware of the hard budget de-
cisions made over the past few years and achievements made in 
budget savings across the mission area, this Subcommittee is still 
faced with a number of challenging decisions in front of us over the 
next couple of months. 

We hope your responses today can assist us as we develop a re-
sponsible budget for the next fiscal year. 

At this time, I would like to recognize the Ranking Member of 
this Subcommittee, Mr. Farr, for any opening remarks he may 
have.
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OPENING STATEMENT—MR. FARR

Mr. FARR. Thank you very much, Mr. Chairman, and thank you 
for that overview. I always look forward to this hearing because it 
essentially is where the rubber hits the road. It is the selling and 
marketing and all the regulations that deal with that in American 
agriculture. It deals with plant and animal health and inspection. 
It deals with grain and packers and stockyards and inspection. 

It is kind of very esoteric and a lot of sort of bureaucracy but it 
is so important to maintain the credibility in the consumers’ eyes 
and in the world’s eyes of American agriculture. 

I have a lot of technical questions. I look forward to the hearing. 
Thank you. 

Mr. ADERHOLT. Thank you. Mr. Avalos, we will now turn to you 
for your opening statement. Remember, your full statement will be 
included in the record. Feel free to summarize any way you see fit. 
After your opening statement, we will proceed with questions. 

Again, welcome, and we look forward to your testimony. 

OPENING STATEMENT—MR. AVALOS

Mr. AVALOS. Mr. Chairman, distinguished members of the Sub-
committee, I am pleased to appear before you to discuss activities 
of the Marketing and Regulatory Programs mission area at USDA. 

I am here to present fiscal year 2015 budget proposals for AMS, 
APHIS, and GIPSA. 

Secretary Vilsack said before this Subcommittee that the Admin-
istration is strongly committed to expanding opportunities for all 
Americans. MRP helps accomplish this in a variety of ways. For ex-
ample, AMS and GIPSA certify the quality of agricultural commod-
ities and provide industry with a competitive edge earned by the 
U.S. Seal of Approval for grading and inspection. 

GIPSA also works to ensure that livestock producers have a fair 
and competitive market. APHIS protects the health of plants and 
animals, enhancing the competitiveness of U.S. producers by keep-
ing production and marketing costs low. 

MRP agencies are operated in an environment of increased work-
load, complexity and constrained resources. We have continued 
quality operations because we have enhanced partnerships, we 
have streamlined our processes, and we focus our resources on the 
highest priorities. 

The MRP agencies have achieved several accomplishments, a few 
that I want to highlight just quickly, Mr. Chairman. 

In fiscal year 2013, APHIS in cooperation with other agencies, 
resolved 200 sanitary and phytosanitary trade issues, which in-
cluded opening new markets and retaining existing markets for 
U.S. agricultural products valued at $2.9 billion. 

This involved more than 50 countries and plant and animal prod-
ucts such as peaches, apples, grapes, cattle, poultry, and much 
more.

In fiscal year 2013, APHIS personnel stationed abroad removed 
technical barriers that would have otherwise prevented entry of 
U.S. agricultural commodities. 

In addition to the work abroad, APHIS personnel stateside have 
achieved success in addressing several plant and animal pests. For 
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example, by working with California cooperators, APHIS continued 
a successful effort to eradicate the European grapevine moth. The 
European grapevine moth is a threat not only to California but also 
to the United States overall. 

When most people think of wine making, they think of grape pro-
duction, but they do not realize it would be worth nothing without 
addressing the European grapevine moth. 

APHIS has achieved success also in the animal health sector. In 
2013, USDA published a final rule to help ensure the United States 
had a strong livestock traceability system. Such a system is essen-
tial to respond to animal diseases, preserve animal health, and 
limit economic loss to owners and communities. 

AMS’ accomplishments in 2013 included Market News reports 
that increase market transparency for pork and grass fed beef. 
These Market News reports help farmers and ranchers by pro-
viding market clarity and better access to information. AMS grad-
ing, certification, and audit verification services certify that prod-
ucts met the requirements for USDA quality grades and specialized 
food labels. 

AMS also worked with other agencies to facilitate trade by har-
monizing U.S. and Canadian meatcut terminology and developing 
export verification programs to open export markets. 

Another significant accomplishment was the establishment of an 
organic equivalency agreement between the United States and 
Japan. The combined organic sector in the United States and 
Japan is valued at more than $36 billion. It continues to rise. 

In 2013, the AMS Commodity Purchase Program purchased a 
total of almost $1.6 billion worth of food from our nation’s pro-
ducers.

AMS’ efforts to support small business with these purchases re-
sulted in more than 45 percent of contract dollars being awarded 
to small businesses. 

Finally, GIPSA had many noteworthy accomplishments. GIPSA 
closed over 2,200 investigative files of potential violations of the 
Packers and Stockyards Act, and GIPSA provided over 2.97 million 
inspections on 230 metric tons of grain with a value of $36 billion. 

The fiscal year 2015 budget requests total budgetary authority of 
about $2.3 billion among the agencies; $965 million is from discre-
tionary appropriations, and more than $919 million comes from 
Customs’ receipts, and about $455 million from fees charged to di-
rect beneficiaries. 

I am going to talk briefly about each agency. AMS’ mission is to 
facilitate strategic marketing of agricultural products in domestic 
and international markets while ensuring fair trade practices, and 
a competitive and efficient marketplace for the benefit of our pro-
ducers, our traders, and consumers of U.S. food and fiber. 

AMS accomplishes this mission through a wide variety of activi-
ties in cooperation with the states and other agricultural partners. 

The President’s budget for AMS is approximately $84 million. 
This funding level includes the resources needed for on-going Mar-
keting Services activities and the Federal-State Marketing Im-
provement Program. 

Additional funding is requested for the Transportation and Mar-
ket Development Program to work with the Federal and state 
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agencies, the land grant universities, regional planning commis-
sions, to access local and regional food systems. 

APHIS, the Animal and Plant Health Inspection Service, has a 
really broad mission that includes protecting and promoting the 
health of U.S. agricultural and natural resources, administering 
the Animal Welfare Act, and carrying out wildlife damage manage-
ment activities. 

Together with customers and stakeholders, APHIS enhances 
market access into the global marketplace and helps ensure abun-
dant agriculture products. 

The budget request proposed is discretionary appropriations of 
about $838 million. In addition, existing user fees of more than 
$231 million to support the Agricultural Quarantine Inspection— 
AQI—activities directly managed by APHIS. 

With the publication of the final Animal Disease Traceability 
Rule in 2013, the 2015 budget request enhances the implementa-
tion of this rule, and the money will be used for improvements, 
such as data access, tag testing, enforcement efforts, and assistance 
to the states and Tribes. Ultimately, the actions supported by the 
request will assist producers to protect their animals and safeguard 
the U.S. livestock industry which is worth $70 billion. It also helps 
ensure our trading partners of our commitment to protect the 
health of our livestock. 

Also worth noting, the President’s budget request continued 
funding to address the problem of feral swine, estimated to cost 
$1.5 billion in damages every year with more than half of that 
being direct damage to agriculture. 

These destructive animals threaten animal and human health, 
crop and livestock, rural, suburban, urban properties, and natural 
resources.

Mr. Chairman, thanks to the $20 million appropriated in funding 
by this Subcommittee, I would like to announce that today we are 
officially kicking off our National Feral Swine Management Pro-
gram. This program will allow us to reduce the damage caused by 
feral swine and to slow their spread—a national strategy to provide 
tools and assistance to states and other partners to confront feral 
swine.

We will be providing over $9 million for state projects as well as 
funds for disease monitoring to protect domestic swine. Our pro-
gram will also fund important research and operational activities. 

Again, Mr. Chairman, we thank this Subcommittee for its sup-
port of the program, and we look forward to working with our 
state, Federal and local partners to reduce the damage caused by 
the feral swine and to stop their further spread. 

For GIPSA, the budget proposal requests slightly more than $44 
million, about $24 million is requested for the Packers and Stock-
yards Program, and approximately $20 million for the Federal 
Grain Inspection Service. 

This budget also includes existing user fees, about $50 million, 
for grain inspection and weighing. The discretionary budget in-
cludes a request for additional funding to allow the Packers and 
Stockyards Program to facilitate market protection for buyers and 
sellers of poultry and livestock through greater compliance and in-
vestigative enforcement activities in the field. 
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These funds will provide equipment and support expenses needed 
for the field staff to do their jobs. 

An increase in the Federal Grain Inspection Service will help 
purchase long delayed laboratory equipment that will help advance 
the assessment of rice characteristics, and effective mycotoxin test-
ing programs for U.S. grain exporters. 

In closing, Mr. Chairman, the budget request for MRP supports 
our key role for rural economy and for producers and consumers 
across the nation. 

Under this Administration, agricultural exports have had the 
strongest five year growth in our nation’s history. We have set a 
new record in calendar year 2013 at $144.1 billion in exports. 

MRP programs have contributed significantly to the success as 
well as development of these domestic markets. In fiscal year 2015, 
the budget reflects the comprehensive efforts we have taken to con-
serve taxpayer dollars through targeted common sense efficiencies. 

Mr. Chairman, this concludes my statement. We look forward to 
answering any of your questions. Thank you. 

[The information follows:] 
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BIOTECHNOLOGY PETITIONS

Mr. ADERHOLT. Thank you. Thank you for your testimony this 
morning and look forward to interact with some questions. 

I want to start out with GMO foods and talk a little bit about 
that. Last week, there was a statue of Nobel Laureate, Dr. Norman 
Borlaug, that was unveiled in Statuary Hall in the United States 
Capitol. Actually, he was honored for having saved more than a bil-
lion people from starvation with the development of high yield dis-
ease resistant crop varieties. 

In 2000, Borlaug was quoted as saying there was no evidence to 
indicate that biotechnology is dangerous. Last week, we had the 
Commissioner of the Food and Drug Administration here, Margaret 
Hamburg, and she informed the Subcommittee that FDA and all 
reputable science organizations have found no evidence of a safety 
risk involved with this. 

Up until recently, USDA leadership and APHIS have maintained 
a focus on the importance of science in determining the safety of 
this technology. However, many in Congress are concerned that the 
politics of biotechnology may be interfering with the scientific re-
view process. 

Last year when you were here, you told us that the goal was to 
get approval done in about one year. However, USDA’s own data 
shows it took on average almost 900 days for eight products to be 
approved in 2013. USDA also committed to eliminating the backlog 
of 22 petitions in about a year, while in two years, USDA was able 
to decrease the backlog by only six petitions. 

The question would be where in the process is the review taking 
more than promised? Is it APHIS? Is it USDA Headquarters? Is it 
outside USDA? Talk to us a little bit about that. 

Mr. AVALOS. Mr. Chairman, thank you for your question. First 
of all, science really gives us a competitive edge. Innovation really 
is important to the future of agriculture. 

We understand the process to deregulate a biotech product. The 
timeline is very important to the company that is producing the 
product and very important to the farmer that is using the seed. 
We know time is costly. We know time is money. 

At USDA, APHIS, Mr. Chairman, we still stand committed to re-
duce the timeline, but to do it in a way that does not impact on 
the quality and integrity of our work. 

To address your questions on the timeline and where we are, I 
am going to ask our Administrator at APHIS, Kevin Shea, to an-
swer your question. 

Mr. SHEA. Thank you, Mr. Under Secretary. To tell you just a 
few things about it, one, we changed our process a few years ago 
to try to make it quicker, and of the products we have put through 
that new process, we actually got one through in 22 months, which 
is a substantial decrease over the time it had been taking. 

I think the other important point is we want a lasting decision, 
a lasting deregulation decision. What we do not want to do is de-
regulate a product and then face litigation, which we had faced on 
virtually every major product that we deregulated. 

What that has led to a couple of times in the past, farmers start 
depending on the product, and then it is not available to them. We 
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had one occasion where alfalfa growers were able to plant product 
for one year, then could not plant it the next year, so some growers 
had an advantage over the others, if you accept the premise that 
it is an advantage to use that seed. 

We want to be very careful that we do not make a decision that 
is going to be subject to being overturned in courts, whether that 
is the court of public opinion or in U.S. District Courts and Appeals 
Courts. We need to make sure we get this right. 

For one thing, as the Under Secretary said, our basic role is to 
make sure there is not a plant pest risk. The health risk, we leave 
that to others to decide. We simply have a very narrow role of 
whether or not any, particularly genetically engineered product, 
might pose a plant pest risk. That is what we look at. We want to 
make sure we get that right first of all, but again, we want a last-
ing solution, a lasting decision that is not going to be subject to 
constant revocation. 

Mr. ADERHOLT. In other words, it is a decision at USDA Head-
quarters to move slower on these approvals? 

Mr. AVALOS. To do it right. It is an emphasis to reduce the 
timeline but also at the same time, it is an emphasis to make sure 
we do it correctly to avoid problems down the road. 

Mr. ADERHOLT. How can we ensure or you ensure us rather that 
the fiscal year 2014 and 2015 budgets are sufficient to ensure that 
future regulatory decisions are made in a more timely and predict-
able manner as far as from the budgetary standpoint? 

Mr. SHEA. As you have mentioned, we have made a big dent in 
the backlog. I think as we get that backlog down further, at this 
funding level we have requested and the same funding level we 
had in 2014, we will be able to get to a point of equilibrium. 

Once we can get into about 13 deregulation decisions coming in, 
we can get 13 deregulation decisions out. I think we are getting 
much, much closer to that, and I think this budget request will 
allow us to do that. 

Mr. ADERHOLT. I did mention the backlog, but I mentioned there 
were only six that were able to be decreased from the backlog, and 
USDA had committed to eliminating about 22 in about a year and 
then over two years, it was only about six. 

Thank you for that. Let me turn it over to—— 
Mr. FARR. I yield to Ms. DeLauro. 
Ms. DELAURO. Thank you very much, Mr. Chairman. 
Mr. ADERHOLT. The floor is yours. 

TRADE WITH RUSSIA

Ms. DELAURO. I will have the Secretary of Labor next door in 
about two minutes. I am just going to try to state some questions 
and see if we can get some quick answers and then submit others 
for the record. 

These are questions regarding AMS and APHIS. What is the role 
that your agencies play in our trade dispute resolutions and in en-
suring that imported foods and food products are safe? 

From your testimony, I understand that Russia required us to 
meet their demands for zero tolerance regarding antibiotic usage. 
You met their demands. The merits on the antibiotic usage aside— 
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that we would just simply adhere to another country’s demands in 
front of an international body. 

What is the process that occurred in the case with Russia and 
what precedent might be set for future WTO cases? 

Another case, elimination of BSE related restrictions on U.S. ex-
ports of beef, other bovine commodities, involving Japan, Bahrain, 
Mexico, Indonesia, Panama, Peru, Trinidad and Tobago, and Tur-
key, what did we agree to in order to get the restrictions lifted? 

There is a petition nationwide, which has come to my attention, 
it says over 332,000 people living in every state across the country 
want to ban the import of Chinese processed chicken into the 
United States, and particularly to keep it from the National School 
Lunch Program. 

What will you do to ensure that no Chinese chicken will be pur-
chased for inclusion in the National School Lunch Program and 
other federally funded nutrition programs? 

Lastly, eliminating BSE related restrictions on U.S. exports of 
beef and bovine commodities, again, what did we agree to in order 
to get these restrictions lifted? 

Mr. AVALOS. Congresswoman, I am going to try to answer some 
of the questions quickly, and I am going to ask Mr. Shea to help 
me.

On the BSE, the World Organisation for Animal Health—OIE— 
gave us the lowest risk that is available in the livestock industry— 

Ms. DELAURO. My question was what did we agree to in order 
to get the restrictions lifted. 

Mr. AVALOS. We did not trade anything for the risk. What we did 
is we did our job here to certify that we were free of Bovine 
Spongiform Encephalopathy—BSE. The international body gave us 
that recognition, but we did not give anything in return to receive 
that recognition. 

Ms. DELAURO. Tell me about the role the agencies play in trade 
dispute resolutions and imported foods and food products, and the 
issue with regard to Russia and their zero tolerance regarding anti-
biotics usage. 

Mr. AVALOS. Unfortunately, Congresswoman, that issue on anti-
biotics, it does not come under my jurisdiction. It is a Food Safety 
Inspection Service issue. 

Ms. DELAURO. It was in testimony. I read all the testimony. 
Mr. AVALOS. Unless you are making reference to Ractopamine 

that Russia would not allow in our beef. 
Ms. DELAURO. It is in the testimony. ‘‘As the use of veterinary 

drugs is an increasing issue for animal agriculture.’’ 
‘‘In 2013, the Russian Federation banned the use of a drug ap-

proved for use in food producing animals to produce leanness and 
to improve feed efficiency. To address Russia’s zero tolerance pol-
icy, the Foreign Agricultural Service and the Food Safety and In-
spection Service approached AMS to develop a program to help 
U.S. beef, pork, and poultry producers meet the new requirements. 

The new program establishes a system of approved labs to verify 
these products meet international requirements. With this certifi-
cation program, market opportunities . . .’’ 

It further says ‘‘Russian officials announced this month that they 
would allow pork into Russia if the pork was produced from facili-
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ties that have been approved by AMS to meet Russia’s require-
ments that pork be produced from animals never fed beta 
agonists.’’

Mr. AVALOS. Congresswoman, I understand your question now. It 
is the Export Certification Program, which is an AMS program. We 
certify that facility met the requirements of the importing country. 

We are able to address that issue for Russia by having what we 
call the Export Certification Program, and we certify what was fed 
to these animals, we certify the plant for export, and we sign an 
official certificate for Russia. 

Yes, we were able to address that issue. 
Ms. DELAURO. In the trade agreement and this back and forth, 

we agree, as I said, the merits on antibiotic usage aside and your 
view, Russia says they mean zero tolerance, so we comply with 
that. What happens in future trade agreements where we have 
these kinds of efforts? 

I have to leave, as I said the Secretary of Labor is there. There 
are serious, serious implications on trade and what your agency 
does, and that does not get into the Chinese chicken issue or any-
thing else. 

I really would like on paper what role you play. We are about 
to enter into a trade agreement with 12 nations, which have seri-
ous food safety implications, so your role is critical to our under-
standing of what is happening and what we give away and what 
we agree to with these trade negotiations. 

[The information from USDA follows:] 
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Mr. ADERHOLT. Mr. Yoder. 

COUNTRY OF ORIGIN LABELING

Mr. YODER. Thank you, Mr. Chairman. Thank you for your testi-
mony today. As you may know, Kansas farmers and ranchers, live-
stock producers, and folks around the country in that arena are 
very opposed to the language in the Farm Bill dealing with country 
of origin labeling. 

In fact, my livestock groups urged me to oppose the Farm Bill 
despite some of the other favorable provisions to Kansas farmers. 

It is my understanding in recent time, a District of Columbia 
Court has ruled against a suit against those labeling rules. 

However, as we know, the World Trade Organization has already 
found the labeling system as a barrier to trade, and that finding 
could allow Canada and Mexico to impose more than $2 billion in 
retaliatory tariffs. 

Those tariffs could go on everything from meat to California wine 
to Florida citrus, it runs the gambit. 

My question is if we lose in the WTO, what is the Administration 
going to do to resolve those tariffs, and are those ultimately going 
to be borne by consumers in all our districts across the country at 
the grocery store and at the market? 

Mr. AVALOS. Congressman, you are right. I will just go back to 
the final rule on country-of-origin labeling that did take effect back 
in May. 

The biggest impact was on meat, on meat products. The final 
rule required that the label on meat products in the grocery store 
list the production steps, to tell the consumer where that animal 
was born, where it was raised, and where it was processed. 

When we went through and developed this final rule, we did it 
side by side with the U.S. Trade Representative. Congressman, we 
feel confident this change will put us in compliance with the WTO. 

To answer your question directly, I think the most appropriate 
action we can take right now is to leave it in the hands of the WTO 
and see what they decide. Their final ruling is supposed to be late 
this Summer. 

Again, I want to emphasize we feel that the changes we made, 
the final rule that we published, will put us in compliance with the 
WTO.

Mr. YODER. If it does not put us in compliance with the WTO, 
what happens? 

Mr. AVALOS. We will have to address it at the time. 
Mr. YODER. What are the likely scenarios? 
Mr. AVALOS. I could not tell you what the likely scenarios would 

be because we are confident we are going to be in compliance. This 
Summer when we get the final ruling, we will decide then. 

Mr. YODER. What is the Administration’s reaction if the WTO 
rules that $2 billion in tariffs continue to go forward? How do we 
respond to that? 

Mr. AVALOS. Congressman, we will do our best to address it at 
the time, like I said. Again, we are confident that we are going to 
be in compliance with the WTO. 
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The AMS Administrator just told me the U.S. Trade Representa-
tive—USTR—is the agency that is handling this topic. It is in their 
arena at this time. 

Mr. YODER. You have kind of confirmed what I think many folks 
in the country feel, that we do not have a proper response ready 
to go, and we do not know really what our country will do if we 
are hit with $2 billion in trade fines. 

I think we need to be concerned about that and need to be pre-
pared for that potential because it really could affect a lot of con-
sumers, constituents, and there will be a lot of complaints. 

We just need to be prepared for those labeling requirements, and 
if the WTO disagrees with you, sir, we need to be more prepared 
than I think we are to deal with those consequences going forward. 

LOCAL FOOD

Let me shift gears a little bit. The Agricultural Marketing Serv-
ice has again requested increased funding this year of over $3 mil-
lion for the Transportation and Marketing function, with a focus on 
farmers markets and local food promotion program. 

As you know, in states like Kansas, we want to transport a lot 
of grain, a lot of beef, a lot of products. I guess my questions are 
what is the AMS doing in this area to ensure that the U.S. is able 
to maintain or build upon an agricultural transportation system 
that can compete with the likes of China, Europe and Brazil, and 
really more importantly, is AMS requesting more funds to help re-
gional food hubs at the expense of the national needs, which could 
eventually lead to a loss in competitive advantage in international 
markets?

Mr. AVALOS. Congressman, first I want to say there really is a 
tremendous buzz all over the country on local foods. A lot of energy 
on local foods. In fact, local food sales have continued to increase, 
now to over $7 billion a year. 

The number one trend in the country with the supermarkets, 
with the restaurants, is local food. We cannot ignore that. This is 
important to a lot of components of agriculture. 

In reality, local foods is an economic driver for communities. 
Local foods creates jobs. It keeps many farmers, mostly small farm-
ers, on the farm. It keeps farm land in farm production. 

Out West, like my own State of New Mexico, it maintains the 
water rights for farm land, which is very, very important. 

To answer your question directly, this is only a minute amount 
of resources that are being applied to local and regional. The bulk 
of our resources, not only at AMS but at APHIS and GIPSA, is for 
what you would call mainstream agriculture, large agriculture that 
we are used to. 

The support for local and regional is not impacting in any way 
whatsoever mainstream agriculture. 

Mr. YODER. I see my time has expired. Thank you, Mr. Chair-
man.

Mr. ADERHOLT. Mr. Farr. 
Mr. FARR. Thank you very much. I personally am very pleased 

we are putting some marketing activity into the local food market. 
Even in California, most people do not think about it, but it is a 
grain producing state, up in Northern California. The wheat they 
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grow up there is so high yield and so different from what is grown 
in other parts of the country, they have their own niche markets, 
and do not have to rely on the national trend. 

I think what you will see is this local market will pick up sort 
of the small farmer capacity to be able to have market supply and 
get into agriculture, and at the same time, there are going to be 
surpluses and those surpluses can be marketed nationally and 
internationally. I think it is a win-win for everybody. I appreciate 
your putting more money into it. 

ORGANIC CROP INSURANCE

I have one question about the organic market data. In your testi-
mony, you indicated on page three that the increased organic mar-
ket data reported by AMS ‘‘Makes it possible for USDA’s Risk Man-
agement Agency to strengthen crop insurance offerings for organic 
producers.’’

I am just curious if you could explain the relationship between 
the market data and crop insurance. 

Mr. AVALOS. Congressman, again, I want to emphasize the or-
ganic component in agriculture is very, very important. 

Mr. FARR. You do not have to tell me, I authored the legislation. 
Mr. AVALOS. Absolutely. I was just reemphasizing what you al-

ready know. I was doing it for the benefit of the rest of the Com-
mittee.

To answer your question, I am going to ask Administrator of 
AMS, Ms. Alonzo, to respond. 

Ms. ALONZO. Hi, Congressman. First of all, our Market News re-
ports, we issue several hundred a year. They currently report on 
organic products, but we are constantly reevaluating them and try-
ing to make sure we are consistent with market needs and de-
mands.

Increased organic market data is a need that we have identified 
because it is really lacking and a major barrier in terms of organic 
crop insurance. 

We have now modified our reporting to create an organic field, 
if you will, on our portal, to show organic as a distinctive value. 
Now RMA—the agency—can select organic records and kind of pull 
it out, if you will, and categorize it so that we can show the true 
market value of organics. 

Then they use this information to calculate insurance pay out 
rates. That is the nexus, if you will, with our reporting. 

Mr. FARR. The more market data you have and the more accu-
rate it is, the cheaper the insurance and the more crops it will 
cover?

Ms. ALONZO. Precisely. That is why in the Farm Bill there is a 
data initiative, and they are providing $5 million in funds to fur-
ther expand organic market reporting with NASS and ERS, be-
cause of this identification of the necessity of this data. 

Mr. FARR. I would imagine that is the same problem we have 
had with all specialty crops as they get into the crop insurance 
market.

I remember when we had floods and tried to do it. The only way 
we could get insurance was emergency insurance. There are the 
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actuarials on these crops. Growers cannot even tell you what they 
are going to plant next year or how many acres. 

We have grown 100 crops in one county. It varies on the season. 
You can grow three crops and in some cases four a year. Those four 
may be different every year, depending on what the market forces 
are. You have lots of choices between strawberries, lettuce, celery, 
artichokes and everything else that is out there. 

I appreciate all the work you are doing because we need to get 
that crop insurance covering specialty crops. 

Ms. ALONZO. Thank you. 

ANIMAL WELFARE ENFORCEMENT

Mr. FARR. I also have a question, and this is a long one. The 
Committee has consistently increased APHIS’ funding for animal 
welfare and horse protection enforcement over the last few years. 
Yet in 2013, APHIS took an average of 757 days to send a penalty 
to a violator of the Animal Welfare Act. That is over two years. 
APHIS took an average of 650 days to send a warning letter to vio-
lators of the AWA or HPA. That is just a piece of paper in the mail. 

The average case age is even worse for the most egregious viola-
tors. Those violators that APHIS sends to the Office of General 
Counsel for prosecution, the cases at OIG are on average over 
1,400 days old. That is almost four years old. 

It appears to me that APHIS’ enforcement arm is severely lack-
ing, even with additional funding and more staff hires. 

My question to you, Mr. Shea, is what kind of deterrent value 
do you think this kind of slow motion enforcement is having? How 
do you expect animal abusers to (a) have any accountability or (b) 
respect the authority of USDA when they get a piece of paper in 
the mail two years after breaking the law? 

Has APHIS actually evaluated the efficacy of its enforcement 
process for stopping animal abuse? 

Mr. SHEA. Mr. Congressman, we have many, many cases to deal 
with and we have to prioritize which ones we move for formal liti-
gation and which ones we try to settle with stipulations. 

We do enter into many stipulations or consent agreements with 
violators. Often we try to get them to change their way of business 
and to put some of the money into changing their way of business. 

I cannot disagree there is a long backlog because there are so 
many cases to deal with. The appropriation for animal welfare has 
increased substantially over the last few years, but still relatively 
modest with the universe that we have to regulate. 

Mr. FARR. Are you asking for more money if you need more en-
forcement officers? 

Mr. SHEA. In the 2014 appropriation, the appropriation increased 
by $3 million. That is going to allow us to probably hire 30 or so 
people into the enforcement process, both inspectors and people 
who follow the cases through. 

It has been difficult to staff up for animal welfare, and also its 
enforcement arm. 

Mr. FARR. That was the 2014 budget. How about the 2015 budg-
et? That is the one we are working on here. 

Mr. SHEA. The 2015 budget will be the same as 2014, but it will 
take us some time to get staffed up. As the Chairman mentioned 
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earlier, trying to find the proper use of taxpayer funds and stay 
within the taxpayer funds has been a real challenge for us, with 
the appropriation number fluctuating quite a bit for animal welfare 
over the last several years. 

Now we have a lot of confidence with this year’s appropriation 
and the request for 2015 being equal to 2014, that we can go ahead 
and hire 30 or more people to substantially increase that process. 

Mr. FARR. In closing, I think it would be very helpful to know 
what states are good partners with you and which states are not. 
We give states a lot of money through our formula funding and 
block grants and things like that. 

I just know that every time there is an animal abuse, it is front 
page of the paper. It is the highest news you can get. People want 
immediate action. If our Government enforcement agencies cannot 
do it, they are very critical of us. 

We look forward to working with you. If we need more money, 
let’s ask for it. 

[The information from USDA follows:] 

ANIMAL WELFARE ENFORCEMENT

In recent years, APHIS has partnered with a variety of States and other entities 
to better coordinate inspections and support successful enforcement actions. For ex-
ample, APHIS works closely with the Missouri Department of Agriculture to conduct 
State and federally coordinated inspection of dog dealers and exhibitors. In Iowa, 
APHIS and the State jointly inspect facilities when the entity is not in compliance, 
and APHIS collaborates with Iowa officials to conduct education and outreach with 
key breeder groups. APHIS also has collaborated with the Ohio Department of Agri-
culture during its development of new exotic animal laws, improving the welfare of 
the animals, as well as assuring public safety. In California, APHIS and the Cali-
fornia Fish and Game collaborate to conduct all investigations where there has been 
an exotic animal incident or compliance. And, as a final example, when Texas en-
acted a new law requiring dog kennels to require a license for business, APHIS 
worked with the Texas Department of Licensing and Regulation to conduct the re-
quired training necessary to ensure entities’ compliance and continuity of business. 

Mr. ADERHOLT. Mr. Valadao. 

DAIRY EXPORTS

Mr. VALADAO. Thank you, Mr. Chair. Administrator Alonzo, in 
your testimony, you mentioned the AMS dairy export program and 
the newly implemented electronic document system to facilitate ex-
port certification for products going to the European Union and 
over 100 other countries. 

Representing the largest dairy district in the U.S., I am espe-
cially pleased with the development. It is important for my District 
and the constituents I serve to ensure their products become glob-
ally available. 

Would you highlight a few examples of success with this program 
and also where we can see changes or improvement? 

Ms. ALONZO. Thank you, Congressman. The dairy industry cur-
rently exports about 15 percent of its total U.S. production, which 
is pretty large. 

We have a very good story to tell with the program that we have 
in place. Basically, our Export Certification Program attests that 
our dairy products are fit for human consumption, they are pro-
duced under sanitary conditions, and they are free from animal dis-
ease.
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We like to say we facilitate export of products valued at approxi-
mately $5 billion to cover 110 countries, and as you mentioned, we 
have been very active with the EU. We have basically put the sys-
tem in place which is reducing time for processing requests to one 
to two business days. To date, we have issued over 32,000 export 
certificates in 2013, which is a 25 percent increase over 2012. 

It is a very important success story, and we are moving to China 
with similar success, if you will. We have approved a certificate for 
China, and our next step is to implement an electronic system just 
like we had for the EU. 

Thank you, Congressman. We are very pleased with this pro-
gram and pleased that you are pleased. 

HUANGLONGBING-CITRUS GREENING DISEASE

Mr. VALADAO. Thanks. Administrator Kevin Shea, Congressman 
Rooney and I would like to express our gratitude to the Committee 
for acknowledging the threat of HLB to our citrus industry with 
the $20 million in funding. 

Citrus has been growing in San Joaquin Valley for over 100 
years, and is now a $2 billion industry. The disease funding could 
not come at a better time. Notwithstanding the threat of HLB, my 
farmers were hit by sub-freezing temperatures, resulting in ap-
proximately $441 million in lost revenue. To add insult to injury, 
the San Joaquin Valley is now facing one of the worse droughts in 
history.

I would appreciate an update regarding the efforts to manage 
HLB, and the preventative measures your agency is taking in Cali-
fornia. Furthermore, what is the status of the shovel ready projects 
that you have identified? 

Mr. SHEA. Thanks very much and I really appreciate the Com-
mittee providing that $20 million over the course of the next few 
years for this project. 

There are three shovel ready projects that we are getting very 
close to starting. They are all rather unique. One is one to increase 
the use of biocontrol, so we have a wasp that will attack and elimi-
nate the ciliate that spreads citrus green disease or HLB. We are 
going to put money into both California and Florida, and Texas as 
well, but in each place, something different. 

For example, in Florida, they have a rather robust system al-
ready of production of the biocontrol agent, and they will be able 
to double the capacity. More agents, biocontrol agents being re-
leased, populations get knocked down. 

In California, we want to find more industry groups out there 
that will be able to produce them, and then we will purchase the 
biocontrol agents from them. 

In Texas, it is something rather different, something called a 
field cage, where they trim the tree down and then put the biocon-
trol agents right in the tree and seems to have a great impact on 
knocking those populations down. 

That is one. Another is something really unique, thermo therapy. 
There has been research that shows if you put semi-transparent 
plastic over the tree, it reduces the bacterium level very substan-
tially. What happens then is when the citrus ciliate appears and 



175

goes into the tree, they do not get bacterium out of it to spread, 
and the tree itself does better. 

How to move that from a laboratory setting to production is dif-
ficult because indeed we are draping plastic over trees. 

We are going to be putting funding available to the engineering 
community to try to figure out how to do this thermo-therapy. Of 
course, one of the big beauties of that is it uses one of the greatest 
resources of Florida and California, the sun. Simply heat and kill 
the bacterium. 

The third thing we are doing is working with microbials that can 
be injected directly into the vascular system of the tree, and that 
reduces the bacterium level substantially. 

Those are three projects that are going into place very quickly, 
and what is so important about those is they will provide very 
quick relief. 

There is ongoing research. As I think you know, the Farm Bill 
provided $125 million for citrus research over the next five years, 
looking for the long term solution to this problem. As you know, 
our growers need help now, and these are the kinds of things we 
think will help. 

Mr. VALADAO. Thanks. Thank you, Mr. Chairman. 
Mr. ADERHOLT. Mr. Bishop. 

CUSTOMS UNION AGREEMENTS

Mr. BISHOP. Thank you very much. Last year, APHIS began a 
new initiative to expand export markets in Belarus, Kazakhstan, 
and Russia for U.S. chicks and hatching eggs, which was a very 
significant development for our poultry exporters here in the 
United States. 

In 2010, Russia, Kazakhstan and Belarus formed a Customs 
Union which was aimed to commonize import requirements for cat-
tle and other live animals, as well as livestock products. 

There were nearly 40 potential agreements related to live ani-
mals and animal products that USDA continues to negotiate with 
the Customs Union. 

I think all of us have been very concerned with the current situa-
tion in Ukraine, and in particular, Russia and Crimea. 

Can you tell us given the calls for various sanctions by the U.S. 
and our partners in the European Union and the United Nations, 
what the current status of U.S. animal exports are to this region, 
and what if any impact could there be based on any sanctions 
which may be levied on Russia? 

What is the status of the agreements which have been negotiated 
with the Customs Union, and finally, are you in communication 
with the poultry and cattle industries and others here in the U.S. 
regarding this situation? 

Mr. SHEA. Mr. Congressman, we are in constant contact with the 
industry. We see making agriculture profitable and healthy as our 
number one goal, and to do that we need to stay in constant con-
tact.

We are trying to negotiate these agreements with the Customs 
Union. We are not aware of any specific impact from the sanctions, 
but we will work very closely with the State Department to see 
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what those sanctions are, and we will work with the industries as 
well.

Because that area, as you point out, has been a growth area for 
us, especially for live animals, we have sent thousands of live cattle 
to that region in the last few years, it is a booming new market 
for us, and chicks as well. 

We will stay on top of this and do everything we can to keep this 
moving.

Mr. BISHOP. It has the potential for being devastating to the in-
dustries, does it not? The sanctions are really a two-edged sword 
for us. It could hurt us as much as it hurts them, particularly these 
particular industries. 

AVIAN HEALTH ACTIVITIES

Let me go back. I was surprised to learn that you were proposing 
a decrease in the agency’s avian health activities in the next fiscal 
year. There has been some success in improving the global avian 
flu situation, and I think it is very clear we must continue to be 
vigilant in this area. 

I was struck that your policy in this area seems to be at odds 
with your priorities in terms of poultry research. 

As you may be aware, ARS’ number one priority for both fiscal 
year 2014 and 2015 is replacement and modernization of the bio- 
containment laboratory and consolidated poultry research facility. 

The laboratory is USDA’s major facility for conducting research 
on exotic and emerging poultry diseases, supporting FSIS, FDA, 
CDC, as well as APHIS. 

Inadequate and badly outdated, the laboratory was identified in 
a review of ARS’ laboratories as the highest priority facility rec-
ommended for modernization. 

Just last week, ARS testified that the avian health continues to 
be a priority research area for the agency. 

Can you explain your proposed reduction, which I interpret to be 
a reduced emphasis in avian health related activities? 

Mr. SHEA. Mr. Congressman, there is certainly no reduction in 
our emphasis on poultry health activities. It remains a very, very 
high priority for us. 

I think this amounts to a place where we can achieve a very 
modest amount of cost savings for a number of reasons. One, the 
budget request for fiscal year 2015, although $2 million less than 
the 2014 appropriation level, is still $2 million more than we had 
in fiscal 2013. 

Secondly, we are spending a lot less on domestic, low path avian 
influenza indemnities. We spent only about $165,000 over the last 
two years for indemnities. That is good news in a lot of ways. One, 
it shows there is a lot less low-path avian influenza circulating in 
the United States, and again, it allows us to spend less money, sav-
ing taxpayer funds. 

We think we can continue this program, continue, for example, 
all the aspects of the National Poultry Improvement Program head-
quarters in Conyers. We will continue that with a very high pri-
ority.
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Should there be some sort of big uptick in avian influenza prob-
lems, we can look to some of our emergency funding authorities 
and contingency funding authorities to fill that gap. 

It remains a very, very high priority. 
Mr. BISHOP. I understand what you are saying. I know my time 

has expired. You kind of want to believe that you put your money 
where your mouth is, if you are really serious about it. Thank you. 

Mr. ADERHOLT. Mr. Nunnelee. 

RABIES

Mr. NUNNELEE. Thank you, Mr. Chairman. I know that we have 
a program in the Department of Agriculture, the National Rabies 
Management Program. I have also heard discussions that in these 
tight budget times, this is a disease on which it was more appro-
priate to focus on in the 19th Century and not the 21st Century. 

I am here to tell you I have a friend, a colleague from the Mis-
sissippi legislature. He and his wife lost a son within the last dec-
ade due to rabies. I talked to him yesterday. 

His response was, ‘‘look, if we can keep another family from 
going through the tragedy that we went through, absolutely bring 
this matter up in the Subcommittee hearing.’’ 

I just want to ask how does the budget request that you have re-
flect the importance of this program? 

Mr. AVALOS. Congressman, first I want to emphasize that our ra-
bies program is very, very important, and it’s very important be-
cause it has a direct impact, not only on people that live in rural 
communities, but also people who live in urban communities. So I 
wanted to say that first. And then coming from New Mexico and 
the border, I know that rabies can be an issue, because on the 
other side of the border rabies is a major issue. So I understand 
what you’re saying. 

With the funding, the resources that we have at this time, we 
can focus and we have to focus on maintaining the barrier, main-
taining the rabies barrier. We do not have the resources to expand. 
We don’t have the resources to shift over to selected areas to eradi-
cate a specific region. Our focus with the 2015 budget will be to 
maintain the barrier. 

Mr. NUNNELEE. So this will allow us to maintain. It really won’t 
allow us to expand on elimination? 

Mr. AVALOS. That’s correct. 

BIOTECHNOLOGY PETITIONS

Mr. NUNNELEE. Thank you. Shifting gears, last year we talked 
about the importance of biotech in the Ag sector and streamlining 
efforts being implemented in the approval process. I expressed 
some concerns that these reports that were supposed to be com-
pleted in six months were not being completed for several years. 
And we had testimony last year that said that we’re beginning 
steps to correct this process. So I just need to know what steps 
have been taken since last year and what’s the average approval 
time today? 

Mr. AVALOS. Congressman, I’m going to have Mr. Shea answer 
your question. 
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Mr. SHEA. Mr. Congressman, we have reduced the backlog of de-
regulation petitions from 23 to 16. So we have made some good 
progress there. And from the changes we made in our process, we 
have begun a few deregulation processes or process under that. 
And the first one we tried, we got done in 22 months, which was 
substantially less than we have been able to do it before. 

I think the big problems for us, or challenge for us, is making 
sure we get it right, and that we get it right in a way that with-
stands challenges. We want to be able to make a deregulation deci-
sion so farmers can have the benefit of the new seeds, whatever the 
product is, and also be able to count on that, because we have had 
instances in the past where litigation has led to products being 
withdrawn from the market. People have literally planted alfalfa 
and then a year later said you can’t plant any more. So this is such 
a controversial area, there are so many views about it and many 
of these views are played out in litigation. And we need to make 
sure that we have done the science correctly, both the environ-
mental requirements and the plant health requirements to make 
sure that once we make a deregulation decision, the courts will up-
hold it. 

Unfortunately, that does make the process take longer than we 
would like, but it’s part of doing business. And we are committed 
to doing better with this. And I think I mentioned earlier that once 
we get the backlog down in the neighborhood of 12 or 13, then we’ll 
be kind of at an equilibrium where we’ll have the same number of 
deregulation petitions coming in as we can get out. And I know we 
are not where we need to be yet, but we are going to keep working 
at it, and I think we’ve made great progress. 

Mr. NUNNELEE. Where do you anticipate we will be when we 
have this same meeting this time next year? Will the backlog be 
clear?

Mr. SHEA. I think that the backlog will be at least half of what 
it is now. So I think we will be at least a half or so toward ulti-
mately getting the list into kind of equilibrium again. So we are 
the same number coming in and the same number going out. 

Mr. NUNNELEE. I look forward to that response next year. Thank 
you. Thank you, Mr. Chairman. 

Mr. ADERHOLT. Ms. Pingree. 

GIPSA’S FAIR TRADE PRACTICES

Ms. PINGREE. Thank you, Mr. Chair. Thank you all for your 
great work on behalf of American farmers and consumers, and for 
testifying here in front of us today. 

First, I just want to make a quick statement. Then I have mul-
titudes of questions, but I will get through a couple right now. I 
just want to make sure I go on record supporting the vital role that 
GIPSA and the Packers and Stockyards Act play in protecting our 
nation’s farmers and ranchers. Ensuring enforcement against dis-
criminatory and deceptive practices and protecting against efforts 
to establish monopolies and price controls is just as important 
today as it was when the Act was first passed in 1919. 

Your budget request includes a small but important increase of 
$2 million for a total of $24 million to strengthen GIPSA’s ability 
to enforce fair trade practices in the livestock and poultry indus-
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tries. And I just want to thank you for that request, and thank you 
for having that in there and have that on the record. So, thanks. 

GENETICALLY MODIFIED ORGANISM LABELING

Now I want to move onto GMOs, and I know the chair mentioned 
earlier that this can often be a political, controversial topic. And I 
appreciate some of the questions that were asked earlier about 
some of the regulatory issues, but I just want to talk a little bit 
more about something I brought up with the Secretary when he 
was before us, and that is on the issue of labeling. I know this is 
a challenging one, but I happen to represent the state of Maine 
where we recently became the second state in the country to pass 
a law requiring the use of labeling genetically modified ingredients 
in foods. And I want to emphasize that while this can be very polit-
ical—and I know there’s a lot of issues around it, in my state, this 
was a Republican-sponsored bill passed by a Democratic legislature 
and signed by a Republican Governor. So in our state, it is not par-
tisan. It is much more of a consumer issue. It is also an issue for 
farmers. Consumers want to know what is in their food, and many 
of our farmers, particularly those growing organic crops, want to 
make sure that they have no problems with contamination. So this 
is particularly true, because as you have remarked earlier, there 
are great new opportunities in our state, and it has been a big part 
of the growth in our farming, which is nice to see it going in the 
opposite direction from the declines of the past. 

Anyway, can you just give me a little update on the activities of 
AC21, your working group that was dedicated to tackling the issues 
of farmers growing genetically modified crops coexisting with tradi-
tional and organic farmers? Has the Department been hearing the 
concerns of these farmers and consumers? And, specifically, is 
there funding for AC21 in your APHIS budget? 

Mr. AVALOS. Congresswoman, I am going to answer part of the 
question, then ask our administrator to help me a little bit. 

Ms. PINGREE. Great. 
Mr. AVALOS. First, I just want to emphasize that at USDA we 

support all types of agriculture. I know the Secretary has men-
tioned this to you many times. 

Ms. PINGREE. I understand that. 
Mr. AVALOS. But we do support conventional and organic. On the 

labeling issue, our responsibility, APHIS, is to look at a product 
from a plant risk standpoint. We do not have jurisdiction or respon-
sibility with the labeling. That’s an FDA responsibility. To answer 
the rest of your question, I am going to ask my administrator to 
help me out a little bit, because I know that he has a little bit more 
information on this than I do. 

Ms. PINGREE. Great. 
Mr. SHEA. I would say that the Secretary takes AC21 so seri-

ously that he promoted my predecessor, Cindy Smith, the Adminis-
trator of APHIS, to actually lead the AC21 effort within APHIS. 
That’s how important it is to us, and we do have funding to carry 
out its work, which is mostly gathering information, gathering 
views, gathering analysis from all the interested parties. 
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They had a public request for information in the last few months, 
and all of that data is being compiled now, and we will be putting 
out a report soon. 

Ms. PINGREE. Great. Well I will look forward to seeing more of 
that report. And while I understand the labeling issue isn’t nec-
essarily in your domain, some of the issues around the crop con-
tamination of farmers certainly is, and that raises a lot of concerns. 

NATIONAL ORGANIC PROGRAM

Let me move on to the National Organic Program. Your budget 
request includes $9.1 million for the National Organic Program, 
which, as you know, is charged with regulating and enforcing 
USDA Organic label. As an organic farmer myself and representing 
many organic farmers in our state—there’s been rapid growth in 
our state and around the country, and you’ve talked a little bit 
about that. And I think that the growth in the organic industry has 
outpaced many of the resources provided to the NOP, so I thank 
the Administration for acknowledging that strong funding is need-
ed to fulfill the regulatory and enforcement role. 

This board—I know you know all this, but just to be clear, this 
National Organic Standards Board was established by Congress as 
a citizen board that advises the USDA on technical decisions about 
what type of ingredients are allowed for the use and production, 
processing and handling of foods labeled as organic. But I have 
been troubled to learn that the Agricultural Marketing Service re-
cently changed its policies on the National Organic Standards 
Board, and that significant administrative and procedural changes 
are suddenly being implemented by the National Organic Program 
without the benefit of formal notice or the opportunity to comment. 

I think there is a legitimate concern among many of the farmers 
in our state that these changes could dilute the procedures used to 
consider the use of synthetic materials allowed for use in organic 
food. To make this significant of a policy change without formally 
seeking input from the public seems inappropriate to me. 

All right. I think I’m about out of time, but if you can either give 
me a quick answer on this change, or we can take it up in the next 
round of questions. 

Mr. AVALOS. Congresswoman, I am going to let Anne Alonzo an-
swer your question. 

Ms. ALONZO. Yes, Congresswoman. We have changed the process, 
but we think we have actually improved and streamlined it, and 
even given greater participation, public participation. And we have 
many folks who are in support. May I recommend that we come by 
and give you a more thorough debrief, given the time limitations? 

Ms. PINGREE. Absolutely. I would be happy to do that, and I ap-
preciate your willingness to do that. Thank you. Thank you, Mr. 
Chair.

GMO LEGAL FEES

Mr. ADERHOLT. I am going to jump back to a couple of issues 
that have been asked, just do a couple of follow-up on the GMO 
foods related issue. What is the amount of money? I understand 
there has been some settling with some different entities, that you 
have paid out legal fees to settle some cases in the past. Do you 
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have an idea of what in 2013 and 2014 of the money that has been 
paid out for those settlements? 

Mr. AVALOS. Mr. Chairman, I am going to ask Kevin Shea to an-
swer your question. 

Mr. SHEA. Mr. Chairman, we haven’t made any such payments 
in ’14. And, forgive me. I’ll have to check for the record when we 
made some payments, whether they ended up being in ’12 or very 
early in ’13. But we did end up paying over $3 million in legal fees. 

[The information follows:] 

BIOTECHNOLOGY LEGAL FEES

In FY 2012, APHIS paid two separate legal settlements to the Center for Food 
Safety in the amounts of $1.20 million and $2.21 million. The settlements were paid 
from APHIS’ Biotechnology Regulatory Services FY 2012 annual appropriation. 
There were no payments in FY 2013 or FY 2014, and no settlements are pending 
at this time. 

If I could just point out that in those cases we ended up paying 
plaintiffs’ legal fees, because they prevailed on the grounds that we 
had not done sufficient environmental impact statements or envi-
ronmental analyses. And the courts have never ruled that we made 
an improper determination that a genetically engineered event was 
indeed a plant pest threat or risk. They never have. But, we have 
had to pay the fees, because people prevail on this National Envi-
ronmental Policy Act—NEPA—procedural statute where if they can 
prevail to the extent they say we did not do sufficient environ-
mental work, then they’ve won the case for that purpose, and we 
have to pay their fees. And this kind of gets back to what we’re 
talking about earlier, why the process does maybe take long, be-
cause we are trying so hard to make sure that we do up front all 
the environmental and NEPA requirement work so that we don’t 
end up in that situation again. 

COUNTRY-OF-ORIGIN LABELING

Mr. ADERHOLT. Let me shift over back to the WTO case with the 
mandatory country of origin labeling. Since WTO has previously 
ruled that mandatory COOL for certain meat cuts violates our 
trade agreements, it is certainly reasonable. Not saying they will, 
but saying it is reasonable to expect that we will face retaliation. 

If that does occur, what commodities and industries are being 
targeted by Canada and Mexico for a retaliation, and how much do 
you estimate these various sectors will have to pay in tariffs? 

Mr. AVALOS. Mr. Chairman, I don’t have that information to pro-
vide to you or to the committee at this time. 

Mr. ADERHOLT. Could you provide a list? 
Mr. AVALOS. Anne, do you have anything to add? Could we just 

get back to you on this? 
Mr. ADERHOLT. Yes. If you could provide us a list and the esti-

mated tariffs for the record, that would be very helpful. 
Mr. AVALOS. Yes, sir. We will, Mr. Chairman. 
[The information follows:] 

U.S. COUNTRY-OF-ORIGIN LABELING REQUIREMENTS

The 2013 news release provided below, from the Government of Canada web site, 
identifies a list of U.S. commodities imported from the United States into Canada 
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that may be targeted for possible retaliation as a result of a World Trade Organiza-
tion (WTO) dispute regarding U.S. trade agreements and practices. 

[The information follows:] 
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FOOD PROCUREMENT

Mr. ADERHOLT. Last week GAO released a report that found that 
USDA and USAID disagree over the usefulness of the web-based 
supply chain management system called Web SCM and managing 
international emergency food aid procurement activities. The report 
noted that Web SCM had significant deficiencies, such as being too 
slow and too time consuming; and, therefore, USAID is not using 
the system. According to this GAO report, the total cost for this 
program is estimated to be $187 million. 

In addition, this Committee supported an additional increase of 
$6.8 million for an upgrade to the Web SCM software back in FY 
’14. Given the tremendous amount of money that this Committee 
of Appropriations has provided for the system, why is the procure-
ment of food aid commodities not more efficient? 

Mr. AVALOS. Mr. Chairman, first, I once again want to thank the 
Committee for supporting the program. I don’t have an answer for 
you. I am going to ask our Administrator to help me answer your 
question.

Mr. ADERHOLT. Okay. 
Mr. AVALOS. Anne, do you have this information? 
Ms. ALONZO. Well this just happened, but we are aware of the 

GAO findings and we are working now with FSA, FAS and USAID 
to address the recommendations. Our role has been one of pro-
viding a supply chain management electronic system, and that is 
how we have played in it. But, since this came out, we are sitting 
down and talking with them about the issues that you bring up. 

Mr. ADERHOLT. Oh. I understand that USAID stopped using the 
system back in 2011, and the question has been it has been almost 
three years, and there is still no resolution to the disagreement 
over the system. You know, as being the manager of Web SCM, are 
you currently working with USAID on ways to resolve this conflict 
and how they can better use this system? 

Ms. ALONZO. Yes, we are, sir. 
Mr. ADERHOLT. Oh. Have you heard any complaints from other 

users of the system? 
Ms. ALONZO. Not that I know of. 

PLANT AND ANIMAL RISKS

Mr. ADERHOLT. Let me just start on the one quick question. The 
FDA testified in front of the subcommittee last week and informed 
us that the U.S. import food from about 150 countries, and that is 
about 15 to 20 percent of all of the food consumed in the U.S. origi-
nate from foreign sources. In addition to food imports, pests and 
diseases may enter the U.S. from a number of different sources of 
course. Can you inform the Subcommittee of some of the greatest 
threats to both plants and animals in U.S. agriculture today? 

Mr. AVALOS. Mr. Chairman, I am going to ask our Administrator, 
Kevin Shea, to address your question. 

Mr. SHEA. Mr. Chairman, on the animal side I would say that 
all of the livestock industries still view Foot and Mouth Disease as 
the biggest threat. I say that not in the sense that we believe Foot 
and Mouth Disease’s arrival here is imminent. We don’t believe 
that it is. But, should it arrive, it could cause tremendous problems 
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in this country. Since I’ve been an administrator, I have met with 
14 different sectors of agriculture, and every one of the livestock 
sector groups, whether it was pork, beef, dairy, all of them talked 
about that problem. And, of course, from the poultry industry, high 
path Avian Influenza is a huge threat. 

And then there’s Exotic Newcastle Disease, and that actually is 
something we have had the more recent terrible experience with in 
California, just 10–12 years ago, when we had to spend over $200 
million to eradicate Exotic Newcastle Disease in Southern Cali-
fornia. So I would say on the animal side, those are the two, big-
gest threats. 

On the plant side, particularly for citrus, we always fear the 
Mediterranean fruit fly. But I think, thanks to the annual funding 
from this Committee, we have had a preventive program for Med 
Fly where we release sterile flies in California and Florida that we 
really blunted that threat. We still have the occasional fruit fly 
turn up. In fact, one has recently turned up in Los Angeles, but be-
cause of the preventive program, we were able to really reduce that 
threat.

And there are other diseases. Every sector has them, of course, 
and you’ve seen them more recently in California, which unfortu-
nately ends up bearing the brunt of many of these things in the 
grape industry, where we have had to deal with the European 
Grapevine moth. So there are lots of threats out there. We think 
that we are doing a really good job in keeping them out. And one 
thing I have noticed over the last five years, we have had relatively 
few, major pest disease incursions in this country. 

That doesn’t mean there are pests getting in that we’d rather 
keep out, but what we haven’t had to do is resort to multi-million- 
dollar emergency transfers from the Commodity Credit Corporation 
to APHIS to conduct large-scale programs. We haven’t had one of 
those in many years. And, in fact, the major emergency programs 
we have had in the last five years have been for tree pests. And 
that may be the biggest threat that we have seen in the last sev-
eral years for things like the Emerald Ash Borer, Asian 
Longhorned Beetle, that affect trees. In fact, they seem to have 
been the bigger threat than things that threaten our traditional, 
specialty crops, or staple crops, or even livestock. 

Mr. ADERHOLT. Mr. Farr. 

AQI COST RECOVERY AND STRUCTURE

Mr. FARR. Thank you, Mr. Chairman. I would like to follow-up 
with that line of discussion. You know. When you do these inspec-
tions, it is not just the Federal Government and for the people in 
their federal clothes and being federal to it, it’s really an Army ap-
proach or a whole bunch of approaches of different services. You 
have the state involved, different federal agencies, border patrol, 
things like that for inspection along the border. And it just strikes 
me that having been here about 20 years and just watching the 
shift, as we saw it in California, where we are really going through 
an after the budget crisis there and fiscal crisis, a whole re-look at 
what we call realignment. Maybe we ought to be giving more of 
these authorities to the local government, rather than the state 
government.
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California has 58 counties and 58 Ag commissioners; and, under 
California law, they have a lot of responsibility. In fact, it would 
be great for other states to have Ag commissioners at the county 
level. I am just wondering whether you are starting to look at ways 
in which we can not only help use them more, but also shift some 
funds to them. And I understand that APHIS and U.S. Department 
of Homeland Security’s Custom and Border Patrol are jointly work-
ing to carry out the agriculture quarantine inspection activities. 

Last March, the Government Accountability Office released a re-
port on the investigation and collection of user fees, and found that 
a gap of more than $325 million existed between fee revenues and 
program costs in FY 2011. APHIS was then supposed to issue a 
proposed rule last fall, and the question is has the rule been 
issued. And can you tell me whether APHIS and CBP are doing to 
ensure that the full cost recovery of the program will be in that fee 
proposal, and will it have the support of industry? 

Another question along that line is that APHIS hired a con-
tractor to conduct a comprehensive fee review to determine the full 
cost of the AQI services, and have identified changes to the fee 
structure and recommend new fees. As good as APHIS and CBP in-
spectors are, sometimes those tricky pests will get past them, and 
into our U.S. Ag system, and therefore require the states and the 
counties to pick up the remaining responsibility. 

Do you know if the contractor’s review included the downstream 
activities, such as monitoring that must be conducted by state and 
local governments when a pest gets past CBP? And what percent 
of user fee collections are used to support those downstream activi-
ties by state or by local governments? So I think it is imperative 
that we kind of look at the whole cost and build that regardless of 
whether the end enforcement is picked up at the local level, that 
we include that in the cost of those inspections and monitoring. 
And I would appreciate your thoughts on that. 

Mr. SHEA. Several things in response to that. One, a very direct 
response: No. That study by the contractor did not incorporate the 
downstream cost of surveillance carried out by states or counties, 
like the county commissioners. I meet with Commissioner Law-
rence every year, at least twice a year, actually, and we talk about 
this a lot. But it does not include that. 

Mr. FARR. Why not? I mean it just wasn’t asked? 
Mr. SHEA. Our interpretation of the statute that allows the user 

fees would indicate that the fee can only be applied to the more di-
rect inspection itself and the things that go into the inspection. For 
example, setting the rules for what the inspections need to be in 
the first place, what they need to look for. And that, of course, the 
inspections themselves, which are conducted mostly by Customs 
and Border Protection folks, and then some of the work that 
APHIS conducts, actually looking at plants. 

CBP tends to look at cargo and people. We look at nursery plants 
and things like that brought into the country. We do that directly, 
but our interpretation and our attorney’s interpretation of the stat-
ute has always been that we cannot incorporate these downstream 
costs. But, we are doing other things to help with those down-
stream costs. 
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STATE AND LOCAL SUPPORT

For example, the Farm Bill provision, formerly 10201, now the 
new Farm Bill, I believe 10007, provides about $62 million that we 
can use with states and local governments throughout the country 
for plant pest disease prevention and recovery activities. And one 
of the major things we’ve always done with that money, I believe, 
$3 or $4 million a year, is we provide that to the county commis-
sioners in California, and they do inspections, follow-up inspection 
and surveillance. 

Mr. FARR. That’s so little money, I mean compared to what the 
responsibility is. 

Mr. SHEA. But we provide—— 
Mr. FARR. They have a huge nursery. It’s a Fortune 500 business 

in California. It’s billions and billions of dollars. And to think that 
if those nursery plants coming in across the border in the soil or 
in the plants—and we have seen what’s happened from either Can-
ada or Mexico—we have had some major catastrophic breakouts: 
the Glass-wing sharp-shooter and the light brown apple moth. 

Mr. SHEA. We were hoping we’d forget that one, right? 
Mr. FARR. Yeah. Well that’s been a disaster in everything. 
Mr. SHEA. But we also provide other money to the state, through 

other funding sources, through the Appropriation, for example, for 
most of our programs, most of specialty crop programs. We provide 
money to California, primarily, but to many states for surveillance 
work. So there are other opportunities. 

Mr. FARR. My time is out, but I would hope; I mean you are a 
very smart guy and our Ag commissioners are really smart, profes-
sional people. I would hope that the Department, the Federal Gov-
ernment and every agency would begin to look at how they can 
partnership and coordinate with state and local governments. I 
think we all operate these silos, and we have all done that too 
often, too long. And, you know, the old days the Federal Govern-
ment had all the professional talent, because it paid all the great 
wages, attracted all the best people. 

That is no longer true. Local government salaries are a lot higher 
than federal salaries, and they have developed their lawyers and 
their ordinances, and their state statutes. And, you know, states, 
and in some counties—Los Angeles County—do you know what the 
budget of Los Angeles County is? $24 billion. It’s like the fourth 
largest budget in the United States for a county. So I mean they’ve 
got really sophisticated government, and I think it’s a time that we 
ought to be thinking about how to get a better bang out of our buck 
by sharing and monitoring—I mean and collaborating. And this is 
one you’ve got a whole, professional crew out there that aren’t in 
the federal family, but are under the umbrella of responsibility. 
And the Ag commissioners are one. Maybe new realignments at the 
federal level would be very helpful. 

I hope you look at it. You’re background’s from there, Mr. Avalos, 
you know this, though. 

Mr. SHEA. I agree with you completely. I view Secretary Ross as 
my indispensable partner in pest and disease control programs. 

Mr. FARR. I look forward to some recommendations. Thank you, 
Mr. Chairman. 
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Mr. ADERHOLT. Mr. Bishop. 

USER FEE PROPOSALS

Mr. BISHOP. Thank you very much. According to your FY ’15 jus-
tification, APHIS will submit legislative proposals to authorize the 
collection of $7 million in user fees for veterinary biologic activities, 
and $4 million in user fees for biotechnology regulatory service ac-
tivities. In theory, these proposed user fees will allow APHIS to re-
tain our quality services as demand increases, and it will assist 
APHIS in fulfilling the mission to protect or the health and the 
value of American agriculture and natural resources. 

Again, given the prospect of Congress not approving any new 
fees, why didn’t the Administration just request an additional $11 
million in its FY ’15 budget proposal, particularly, if it’s needed to 
fulfill your mission to protect the health of American agriculture? 

Mr. AVALOS. Congressman, I’m going to ask Mr. Shea, who’s 
been on the hot seat all day, but he will respond to your question. 

Mr. SHEA. Mr. Congressman, I think we all understand the need 
to restrain federal spending and we’ve got to make tough choices. 
Again, the Chairman said earlier, we need to make sure we are 
targeting the most vital things. And we think that the level of 
funding we provided for those two programs in the budget itself al-
lows a good level, but could we do more? Of course, and that’s why 
we proposed the user fees as a way to do more in those two items. 

I think that we are doing a good job with veterinary biologics. We 
have made improvements, but we could make more with more 
money. But, at the same time, we realize the constraints that we 
are operating under and simply did not feel that we could propose 
more appropriated funding for it. 

LACEY ACT IMPLEMENTATION

Mr. BISHOP. I’ll accept that. Let’s move to the Lacey Act amend-
ments regarding timber imports. As you know, the 2015 budget in-
cludes a total of almost $34 million to facilitate safe agriculture 
trade, and this includes funding to implement the Lacey Act 
amendments included in the ’08 Farm Bill, which were instituted 
to help prevent the importation of products that were derived from 
illegally harvested timber. Can you give us an update on your 
Lacey Act related activities, and what’s planned for FY ’15? And, 
also, can you give us some indication of the magnitude of the prob-
lem?

Mr. SHEA. The APHIS role in Lacey Act implementation is to de-
vise and collect the declaration that people must provide when 
they’re bringing any product into the country that may be of plant 
origin. And, as you rightfully point out, that is extraordinarily 
broad. There are very few things that don’t have some possibility 
of being derived from plants. What we have done over the years is 
try to mitigate the burden of that requirement by phasing in when 
we do require this documentation. 

For example, we put the first emphasis on the most obvious 
things, like timber. We want to make sure that people are filling 
out the declaration. What we have done is to try to put it in a bet-
ter database and work with the shippers and the international bro-
kers so that they can transmit that data electronically. Because 
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there is some burden, if you will, on people who do import goods, 
because they might have to fill one form out for Customs, and the 
Lacey Act declaration is yet another. But that is our role. 

What we don’t have is an enforcement role. When people violate 
it, it’s, I believe, the Commerce Department that has to follow that 
up, and the Interior Department who follow that up with help, ob-
viously, from the Justice Department. But that’s our role, a rel-
atively minor role, but a huge volume of paper or electronic trans-
mission, and that’s what we are working on. 

Mr. BISHOP. Thank you. 
Mr. ADERHOLT. Ms. Pingree. 

WINTER MOTHS

Ms. PINGREE. Thank you very much, Mr. Chair. 
The Ranking Member was asking you about some pest issues 

and better coordination, and I just want to talk a little bit about 
the Winter Moth, which is an increasing pest problem, an invasive 
insect that’s been established in several parts of New England, but 
it is now an increasing problem in Coastal Maine. It is causing con-
siderable amount of damage to our hardwood trees: maples, oak 
and apple, and people are raising a lot of concerns about how we 
are going to handle this. 

The USDA has already provided some funding for Winter Moth 
through two different agencies, the Animal and Plant Health or 
APHIS, and the Forest Service. And I was fortunate enough this 
morning, previous to this, to be at the Interior Appropriations hear-
ing, and I got the chance to ask Chief Tidwell about the work that 
the Forest Service is doing through the Forest Health Protection 
Division. So I just wanted to get a little update on the APHIS side. 

We are very grateful for what’s already been going on here to ad-
dress the issue and cooperation with the University of Massachu-
setts and the Forest Service. APHIS has initiated a five-year bio-
logical control effort to introduce a parasitic fly that kills the Win-
ter Moth. So this has been successful, and other areas were very 
excited about the potential for it here. But one of my concerns is 
about the pool of funding available to address emerging threats to 
our forests, and to support some of the prevention, research, con-
trol, and eradication efforts, and worrying that that pool is just too 
small.

I am specifically concerned that there is an $8.6 million decrease 
in the President’s funding request for the APHIS tree and wood 
pest program; and so, again, in a time of shrinking budgets, can 
you talk a little bit about how confident you are that we will do 
everything that we can to address pests like the Winter Moth, and 
the Winter Moth specifically? And what else can we do to facilitate 
some of those agency partnerships? I know you already work with 
the states, but I just want to make sure we are not going to run 
out of money to be successful here. 

Mr. SHEA. On the Winter Moth, I think it was really good news 
that the parasitic fly works. We tested it out in Massachusetts to 
make sure there would be no problems with it before we brought 
it to Maine. 

Ms. PINGREE. Thank you, I appreciate that. 



192

Mr. SHEA. So I think it is going to work out very well there. And 
we—you have our commitment to making sure that it works. 

In terms of the reduction for the tree and wood pest funding, we 
hope it will not be an overall reduction in effort by government. We 
do hope the state governments will pick up some more of the fund-
ing. And that is really what we are proposing here. 

For example, right now we pay 95 percent of the cost for the 
Asian longhorned beetle program, which, right now, is mostly in 
parts of Massachusetts, Ohio, New York. And we are proposing 
that the states pick up more of that, so that the ratio goes from 
95 federal to 80 percent federal. And for the Emerald Ash Borer 
it is the same kind of thing. We have paid 97 percent of the pro-
gram costs, and we are proposing that the states pick up more so 
that we only put in 75 percent. So we are hopeful that the states 
will fill that gap. And, again, all of that is part of our effort to try 
to restrain federal spending. 

Ms. PINGREE. Well, thank you for your answer, and for your com-
mitment to eradicating this pest and others like it. And I am sure 
I will be hearing from my colleagues in the state legislature, my 
former colleagues, who will say, ‘‘Wait a minute. Why aren’t the 
feds picking up their share any more?’’ But I do understand that. 

LOCAL AND REGIONAL PROGRAMS

So, one more question for all of you—and thank you again, very 
much, for all your time. I know there have been some concerns 
raised about the emphasis on local and regional programs and—in 
the farm bill. And I just want to thank you for your earlier answer 
and say how much I appreciate the focus that you are giving. It is 
a minuscule amount of money, compared to what we are able to 
spend on so many other areas. But, as you mentioned, it is a grow-
ing market, it is huge opportunities for many of our farmers who 
want to find new sources of income, expand their farms, make sure 
their families can stay on the farm. It has just been great, and par-
ticularly great in our area. 

And I just wanted to give Administrator Alonzo a moment to talk 
about some of the programs that you are looking forward to. I am 
enthusiastic about all that is in the farm bill, and I would just like 
to hear a little bit more about how you are prioritizing them, and 
what other work you think you will be able to do. 

Ms. ALONZO. Thank you, Congresswoman. It is definitely a move-
ment. There is so much interest and so much demand that we have 
been trying to put a lot of programs in place, and we want to thank 
the committee for your support, because I think—because of what 
you invested, I think we have seen quite a lot of successes. 

A lot of what we have been doing has been in the technical as-
sistance arena. There are a lot of farmers who need information. 
And we have been doing quite—we have been doing exactly that. 
We have several important reports that inform the sector. We have 
counseled hundreds of them. There are the Market News reports 
that we mentioned earlier. We have been expanding now to include 
local and regional reporting, which is very necessary for the sector 
to continue to grow. 

In terms of farmers’ markets, they have really taken off. There 
is, like, 8,100 now across the United States. They really have be-
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come the face of agriculture. We developed a farmers’ market direc-
tory, if you will. It has an app that you can pretty much type in 
your zip code and it comes out with all the farmers’ markets in 
your area, and all the—what they have, the fairs. And we are going 
to expand the farmers’ markets to include food hubs and CSAs and 
on-site farm stores. And so we have really—are taking the suc-
cesses and expanding upon them. 

The food hub is a major success story. They have risen by 65 per-
cent since 2009, and there are statistics that show each food hub 
supports 20 jobs, it generates $4 million in annual sales. Just last 
week we announced a cooperative agreement with farm.org, where 
we are expanding their State of Illinois food hub nationwide. And 
so we are very pleased with that. And, of course, building on the 
competitive grant awards that we have been working with, the 
Specialty Crop Block Grants, and of course, the Federal State Mar-
keting Improvement Program—FSMIP—and the Farmers’ Market 
Promotion Program. 

So, those are some of the activities we have been involved in. 
And, going forward, we would like to build on this. We would like 
to be even more strategic. We would like to leverage this to a great-
er extent. And what we would like to do is partner even closer with 
federal and state agencies, with land grant universities. We are 
thinking more about working in terms of assessments in the local 
area, so that there is more information about production capacity 
and distribution networks. And we are also thinking about more in-
formation gathering in terms of state-by-state guides for the local 
regional system. 

So, a lot going on. We are thrilled with the success. And, again, 
thank you for your support. 

Mr. ADERHOLT. Mr. Fortenberry. 

LOCAL FOODS

Mr. FORTENBERRY. Thank you, Mr. Chairman. Good morning, ev-
eryone. I am sorry I didn’t have the benefit of your earlier testi-
mony, but I am flitting between two hearings, one based upon $30 
billion of spending, this one about 20. So, sorry. You are second. 

I wanted to primarily emphasize something. And Ms. Pingree 
had anticipated what I was going to say, and so you might have 
another chance to re-emphasize what you just said. I come from a 
wonderful area of the country that has one of the highest produc-
tion ag systems in America. Number one in cattle production per 
capita, significant amounts of resources that go toward a strong 
production ag system. 

And, at the same time, we have a burgeoning interest in local 
foods productions, where we are reconnecting the urban to the 
rural, the farm to the family, creating new economic opportunity 
for micro-entrepreneurs, people who will probably never be able to 
acquire large amounts of land for the purposes of large-scale farm-
ing, but, nonetheless, want to use the gift of their own two hands 
and grow things and provide important consumer benefits to the 
community. And those benefits, I think, are significant. There are 
nutritional benefits. Again, they stimulate local economic produc-
tion. They are giving people access to new forms of work. And, 
frankly, it is just very, very interesting to a lot of people in the 
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community. Again, with a strong—in our state, a strong emphasis 
on agricultural production, and a very—and we place a very high 
value on that. 

But the idea of being able to expand the agricultural family and 
give people new options and consumers, the public, significantly 
new but old choices as to where—as to knowing where their food 
comes from, to me, is very, very exciting. So, that is the primary 
thing I simply wanted to emphasize, and I know you just ticked 
through a number of things. If you want to do it again, you are 
welcome. But I think this growing trend is an important part, com-
ponent, of the Department’s new area of policy initiatives. I used 
to be on the Agriculture Committee and we worked, again, in a sig-
nificant way to try to stimulate programs that target beginning 
and new farmers, as well as local foods initiatives and organic pro-
duction. This is expanding the agricultural family, and it is pro-
viding tremendous consumer benefit, and I think it is exciting to 
most Americans. 

So, no hard, piercing, difficult question here, other than just put-
ting that before you and asking if you had any additional com-
mentary.

Ms. ALONZO. Well, just thank you for your comments. And, yes, 
this is one of the Department’s four pillars, if you will, to support 
the rural economy. So we are very thrilled that this has taken off 
the way it has, and that we have the support that we have from 
the committee. So thank you for your remarks. 

Mr. ADERHOLT. Mr. Farr. 
Mr. FARR. Thank you, Chairman. I think we are all really proud 

of our districts, and I want to thank you, Administrator Alonzo, for 
coming out to the Monterey County, Salinas Valley. I am sitting 
here in the Nation’s Capital and thinking I think I represent 24 
capitals of food. And when you add in whale capital and marine 
science capital and jazz festival and all that, I mean, you got—I 
love being the representative of all the capitals, of strawberries, let-
tuce, celery, artichokes, broccoli, and wine grapes, and so on, and 
you saw a lot of that. 

ORGANIC AGRICULTURE

It is also probably the capital of organic agriculture. Earthbound 
Farm, started by two young college kids who didn’t have enough 
money to even have a big field of produce decided, ‘‘Well, we will 
just take the few lettuce heads we have and mix them, leaf by leaf, 
in a bag, and we can sell lettuce by the leaf, rather than by the 
head.’’ Just sold their company for $600 million. 

So, it is an organic company they started, and it just shows that 
there is still opportunity in agriculture to be in a start-up tech 
company and be just as successful as all these people in Silicon 
Valley who think they are going to be—we are going to turn Sali-
nas Valley into the technology of Silicon Valley. 

But the—in the farm bill we had a provision that makes a tech-
nical correction to the existing exemption from conventional check- 
off programs for certified organic operations. The existing exemp-
tion applies only to those whose operations are 100 percent organic, 
despite the fact that to be certified organic under the law requires 
an operation to be only 95 percent organic. And the technical cor-
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rection passed with overwhelmingly bipartisan support aligns the 
exemption with reality, and extends it to operations of certified or-
ganic at the 95 percent level. 

So, my question to you is, what are you doing to implement this 
minor technical fix that will allow so many organic farmers to 
choose whether to participate in conventional check-off programs? 
And can my constituents expect to see this finalized soon? 

Ms. ALONZO. Thank you, Congressman, yes. We are very aware 
of the expanded exemption for organic producers. We are presently 
drafting the regulations. We expect to go through rulemaking, and 
we will work closely with your office as this process—— 

Mr. FARR. How long will that process take? 
Ms. ALONZO. The next several months. 
Mr. FARR. They will be finalized—— 
Ms. ALONZO. This year. 
Mr. FARR. This year? 
Ms. ALONZO. This year. 
Mr. FARR. By the end of this year. 
Ms. ALONZO. Yes. 
Mr. FARR. All right. Thank you very much. 
Ms. ALONZO. We will keep you apprised, sir. We will work with 

your office. 
[The information follows:] 

ORGANIC AGRICULTURE

Regarding the FY 2014 Farm Bill directive expanding the exemption for organic 
producers, USDA expects the proposed rule to be published this calendar year and 
for the final rule to be published and take effect in 2015. 

Mr. FARR. And in closing, Mr. Avalos, I just want to thank you. 
I know you have a great background at the local level in New Mex-
ico, and have done a marvelous job at the county level and regional 
level. And I really appreciate bringing that experience here to the 
big city of Washington. I know it was farm boy comes to the big 
city, and it has been a joy to work with you. I appreciate it, appre-
ciate your help. 

Mr. AVALOS. Thank you, Congressman. 

TRADE DISCUSSIONS

Mr. ADERHOLT. Just in closing, I want to just reference one 
thing. In your written testimony you make note of the Depart-
ment’s progress last year in resolving 200 sanitary and 
phytosanitary trade issues, which included opening new markets 
and retaining expanding and existing markets’ access for U.S. agri-
cultural products valued at more than $2.9 billion. Involves more 
than 50 countries, and plant and animal products such as peaches, 
apples, grapes, cattle, poultry, and many more. 

You know, we see a lot of questionable spending in USDA in 
some programs. But working with a foreign country to expand ex-
port markets for U.S. farmers and ranchers is a pretty good way 
to grow jobs. Tell us why USDA does not request more resources 
for this type of investment. 

Mr. AVALOS. Well, Congressman, just to follow up on what you 
were saying, you know, today, in the international trade arena, we 
really live in an era of free trade agreements, where quotas and 
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tariffs are being phased out or completely eliminated. And we are 
also living in an era where sanitary and phytosanitary issues are 
being used to restrict trade. So, the role of APHIS becomes even 
more and more important. 

And, as you just mentioned, and I mentioned in my opening tes-
timony, that APHIS worked to resolve these SPS issues that re-
sulted in an additional $2.9 billion in exports. But to answer your 
question on the funding, we feel that the funding that we have in 
place is adequate for us to do our job. We keep looking for ways 
to do our job more efficiently, looking for ways to save money, and 
because we are very conscious of government spending and reduc-
ing the cost to the taxpayer. So, we are doing our part. 

But one thing—I want to take this opportunity to brag a little 
bit about Kevin Shea and his team at APHIS. Another issue that 
was resolved this year, just a few weeks ago, is an issue that has 
been ongoing with Mexico for 12 years, 12 years plus. And that is 
obtaining market access for U.S. potatoes into the interior of Mex-
ico. And, due to the work by Kevin Shea and his team at APHIS, 
they were able to work with their counterparts in Mexico and ad-
dress their issues on the nematode—to address issues using sound 
science and using the expertise that we have with our people in 
Riverdale and our people in Raleigh, where, three weeks ago, Mex-
ico signed the final rule to allow U.S. potatoes into Mexico. And 
that is because of the work of APHIS. And that is a prime example 
in how the effort of APHIS, even though we have free trade agree-
ment with Mexico, was able to obtain market access. Thank you. 

Mr. ADERHOLT. Well, thank you. Thank you, Mr. Under Sec-
retary, for being here. Mr. Mitchell, Mr. Shea, Ms. Alonzo, and, of 
course, Mr. Young, thank you all for being here this morning for 
our hearing. And we look forward, as we continue to work with the 
Fiscal Year 2015 budget. 

And at this time the hearing has adjourned. 
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INTRODUCTION OF WITNESSES

Mr. ADERHOLT. Well, good morning. Welcome. The subcommittee 
will come to order. 

Thank you for joining us for the hearing this morning on USDA’s 
fiscal year 2015 budget request for Rural Development. 

I would like to welcome Mr. Doug O’Brien, Under Secretary for 
Rural Development; Ms. Lillian Salerno, Administrator, Rural 
Business-Cooperative Service; Mr. Tony Hernandez, Administrator, 
Rural Housing Service; Mr. John Padalino, Administrator, Rural 
Utilities Service; and Mr. Mike Young, USDA’s Budget Director. 

Thank you all for being here this morning. I am glad you are 
here.

OPENING STATEMENT—MR. ADERHOLT

At each of these hearings this year that we have held, I men-
tioned about 3 things that we are looking at and focusing on for 
fiscal year 2015. They include robust oversight, ensuring appro-
priate implementation of our laws, and targeting funds to vital pro-
grams. These themes come together in Rural Development’s budget 
request. Part of our oversight responsibility is ensure that USDA 
manages programs well. 

Strong appropriate management can prevent fraud, waste, and 
abuse as well as build confidence in Federal programs overall. The 
USDA’s Inspector General has encouraged all USDA agencies to 
focus more on managing as opposed to just implementing their pro-
grams. In particular, I believe the rental assistance programs need 
improved management. This is an important program that helps 
some of the neediest in rural America. 

In the budget request, USDA is proposing several changes to the 
program to strengthen its control cost. I applaud USDA for making 
these suggestions and look forward to exploring them more in de-
tail as we move forward today. 

Let me mention that Representative Farr and I have introduced 
legislation, H.R. 2729, to implement one of the proposals offered by 
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USDA. The bill would allow USDA to access other Federal data-
bases to match wages and tax information. This would improve the 
integrity of the program by helping to ensure only those eligible to 
receive the assistance. The Ways and Means Committee is consid-
ering the bill, and I hope that it can be acted even this year. 

USDA is in the process of implementing the 2014 Farm Bill that 
Congress passed a few months ago and it appears to be off to a 
strong start. There are many new regulations and many modifica-
tions to existing regulations to come as part of this process. Even 
though the subcommittee will hold its last hearing that we will 
have this year next Tuesday, we will continue to follow USDA’s 
progress and interpretations of congressional intent. 

There is a saying in the south and parents often say it to their 
children, I am all about your business. Well, here, in this sub-
committee, we are all about USDA’s business. One other issue re-
lated to congressional intent and the 2014 Farm Bill is USDA’s 
proposal to consolidate several grant programs into a new rural 
business and cooperative grant program. 

Streamlining and efficiency typically are well received by this 
subcommittee. However, this proposal was not included in the 2014 
Farm Bill and goes far beyond existing authority. We would like to 
know why the department is attempting to go down this path again 
when it has been denied authority to do so more than once by Con-
gress.

This past Monday, member requests were submitted to the sub-
committee, we received almost 4,000 requests for fiscal year 2015 
bill. As we start to review them, it is clear that we cannot fund 
every program and certainly cannot fund some programs to the ex-
tent that many would like, but that is the job of the subcommittee. 
We decide what is the most important, the most vital programs, 
and we do our best to provide the funding for them. 

Mr. O’Brien, in your written testimony, you spend about four 
pages describing USDA’s efforts to support local and regional food 
systems. I am happy to see that these new markets for producers 
grow. It is wonderful that we have a government and economic sys-
tem in America that allows new markets to develop in response to 
consumer demand, but let me be clear, I support all types of agri-
culture, each has its place. However, I am concerned the USDA has 
placed too much emphasis on local and regional food systems. 

The fiscal year 2015 budget proposals has dramatic reductions in 
some of the Rural Development’s core programs. The single-family 
housing direct loan authorization level would be cut by $540 mil-
lion. Water and waste disposal grants would be cut by more than 
$100 million, yet the budget proposes to spend $24 million to hire 
250 new employees. Of course, committees need—I am sorry. Of 
course, communities need jobs, schools, community facilities, water 
systems, electricity, and broadband access. These are all part of 
thriving rural communities, but I hope that USDA is not missing 
the big picture. Congress and USDA must address the core needs 
of rural America first before they emphasize one particular pro-
gram, one particular trend, or one particular idea. 

At this time I would like to recognize the ranking member of our 
subcommittee, Mr. Farr, for any comments that he might have. Mr. 
Farr.
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OPENING STATEMENT—MR. FARR

Mr. FARR. Thank you very much, Mr. Chairman, and thank you 
for this expeditious schedule we have been on marking up and 
hearing from everybody. 

Obviously Rural Development is key to, I think, our country’s 
success. All the emphasis, all the formula funding that we develop 
at the State level—and at the Federal level, as the politics rep-
resents, I mean, we are one man, one vote, so the urban areas get 
a lot more representation than the rural areas get, more people 
there, and I think that this, in a modern America, where you have 
this incredible communication system, now that it is sort of the 
survivability. Can the local communities stay relevant to these 
changing markets and lifestyles? And I think the Secretary has 
been really keen on trying to do it, identify the most impoverished 
counties in America and try to bring the whole Federal basket, not 
just USDA, but all the other Federal agencies together in his rural 
strategy. This whole area is my background as a county supervisor 
and even as a state legislator in doing rural economic development, 
and so I am pleased to see that you are paying attention to these 
things.

I share some of the concerns with the chair that it is not just 
about hiring more people because I think we have a lot of silos out 
there that need to be busted and used in collaboration and that 
there are skill sets in the nonprofit world, in the state and local 
government capacities, and things like that. I think we ought to be 
having carrots to encourage them to incentivize, essentially to up-
grade your own self, help yourself improve, and I don’t think the 
Federal Government does enough of that, so certainly you are an 
agency that is out there in discussion with all of these groups, and 
I appreciate it and look forward to the testimony. 

Thank you, Mr. Chairman. 
Mr. ADERHOLT. Yeah. Thank you, Mr. Farr. 
We are also honored to have the full chairman for appropriations 

with us this morning, Mr. Rogers from Kentucky, and I would like 
to recognize him now for any remarks that he may have. 

OPENING STATEMENT—MR. ROGERS

Mr. ROGERS. Thank you, Mr. Chairman. Thank you for this op-
portunity. Thank you for the great hearings you have conducted so 
far.

We will have—on the whole committee, we will have had 100 
hearings, almost a hundred hearings in the last few weeks. In fact, 
we marked up the first two appropriations bills in subcommittee 
yesterday, the first time—the earliest time that has ever happened. 
So, the committee’s working hard, and I appreciate the hard work 
of this subcommittee. 

Gentlemen, lady, thank you for being with us today, for the fiscal 
2015 request. This agency covers some of the most important work 
that USDA does, and it is critical to the vision that the department 
has set for itself, helping rural America to thrive. That is certainly 
the vision that I have as well and I appreciate that the Secretary 
took the time to visit any district back in January to announce the 
expansion of the StrikeForce initiative in Kentucky. 
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With so many coal industry job losses in my region, in fact, in 
my district alone, we have lost 8,000 mining jobs in the last several 
months, we need all the programs and support we can get that will 
help those current businesses and programs expand and make 
Kentucky attractive for new businesses as we move from a coal- 
based economy to something else. 

This program will also go hand-in-hand with the initiative that 
I have worked on with our governor, called Shaping Our Appa-
lachian Region, SOAR, to find ways that we can grow and find the 
next generation of economic opportunity and solid good paying jobs. 
And I want to also mention here quickly that Administrator Her-
nandez was recently in my district as well, last week, in fact, help-
ing us keep in business a county hospital that he was so kind to 
work with us on to rescue from almost oblivion. 

So that hospital now is treating people in a very poor area for 
several counties around it, and the 250 employees still have their 
jobs, but more importantly, the health services are there that oth-
erwise would not be and I am sure save lives. So, Mr. Hernandez, 
thank you again for being there. 

Some may think that USDA’s Rural Development programs are 
relics of a bygone era, they may wonder if there is still a need in 
this country for help in getting rural utilities set up, our water 
treatment plants, pipeline systems built. I can assure you there is. 
In my district, we have used those programs to great effect. When 
I first came to Congress, thousands of eastern Kentuckians had 
what we call straight pipes, straight out of the commodes into the 
streams, dumping wastewater directly into streams, towns had un-
reliable aging water systems, if they had any at all. 

Less than a third of the people at that point in time had water 
in the home. Now, thanks to Rural Development grants and loans 
and through the work of volunteers at a local nonprofit thing called 
‘‘PRIDE,’’ Personal Responsibility in a Desirable Environment, our 
valleys have been clean, treatment plants built, families have the 
comfort of safe reliable water that so many of us take for granted. 

In addition, through rural housing programs, many of my con-
stituents have been able to move out of old and inefficient dilapi-
dated homes and raise their families in modernized homes with af-
fordable payments. 

With all of those positive strides, I am concerned that once again 
in this year’s budget your request proposes significant cuts to rural 
housing programs like section 502 direct loan and section 523 mu-
tual and self-help housing programs. We know the game the Ad-
ministration is playing, cut funding for useful programs in order to 
make room for new spending and create the illusion of budget sav-
ings, but choosing to cut from these rural programs time and again 
shows lack of respect for our rural communities and the constitu-
ents who have made these programs successful. 

In my district, an organization called Kentucky Highlands has 
used USDA’s self-help housing program and section 502 direct loan 
program to help low income working families in Kentucky become 
homeowners. In 2011, a woman who had been the victim of ex-
treme domestic abuse called Kentucky Highlands hoping to find a 
home for herself and her young daughter. With some financial 
counseling and guidance from Kentucky Highlands, she was ap-
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proved for a $66,000 direct loan section 502, and with a self-help 
housing program, she was able to build her own home for about 
$35,000 less than it would have cost to hire a contractor. 

That means that today, she is living in a home that she can af-
ford and she built with her own hands. Without the self-help hous-
ing program, section 502 direct loan program, she would not have 
been able to have the benefits of homeownership and the clean 
slate that that afforded her and her daughter. That is what this 
is all about. 

Two other Kentucky organizations, Frontier Housing and the 
Federation of Appalachian Housing Enterprises have participated 
in USDA’s very successful demonstration program that not only 
helps low income rural families become homeowners but has sig-
nificantly reduced the amount of time it takes for USDA to process 
its loan applications. 

USDA has reported that this program has helped the agency 
save one and a half million dollars to date. Because of this dem-
onstration program, one of my constituents and his family were 
able to secure a 502 direct loan in half the time it normally takes 
USDA to process the loans themselves. And because of that loan, 
he now lives in a new energy efficient green home in Rowan Coun-
ty, Kentucky. It seems to me that this is the sort of thing that we 
should be encouraging, saving money and allowing hardworking 
people like these constituents to put in the time and effort to gain 
homeownership partly with their own hands. 

I hope that you can begin to support these programs with a re-
newed emphasis rather than cutting them to make way for a wish 
list of new spending that we likely are not going to approve. 

So we look forward to hearing your testimony and your plans for 
supporting our nation’s farmers and rural communities through 
these difficult budgetary times. We appreciate the hard work that 
you do and the dedication you bring to your chore. Thank you. 

[The information follows:] 
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Mr. ROGERS. Thank you, Mr. Chairman. 
Mr. ADERHOLT. Thank you, Mr. Chairman, for taking time to be 

here this morning and to attend our hearing. 
Mr. O’Brien, let me go ahead and recognize you for your opening 

statement. As you can just hear, the bells are going off for votes. 
We will be here for a few minutes, but we have to go actually cast 
the vote, but we will do a short recess, come back, and then we will 
finish up, so at this time let me go ahead and recognize you to be 
your opening statement. 

OPENING STATEMENT—MR. O’BRIEN

Mr. O’BRIEN. Thank you. 
Chairman Aderholt, Chairman Rogers, Ranking Member Farr, 

members of the subcommittee, thank you for the opportunity to 
present the President’s 2015 budget for the Department of Agri-
culture’s Rural Development Mission Area. 

I am accompanied this morning by Mr. John Padalino, Ms. Lil-
lian Salerno, and Mr. Tony Hernandez, the administrators for 
Rural Development’s Utilities, Business and Cooperative, and 
Housing and Community Facilities Programs, respectively. I re-
spectfully ask that their statements be included in the record. Also 
with me is Mr. Michael Young, USDA’s budget officer. 

A strong Rural Development mission area is important to rural 
America. Over the course of the last couple of years with tight 
budgets and sequester, our mission to increase economic oppor-
tunity and improve the quality of life for all rural Americans was 
threatened. Congress’ action to provide resources to Rural Develop-
ment mission area in 2014 has again placed our agency on stable 
footing. I would like to take the opportunity to thank the members 
of this committee for their continued support. 

As the committee knows well, USDA Rural Development has re-
duced its workforce by nearly 20 percent or nearly 1,200 people 
since 2012. Furthermore, an additional 30 percent of our staff will 
be eligible for retirement in the next 2 years, a potentially dev-
astating loss of institutional knowledge and experience. 

The Fiscal Year 2014 appropriation, particularly in the salaries 
and expense category, provided resources to invest in people need-
ed to fill knowledge and skill gaps. New critical hire support, much 
needed training for employees, and essential upgrades to informa-
tion technology are possible so that we can responsibly deliver and 
service the programs provided for and funded by Congress. 

Today, I present to you the Administration’s proposed budget for 
Rural Development that includes additional investments in the 
people and communities of rural America. It is an exciting time to 
serve small towns and rural communities, where there are historic 
opportunities in areas such as the bio-economy and manufacturing 
and local and regional food systems. Rural Development programs 
support these economic opportunities and work with partners to 
further leverage limited funds for communities and entire regions. 

Over the last 5 years, with this committee’s support, we have in-
vested $164 billion in rural America, including helping more than 
800,000 families put a roof over their heads. Just in 2013, we were 
able to help 8.7 million rural Americans with improved electric 
service, 1.8 million new and improved water and wastewater sys-
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tems, and we are able to help 11,500 rural businesses with grants 
and loans, 195 educational facilities, and we are able to support 
134 healthcare facilities like the one mentioned by Chairman Rog-
ers.

The results are impressive, and while the opportunities exist in 
rural America, this part of the Nation is experiencing some dis-
turbing trends. As my written testimony outlines with data, the 
USDA’s annual report, ‘‘Rural America At a Glance,’’ points to 
stalled job growth in non-metro counties and increase in poverty, 
particularly among children and a declining population, the first 
real population loss in real terms since the Federal government 
began tracking the statistic generations ago. 

These trends are deeply concerning because not only do they in-
dicate current challenges in rural communities in the Nation’s 
economy, they also are a troubling harbinger for the future. That 
is why the 2015 budget proposal gives priority to investment in 
rural businesses that want to take advantage of emerging markets 
and a focus on areas of greatest need. 

The budget aids in the development of locally and regional pro-
duced foods and other opportunities for rural business innovation 
with proposals to fund programs such as the Business Industry 
Loan Program, Value Added Producer Grant, and the Consolidated 
Grant Program. 

USDA estimates the value of sales in local food, for instance, in 
the U.S. at $5 billion in 2008 with significant growth in just 3 
years to $7 billion. In broadband, we doubled the grant funding 
and increased broadband—to increase broadband access in rural 
communities to those least likely to have broadband. We propose 
to continue to help families in rural America put a roof over their 
heads through housing loans and rental assistance. 

We are carefully evaluating our investments and encouraging in-
novation to a greater number of rural Americans through invest-
ments that make a greater impact, through regional coordination 
and poverty targeting initiatives. 

The President’s budget provides $661 million for the salaries and 
expense to support the delivery of direct and guaranteed loans and 
grants, technical assistance, and economic development strategies 
mentioned above. 

The budget allows us to hire FTEs to fill mission critical skill 
shortages resulting from a 2-year hiring freeze. This is particularly 
important since Rural Development’s loan portfolio has grown to 
more than $197 billion and continues to grow each month. Because 
of Rural Development’s staff’s diligence, I am happy to report that 
the portfolio has a delinquency ratio of less than 2 percent. 

We also recognize the need to think creatively about how to best 
serve high need rural areas in the 21st Century through more ef-
fective targeting of our resources and better utilization of our work-
force. The President has offered a responsible budget that will help 
move Rural Development from transactional to transformational 
work to support long-term job creation and renewed economic ex-
pansion.
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I appreciate the opportunity to testify today before members of 
this committee, and I am happy to answer your questions on the 
budget proposals at this time. 

[The information follows:] 
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Mr. ADERHOLT. Thank you, Mr. O’Brien. At this time I would like 
to recognize again the chairman, Mr. Rogers. He has 12 of these 
subcommittees, and so I am going to go ahead and let him, because 
we have votes here shortly. So, Mr. Rogers, go ahead. 

HOUSING PROGRAMS REQUEST

Mr. ROGERS. Thank you, Mr. Chairman. Thanks for the nice 
courtesy. The time is short because we are due on the floor imme-
diately. But I am puzzled, why are you proposing to cut these pro-
grams that I talked about that are proving so successful. With 
sweat equity and with helping people do the right thing, why are 
you cutting those programs? 

Mr. O’BRIEN. Chairman Rogers, thank you for that question, and 
I also—I just want to mention, thank you for your leadership in 
SOAR. It is something that I have tracked closely, as has the Sec-
retary and other initiatives, including Strike Force, and of course, 
Promise Zones. There is a lot of good things happening in eastern 
Kentucky.

Mr. ROGERS. Thank you. 
Mr. O’BRIEN. Certainly take your point on the concerns about the 

proposed budget on 502 direct and 504—523 thank you. I will men-
tion, and then I will asked Administrator Hernandez to expand, 
that the 502 direct program obviously is a foundational program for 
Rural Development and has been for decades. The budget authority 
request in the 2015 budget actually does increase from $24 million 
provided in 2014 to $26 million in 2015, and in fact, if we look at 
our proposed budget for 2014, we actually increase that budget au-
thority by well over 2 times. 

So, the issue, of course, here is subsidy rate, and the formula has 
caused a decrease in the program level even though a proposed in-
crease in budget authority. I will ask Administrator Hernandez to 
talk about that a little bit and to anything else you might want to 
talk about. 

Mr. HERNANDEZ. Thank you, Mr. Chairman. 
We are very committed to this program. As you know, Mr. Chair-

man, this is a program that really goes after folks that are very 
low income folks. The 523 program, self-help, uses sweat equity as 
a way to get people in their homes that probably wouldn’t get there 
any other way. 

Mr. ROGERS. Right. 
Mr. HERNANDEZ. And in your state, we just—as you celebrated 

with us, about new 13 homes that have solar panels. We are very 
excited about this program. What we are trying to do is make sure 
we have the right products for the right types of customers, so we 
have three types of products. We have the guarantee product, we 
have the direct—502 direct program, and the 523. 

What we are trying to do is make sure we have sufficient funds 
in each one of those, and we believe, based on the funding that is 
appropriate right now, these programs are funded at the level that 
we think we can operate. 

To demonstrate our commitment that is growing, in addition to 
the additional $2 million that we have asked for in this budget, we 
are actually trying to find ways to improve the implementation of 
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these programs, and part of this, how do we make these programs 
work better. 

And to do that, we are trying to streamline the 502 direct right 
now, as you know, it is a manually driven program, one loan at a 
time. It takes very long. And so, what we are trying to do is to im-
prove what we call the loan origination system, to move more to-
wards automation. When we are successful in completing that, that 
will reduce the time to allow us to help more families, it will cost 
us less, and we think we are going to change more people’s lives 
through this wonderful program, the 502 direct program. 

For the 523, that is usually the financing where we do use for 
sweat equity homeownership. We hope to use that program more, 
and at the current levels, we are asking for about the same amount 
of dollars we asked last year, which was $10 million for that sweat 
equity program, the self-help program. We believe that is the effi-
cient level for us to help this year. 

Mr. ROGERS. Well, I thank you for your work and your dedication 
to these programs. They do work and it helps real people out of 
real difficulties, and I thank you. 

Thank you, Mr. Chairman. 
Mr. ADERHOLT. Thank you. 
At this time, what we will do is we will do a recess, we are going 

to go cast a couple of votes, and we will be back to reconvene just 
in a few minutes, so thank you. 

[Recess.]

RENTAL ASSISTANCE PROGRAM

Mr. ADERHOLT. Okay. Thank you for bearing with us. We will go 
ahead and get started on our next round, or really our first round 
but our second convening. 

I wanted to ask a little bit about to Mr. Hernandez, I want to 
ask you about the Rural Housing Service, some issues in your port-
folio. USDA proposes a significant change to the rural assistance 
program to provide stability for our program and greater flexibility 
for Rural Housing Service to manage it. The changes include, 
among others, a $50 minimum rent, eliminating automatic contract 
renewals, and allowing partial funding of contracts to track with 
continuing resolutions. 

Tell us a little bit about this proposal and your justifications for 
how this would be implemented? 

Mr. HERNANDEZ. Thank you, Mr. Chairman. 
We are very excited about these proposals because we have 

learned a lot from what happened last year in our budget years. 
You know, it was a very challenging year for us as we tried to im-
plement this program, and we want to thank you for the funding 
for last year that you funded us at $1.1 billion, which is sufficient 
for us to fund all of our products and for our rental housing assist-
ance grants, and this year we are asking for $1.8 billion, with these 
proposals in them. 

The purpose of the proposal is to help improve the predictability 
of what the program costs. Right now there are some changes with 
our contracts. They are renewed—we are trying to find a way to 
have a contract time, we call it 12-month contract, and a fixed rate 
or what we call eliminating renewals so we can know when they 
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are going to happen, automatic renewals. When we do that, we are 
trying to find a way to be more predictable with the program costs, 
to keep them in with that timeframe. 

At the same time, we are trying to make sure that as you talked 
about, enhancing the integrity of the program, trying to make sure 
that only people that are eligible for the program do that, and with 
that legislation, that means we can use this database that we 
haven’t had access to before. By having access to that database, we 
can make sure only those folks that are eligible can get in there, 
so that is that. 

For the minimum rent, we are looking for the long term. How do 
we make sure this program is funded and operates for long term, 
not just this year but forever. We believe rental assistance is a pro-
gram that is so important in rural America, and we need to find 
a strategy that we believe the Secretary’s articulated very well, 
what are we going to do for the long term. 

So, based on our experience last year, we are trying to make sure 
we have proposals that give us funding for the long term, and one 
way we believe that is helpful is to have a minimum rent. This is 
not something new, minimum rents have been around a long time. 
Housing and Urban Development (HUD) has had a minimum rent 
for many, many years, and we think we have a proposal that really 
helps mitigate the impact. We know there will be impact on some 
customers, but we think we can mitigate that with what we called 
the hardship clause, and part of that is to make sure if you cannot 
afford to pay, if there are some other hardship criteria that we are 
developing with our partners, and this decision will be made on the 
local level, not made in D.C., will be made at the property level, 
where the manager who knows the customers, knows what they 
are making, and understands all the income levels that are being 
generated there, will make those decisions. 

We believe that flexibility is important for the management down 
at the local level, but we need this authority to make sure this pro-
gram is viable for the long term, not just the short term. 

So this is not a short-term solution. This is a long-term solution 
taken together. So I don’t want to take it one at a time. We need 
to put this minimum rent with eliminating automatic renewals 
with some other management tools, make sure we can have what 
we call selective renewals based on the priorities of those prop-
erties.

Let me talk about that just a little bit. Right now the budget ap-
propriation language says you have to renew based on first-come 
first-serve. We don’t think that is the best way to manage this pro-
gram. We have priority properties, more rural, more poverty prop-
erties, so we are trying to make sure we have a tool that allows 
us, in partnership with our stakeholders, develop the criteria so we 
can select those properties that should be renewed when there isn’t 
enough dollars to go through. That is part of that. 

And the last one is we are trying to make sure that we try to 
increase our partnership, and these tools, we think, allow for that 
management flexibility. And with that, it is a shorter term con-
tract. If we have a continuing resolution, right now we have to do 
a long contract. If there is a continuing resolution, we won’t have 
enough money, so we are looking for some flexibility to have a 3, 
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6 or 9 month contract so we can better managers of these prop-
erties. We don’t have the right tools right now, so we need your 
help to give us the tools to be better managers and stewards of the 
taxpayer.

Mr. ADERHOLT. So, if I understand you correctly, if a tenant can-
not pay the $50, then you all have this hardship clause that can 
come into play. 

Mr. HERNANDEZ. Yes. 
Mr. ADERHOLT. That can work around that. 
Mr. HERNANDEZ. Yes, sir. 
Mr. ADERHOLT. How many tenants do you estimate would be in 

a position that would take advantage of this? 
Mr. HERNANDEZ. Generally, we think about 10 percent of our 

total population would be eligible for that hardship clause. 
Mr. ADERHOLT. All right. 
Mr. HERNANDEZ. So we have about 284,000 folks, so only 10 per-

cent.
[The information follows:] 
There are currently about 42,000 households that pay between $0 and $50 per 

month as their tenant contribution toward the rent payment. However, the actual 
number that would see their tenant contribution increase to $50 per month would 
depend on the number of exemptions approved. 

Mr. ADERHOLT. And how do these proposals compare with au-
thorities available to the Departments of Housing and Urban De-
velopment and Veterans Affairs? 

Mr. HERNANDEZ. Very similar to HUD’s, and HUD has had suc-
cess in implementing theirs for a number of years, and actually our 
relationship with HUD is very good, so we talk about what they 
have learned, how they would do it differently, so we developed 
this proposal in communication with them. We think it is going to 
be very effective. 

Mr. ADERHOLT. Okay. My time is expired. 
Mr. Farr. 

PROGRAM COORDINATION

Mr. FARR. Thank you very much. 
I am always impressed of how many sort of silos, there are many 

silos there are in your agency. It is more than—it is like any other 
department in USDA, and I know there is some consolidation ef-
forts and some concerns about that. I mean, you do electrical grids, 
clean water, housing, broadband, business loans, cooperative loans, 
grant loans, technical assistance programs, and the list goes on and 
on in all the different kinds of categories. 

In essence, you think that almost any need of a rural area would 
be under one of these programs, and I really just—we just chatted 
for a second, but I have run up against a problem, and I just can’t 
find any help, and maybe the help might be just the brain trust 
that you have in your department. But I represent Big Sur, Cali-
fornia, which everybody knows of as just probably the most beau-
tiful coastline in the world, and it is about 70 miles long of rural 
area.

There are no communities, there is no local government there. 
The county is the lead government, but you have got a lot of Fed-
eral partners, the Forest Service, which is in USDA, the marine 
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sanctuary, which is in Interior, the highway has been declared a 
federal scenic highway, an all American highway which it is not a 
federal highway, but at least that designation is a Federal Trans-
portation Department. You have got some of the Department of the 
Army with the Fort Hunter Liggett training base, and we have 
some BL—no, I guess not BLM, no BLM land there, but—and state 
parks and state highways and so on. 

The one thing we have, an endangered species, one being a Con-
dor, and those probably birds, I am guessing the amount of money 
in each bird is over a million bucks and they ran into power lines, 
PG&E power lines and they have got to do something about it. 
Their idea is we will just make thicker lines, but it is a scenic high-
way, and we have got—the whole effort here and the question is, 
we are trying to underground this, and there is no place where 
there is any help. 

I mean, there is just these little mining undergrounding funds 
that the county puts together that essentially are for rural urban-
ized area where people are getting—trying to get underground in 
a little unincorporated area, but nothing of this—and there is no 
rate base there, there is no tax base or rate base by utility users. 
It is also a need because we have schools and a lot of state parks 
and huge tourism traffic. I mean, it is a great place to broadband 
if we are going to do something like this. 

So I am just wondering if there is anything in the department 
where we could get some assistance. This is essentially a rural 
problem with an urban price tag, and how do we go to get help 
when even with the sophistication of California and all it locale 
governments, we don’t have any one-stop solution there either. 

Mr. O’BRIEN. Congressman, I will talk just briefly and then ask 
Administrator Padalino who, you know, is sort of on top of our in-
frastructure programs. 

I will talk just a little bit about the siloing. We do have—and this 
committee knows very well, you know, 40-plus programs that we 
administer along, you know, the different business cooperative 
housing and infrastructure. I think the comparative advantage that 
Rural Development has is that in the field, that is all brought to-
gether. We have people who sit in the same office many times, as 
you know, sit with their FSA and NRCS colleagues who can knit 
together these programs to assist and support rural communities. 

That is in the field. That is the most important place where we 
breakdown silos. We work very hard. I think you know this, sir, 
through you know, the national efforts, through StrikeForce, 
through indeed the White House Rural Council to break down 
other silos. 

Mr. FARR. Have you been able to break down the silo between 
HUD and you on housing? We had a real problem with farm work-
er housing where we needed HUD as a partner, and I think we ac-
tually did the first breakthrough in the history of the country in 
a joint project, but is that continuing? 

Mr. O’BRIEN. Well, I can tell you we work very closely with HUD. 
In fact, 2 days ago the chief of staff and a couple of others were 
in my conference room talking about some housing and community 
economic development issues, and that is the second meeting I had 
with senior folks with HUD just this week. 
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So, I think we do continue to build those relationships on farm 
worker housing and others, but I do want to go back and make 
sure you get a response on your first question, on the issue of the 
lines in and around Big Sur. Administrator Padalino. 

BIG SUR POWER LINES

Mr. PADALINO. Sure. Thank you for that question. 
One of the first steps, if there is any problem in a rural area, to 

do would be to reach out to our state office and to talk to our state 
director who is really our person on the ground who can help bring 
multiple resources together, engaging in some of the activities. 

Mr. FARR. We have. I mean, we have a multi-agency council with 
every single agency that has any jurisdiction in Big Sur, and it is 
about a 15 member board, and it is—and so there is—it is probably 
the most informed community in the United States with that coun-
cil meeting every 3 months, with all the elected officials there, too, 
but we don’t have any solution for this undergrounding issue. 

Mr. PADALINO. And what we probably need to do is follow up 
with your staff to learn what assets are underground. At the Rural 
Utilities Service we have an electric loan program that has over 
$45 billion. 

Mr. FARR. You say it is a loan program, and who has to pay that 
loan back? 

Mr. PADALINO. The users of the system. 
Mr. FARR. Well, there is not many people. This is it. You have 

got probably less than 100 telephone subscribers. You have got 
some big huge businesses, Post Ranch, $1,000 a night, but you 
know, that is still not going to be a ability to pay for this project. 

So I mean, I will work with you, but I just—we are really looking 
for grants or foundation help that might help. 

Mr. ADERHOLT. Mr. Nunnelee. 

WATER AND WASTE PROGRAM

Mr. NUNNELEE. Thank you, Mr. Chairman. 
In Mississippi and across America, rural water projects are pret-

ty important to us, and the Farm Bill that we passed earlier this 
year provided $150 million to help reduce the backlog on rural 
water projects, so just tell me where we are on that backlog, what 
are the plans to utilize that money, and where we going to be this 
time next year? 

Mr. O’BRIEN. Absolutely. Thank you, Congressman Nunnelee. It 
was very good to be with you at the water rally earlier this year. 

The obligation getting those dollars out the door, those manda-
tory dollars from the Farm Bill and the water program were actu-
ally the priority for us in Farm Bill implementation, and I am 
going to ask again Administrator Padalino to talk about where we 
are in that implementation. 

Mr. PADALINO. Okay. Thank you for that question. 
The Congress provided $150 million that we worked—and one of 

the requirements was to make sure that we use that money for 
projects that were already pending, and we prioritized those 
projects, and we are obligating those projects right now, and all of 
those funds will be obligated by the end of April. 
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The backlog right now is about $2.4 billion, and I think what 
that represents is that there is a continual need for investment in 
infrastructure. As systems get older, they require new investments. 
As the community may grow or decrease, it requires different kinds 
of investments. 

Over the years, we have seen the backlog go from one and a half 
to three billion dollars, and if you look at some of the data that is 
out there, the needs are in the hundreds of billions of dollars, but 
what we do is work with the communities to help develop their ap-
plications, get those to a complete stage and then begin the under-
writing. And back to that $150 million, that is grant dollars that 
goes with the loan dollar to do a loan/grant combination. 

OIG REPORT ON DUPLICATIVE PROGRAMS

Mr. NUNNELEE. Thank you. 
All right, today the Office of Inspector General is releasing a re-

port on duplication in Rural Business-Cooperative Service loan and 
grant programs. My guess is some of your work has been made 
more complex by actions of Congress, but tell me, what input did 
you give into the crafting of the Farm Bill and to this budget to 
help alleviate this issue? 

Mr. O’BRIEN. Thank you for that question. 
I will talk about the, you know, the—in our fiscal year 2015 

budget proposal, we do propose to consolidate a number of our busi-
ness grant programs, that is in partial reaction to, you know, con-
cerns raised in that OIG report. We work closely with OIG, and as 
they conduct their reports and investigation, to make sure that 
they have the best information possible, and we see OIG as really 
a great partner in helping reform our programs over time. 

In terms of the Farm Bill, new authority that consolidates the 
Rural Business Enterprise Grant (RBEG) and Rural Business Op-
portunity Grant (RBOG) programs, we were certainly asked and 
provided technical assistance. I think that the authorizers saw ear-
lier proposals that we had done and also looked at not only OIG 
but GAO reports and embraced some of that streamlining. We ap-
preciate the Farm Bill streamlining those two programs and look 
forward to continuing to look for, and as our proposal indicates, 
other ways to streamline and make more efficient the delivery of 
our programs. 

Mr. NUNNELEE. Well, and it is certainly no secret to any of us, 
we are in some tough budget times and we are going to have to 
work smarter. 

Mr. O’BRIEN. Uh-huh. 
Mr. NUNNELEE. Because the needs aren’t any less. 
Mr. O’BRIEN. Absolutely. 

BROADBAND PROGRAM

Mr. NUNNELEE. One final question, rural broadband is pretty im-
portant to the area I represent, and to all of rural America. So just 
tell me, what you are doing in the area of rural broadband? There 
was a report last year from OIG that was critical on some duplica-
tion and mismanagement of funds, so tell me where we are on that. 

Mr. O’BRIEN. Absolutely. Thanks for that question. I will just 
mention a couple of things and then again ask Administrator 
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Padalino to talk about the broadband and telecommunication pro-
grams.

We were able, about 4 years ago, with a big influx of funding 
through the Recovery Act, to really make some big investments in 
harder to reach areas. We want to continue that momentum. 

We actually in this fiscal year 2015 budget proposal, it is one of 
the few places that we actually increased the program, and that is 
in the broadband program. So we would certainly recognize that as 
a foundational, a 21st century infrastructure and I think our budg-
et proposal indicates that. I will ask Administrator Padalino to ex-
pand.

Mr. PADALINO. Well, thank you, the first thing I think is the Re-
covery Act that you mentioned and we funded two projects in your 
district to help expand access to broadband for rural Mississippi. 
The OIG report—we have worked closely with OIG throughout 
their—they have had funds provided to make sure, and to give us 
guidance on how to manage the program. We have worked closely 
with them and responded and issued guidance based on their sug-
gestions.

Over 70 percent of the Recovery Act funds have been disbursed 
and we are working with projects to get those complete. I think the 
need is still there, there are 6.5 million rural households that lack 
access to broadband and it is a need that we are going to have to 
keep focused on over the next few years. 

Mr. NUNNELEE. Thank you. 
Access to rural broadband is to my children’s generation what ac-

cess to electricity was to my grandparent’s generation, and as we 
make that access available, it will transform rural America. 

So thank you. 
Thank you, Mr. Chairman. 
Mr. ADERHOLT. Ms. DeLauro. 

OPENING STATEMENT—MS. DELAURO

Ms. DELAURO. Thank you very much, Mr. Chairman. 
If I could just say one thing. I have this pin on today that says 

‘‘witness to hunger,’’ and it is obviously not the topic of this hear-
ing, though you do deal in rural America, and there certainly is a 
lot of poverty and a lot of hunger in rural America, and if you have 
a moment, anyone, and I say that to my colleagues on the com-
mittee, that—go by the Rayburn foyer. Look to the women who are 
the witnesses to hunger. 

See the pictures of themselves and their children. Read the com-
mentary about how they try to make do, and how they try to lit-
erally survive, and one woman, I read the commentary of one, and 
she dubbed her son the king of bananas because he loves bananas 
and she tries to give him a banana every day. 

But when it gets to the last week or so of the month when the 
Food Stamp allocation has run out, she has no ability to be able 
to get fresh fruit and vegetables, so she buys what she can and 
whether it is nutritious or not. But it is really pretty poignant and 
when you do see the photographs and listen to these very coura-
geous people who are in a very difficult economy trying to make 
their way. 
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And I mention this today because in this committee, we do have 
the wherewithal to help to try to make a difference, and that is so 
very, very true for our rural communities, and oftentimes it is hid-
den in rural America versus urban America, and we need to not 
only focus on some of the other areas that affect rural America, but 
the hunger issue as well. 

RENTAL ASSISTANCE PROGRAM

And with that, I will, I think, reiterate what my colleagues have 
been talking about, and what is a real concern to me is in the rent-
al assistance program in which we are looking at the $50 rent, ten-
ant rent, minimum tenant rent. The research by the National 
Housing Law Project shows that the minimum rents would only 
impact the very lowest income tenants, and those who are making 
under $2,000 in annual income. That is pretty significant. 

And I heard you say, I mean, and who are these households? El-
derly households, nearly 60 percent of households occupying rural 
development rental housing and there are 62 years of age or older, 
disabled households, person with disabilities comprised nearly 48 
percent of these households. Single female households comprise 
over 69 percent of total one-person households; female head of 
multiperson households, 75 percent of the multiperson rural devel-
opment rental households. 

Now, you talked about a hardship fund, and you talked—but not 
in the percentages. How many families are affected; 10,000, 
50,000? What are the numbers here? And how extensive is this 
hardship program that will—and how would it work to help these 
people who are—can you fathom an annual income under $2,000? 

So where do these people go? What do they do if we are not pro-
viding assistance? These people will be gone forever. The program 
may last forever, but these folks are gone forever. It is not about 
the program, it is about the people that we serve. 

Mr. O’BRIEN. Absolutely, and Congresswoman, I will ask Admin-
istrator Hernandez to address the precise questions that you ask. 
I do just want to mention in the spirit of the first part of your 
statement, that, that Rural Development with Secretary Vilsack’s 
leadership and direction is focusing more and more of our resources 
in the hardest to reach and the poorest places, as evidenced by the 
workaround Strike Force, and in fact, what we have done across 
the board throughout all of our programs, is done a very rigorous 
analysis of where our dollars go, and we have a goal for each one 
of our State directors to increase dollars into persistent poverty 
census tracks, for instance. 

But I will ask Administrator Hernandez to talk about the details 
of the hardship exemption. 

Mr. HERNANDEZ. Thank you very much. We agree with you. We 
are trying to make sure this has a minimum impact to our cus-
tomers. We have the same passion to try to keep people in housing; 
the minimum income, is right around $10– and $12,000 for the 
folks that live there. The hardship clause that we have is a finan-
cial hardship, so those folks that are at $2,000, probably would not 
have to pay because they would be exempted because of the hard-
ship clause. 
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Let me list you some of the criteria that we would use at the 
local level, not in D.C. but at the property level that the managers 
would make a decision on. 

First, has the family lost eligibility or is awaiting for a decision 
for eligibility in the program? That is the first one. 

Has the family been evicted because of not being able to pay min-
imum rent? And they would being exempt again. 

Has a death occurred in the family? 
Has the family income decreased because of a loss of jobs? We 

are trying to find ways to make sure that people have a good place 
to live, but again, we are looking at the big picture. How do we 
make sure this program is there to provide service to those cus-
tomers?

So when we made these proposals, not just one proposal, there 
is a number of proposals in there. They are all together. We believe 
it will make the program more viable, provide great service to the 
folks, but everybody contributes. We contribute on our health care, 
and make it contribute lots of different ways. So this is another 
way to, I think, to make the program viable and dedicate the serv-
ice to make sure there is a safe and decent housing for those folks. 

Ms. DELAURO. My time is up, but you know, we are talking, how 
many people? 

Mr. HERNANDEZ. It is 284,000 people in that group that seek 
rental assistance. Not all of those—— 

[The information follows:] 
Approximately 286,000 households make use of rental assistance and about 

42,000 households pay between $0 and $50 per month as their tenant contribution 
toward the rent payment. The actual number of households that would be affected 
by the minimum rent would be lower than this, but would depend on the number 
of exemptions approved via a hardship waiver that would take into account the pa-
rameters I discussed earlier. 

Ms. DELAURO. No, but who are the lowest, the people who are 
making the $2,000 or less? 

Mr. HERNANDEZ. They would probably be exempt from making a 
minimum rent. 

Ms. DELAURO. Okay, well, I just think that you have to rethink 
this piece because it is really not moral to let these people go. I 
would rather see the program go than let these people go at the 
moment.

Mr. HERNANDEZ. Okay, thank you. 
Mr. ADERHOLT. Mr. Fortenberry. 

PROGRAM COORDINATION

Mr. FORTENBERRY. Thank you, Mr. Chairman. 
Good morning. Thank you all for appearing before us today. 
I want to talk back to Mr. Farr’s point about the silos, and apply 

this conversation to a couple of different areas. One area that I am 
keenly interested in and have watched the development for a long 
time, and I think it is an important public policy priority, is in the 
whole area of biofuels, a bioeconomy. You have a decided focus 
there, which I think is important. 

Mr. O’BRIEN. Uh-huh. 
Mr. FORTENBERRY. But—not but, and though, I think it is nec-

essary to have a conversation about the spectrum of renewable en-
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ergy, biobased economy initiatives that are underway, not only in 
your department, but in the Department of Energy— 

Mr. O’BRIEN. Uh-huh. 
Mr. FORTENBERRY. Even the Department of Defense, because 

what we don’t want to see, we obviously want to all see effective 
delivery of services for the lowest possible cost. 

It is pretty difficult to get the full breadth of understanding of 
where all of these various initiatives are embedded. We should be 
working toward the same goal. If you could provide some com-
mentary on that. 

Secondly, in regards to silos, you have had some extensive con-
versation, Administrator Hernandez, on the certain—consolidation 
may not be the right word, but reforms within housing programs. 
I want to understand, though, in light of what you have said in 
terms of more effective delivery, how the cuts to the 502 Direct 
Loan Program will be sustainable in light of the expanded mission 
you have just talked about. 

In that regard as well, the consolidation of certain grant pro-
grams for business assistance and I want to talk about a smaller 
one, the Rural Microentrepreneur Assistance Program (RMAP), the 
potential as you proposed to folding it under a mega grant pro-
gram, could potentially lose its niche focus, which has helped save, 
or create thousands of jobs for a pretty good, fairly low cost. 

So if that is too much information, I can go back and repeat each 
one, but whatever you would like to do is fine. 

RENEWABLE ENERGY PROGRAM

Mr. O’BRIEN. Maybe we will talk about the energy issue, and 
RMAP, and then we will talk about the housing issues if that is 
okay, sir. Thank you for those questions. 

Certainly, on renewable energy, it is, as you know very well, to 
Secretary Vilsack an issue he understands very well and he sees 
as a great opportunity in rural America and he is a great champion 
for it. 

Having seen what can happen in his State of Iowa which is also 
my State of Iowa, so I certainly understand. You know, USDA, 
through the reauthorization of essentially all of the renewable en-
ergy programs in the Farm bill, is provided the authority and some 
mandatory dollars, and then we asked for some more discretionary 
dollars to be able to help build that entire supply chain; everything 
from basic research all the way to making sure that consumers 
have access. 

Rural Development’s role, and I will ask Administrator Salerno 
to talk a little bit more about this, is towards the end of that. You 
know, our strength is in financing small businesses, and financing 
manufacturers, and in this case, biorefineries that make renewable 
fuels or bioproducts. That, of course, is in our Rural Energy for 
America (REAP) program that received, again, mandatory dollars, 
and that we seek discretionary dollars for, as well as the 9003 pro-
gram. So that is our role. 

We work very closely with the agencies, with the Office of the 
Chief Economist to make sure that our plan is knit together and 
in fact statutorily, Rural Development, sits on the Bioeconomy Re-
search and Development Board. 
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That includes Energy, that includes Defense, that includes EPA. 
We meet monthly, the Under Secretary of Rural Development is a 
co-chair for that, or at this time, actually, our Under Secretary for 
Research, Education and Economics (REE), Cathie Woteki is serv-
ing in that role. So there is a lot of collaboration, but I will ask 
the administrator—— 

Mr. FORTENBERRY. Could I interrupt you for one moment, please? 
Mr. O’BRIEN. Uh-huh. 
Mr. FORTENBERRY. This is interesting, the Bioeconomy Research 

and Development Board, which is bringing together cross-jurisdic-
tional agencies to focus on a singular goal. I would like to see your 
chart from that. 

Mr. O’BRIEN. Uh-huh. 
Mr. FORTENBERRY. Obviously, there is a chart somewhere that 

shows the linkages between the spectrum of programs we have in 
this regard. 

Mr. O’BRIEN. Absolutely. 
Mr. FORTENBERRY. If you can provide that for me, please. 
Mr. O’BRIEN. We would love to share that with you in the very 

near future. 
[The information follows:] 
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Mr. FORTENBERRY. Thank you, Congressman. 
Administrator Salerno. 
Ms. SALERNO. Yes, I think actually I have a chart and I will pro-

vide you that. It would be great to have a briefing, but you are 
right, there are a lot of activities going on throughout our agency 
and of course across the Federal family, but we do work with the 
Department of Energy under the Rural Development mission area, 
and of course, we have the REAP program as well as the Rural 
Economic Development Loans and Grants, that provide assistance 
to promote with electric and telephone utilities that are available 
to do types of energy efficiencies. 

We have the Rural Business Enterprise Grants, and then of 
course, we have our big program, the 9003 to promote, you know, 
less fossil fuel, and we have a current application going on with 
that.

But the Secretary has been very vocal about the bioeconomy, and 
it has dissipated across the entire USDA family. And we look for-
ward to an opportunity to come and tell you about all of the—we 
are organized about doing it, which it goes across several agencies. 

Mr. FORTENBERRY. Well, sometimes these hearings get a bit arti-
ficial because we zone in on an area that is getting a reduction, and 
we are not stepping back and thinking about, okay, what is the 
purpose of all of these narrower programs to provide adequate 
rural development, part of which is movement toward biobased 
economy, and sustainability, and that is what I am trying to gain 
some assurances, that we are not working independently. We are 
working interdependently, even with other agencies. 

I sit on the other Energy and Water Subcommittee as well, and 
ask similar things. So that would be helpful if you could provide 
that. Now, the folding into the micro-enterprise loan program, who 
is going to address that? 

Ms. SALERNO. Yes. 
Mr. ADERHOLT. If you could briefly do that. Our timer is messed 

up and so we are over time. So—— 
Mr. FORTENBERRY. Well, I am looking at a green light. That is 

I am—— 
Mr. ADERHOLT. I know. I know. That is why I wanted to clarify, 

we’re having some technical—— 
Mr. FORTENBERRY. I thought something wasn’t right. 
Mr. ADERHOLT. We are having some technical difficulties here, 

but go ahead and summarize your answer and we will go on to Ms. 
Pingree.

RURAL MICRO-ENTREPRENEUR ASSISTANCE PROGRAM

Ms. SALERNO. Sure. Thank you for the question on the rural 
micro-enterprise grant/loan program. That is the only Federal 
funds designated for the small micro-enterprise development orga-
nizations.

Mr. FORTENBERRY. Right. 
Ms. SALERNO. We know that to be a big—those companies that 

are less than 10 people, that those are some of the big drivers—— 
Mr. FORTENBERRY. This is where most jobs come from in Amer-

ica, by the way. 
Ms. SALERNO. Right. 
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Mr. FORTENBERRY. But we are—this is in danger of being folded 
into a mega grant program as I understand it? 

Ms. SALERNO. You are talking about the micro-enterprise grant? 
Mr. O’BRIEN. If I might, sir. The grant authority under RMAP 

would be maintained under the consolidated grant program so that 
those technical assistance grants to assistant organizations that 
are focusing on microentrepreneurs would have access to funds 
under that consolidated grant program. So that authority, we envi-
sion the authority would still be there. We would envision that we 
would continue to support it. 

Mr. FORTENBERRY. But do you think you would lose the focus of 
the original mission, which again is, from my understanding—— 

Mr. O’BRIEN. We can certainly take your point. It is something 
that we would guard against because microentrepreneurs as you 
said, are the true job engines in rural places. Of course, the reason 
we looked at doing this is to consolidate, instead of, you know, five 
different Notices of Funds Availability (NOFA) over Notices of So-
licitation of Applications (NOSAs) over time and all the work that 
it takes, that we would be able to do it once, but we would be able 
to continue to serve all of these different—— 

Mr. FORTENBERRY. I may need to come back to this. 
Mr. O’BRIEN. Okay. 
Mr. ADERHOLT. Ms. Pingree, and bear in mind. What I will do 

is I will just tap when it gets to about 5 minutes. So I don’t know 
what the light will be, what color it will be, but—we will just go 
with the tapping. We have got a correct timer up here. 

Ms. PINGREE. Got it. 
Mr. ADERHOLT. So Ms. Pingree. 

OPENING STATEMENT—MS. PINGREE

Ms. PINGREE. Thank you, Mr. Chair, and I promise I will listen 
closely for your tap. 

Well, first, thank you very much all of you for being here today, 
and Deputy Under Secretary O’Brien, thank you very much for tak-
ing the time to come and visit us in Maine, when we were an-
nouncing the REAP funding for 10 Maine farms and businesses. 

It was nice to have the opportunity to travel with you around our 
State a little bit to see some of the activity going on there, and I 
think you got to see a wide range of activity and then meet with 
several communities. 

So, I really appreciate the outreach on that. Without getting too 
carried away here, rural development is such a critically important 
issue, I know to everybody on this committee, in their home States. 

But in Maine, I think it is over $400 million a year that we ben-
efit from, and everything from Value-Added Producer Grants to the 
housing things you are hearing about today, to water. It is just so 
critically important for us, and I know you administer a lot of pro-
grams and there are a lot of concerns, but I just want you to know 
how much we value it. We appreciate working with Virginia 
Manuel in our State and I think there are 60 some RD employees 
in Maine. It is just a really big part of what happens in a very 
small State like mine, which is big geographically, small with peo-
ple and very small regarding money and resources usually. So you 
are critically important. 
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HIGH ENERGY GRANTS

I just want to ask, I hope, a brief question about the Rural Util-
ity Service and High Energy Cost Grants. So a program we hear 
about again and again, and I think you heard about it that day you 
were visiting us, is the Rural Utilities Service High Energy Cost 
Grants. This grant program is of particular interest to the island 
communities that I represent off the coast of Maine. 

I happen to live on one and often people think that is somewhat 
obscure, but there are 14-year-round island communities. They are 
an important part of our economic base, our fishing base, and criti-
cally important to our culture and history in Maine. 

Many of those islands, in particular, aren’t able to tap into the 
electric grid, so they rely heavily on diesel generation and some al-
ternative fuels. Some islands like Matinicus, which is a big fishing 
community, pay up to $0.70 a kilowatt hour for electricity, four or 
five times what the folks on the mainland pay in our State and we 
don’t have low electric rates to begin with. I think some of the peo-
ple from Matinicus might have even talked to you in that meeting 
that you attended. 

Mr. O’BRIEN. Could have, yes. 
Ms. PINGREE. So getting these costs under control is vital to the 

survival of some of these communities, which is why these grants 
are so important. 

They help the islands do energy efficiency work and make it pos-
sible to include renewable energy. Some of our islands are powered 
by wind power thanks to some of this assistance. 

So, you can imagine that I am disappointed to see that the Presi-
dent’s budget has proposed eliminating all funding for High Energy 
Cost Grant Program. Can you explain your rationale here? 

I can’t stress how vital this program is to the Maine island com-
munities, so give me a little advice. What should I say to these con-
stituents about why these cuts are being adopted and how are they 
going to handle losing that support? And I can just say after a long 
winter in Maine, it is not that fun to meet with a group of angry 
fishing communities who say, wait a minute, how do you expect us 
to survive? Where is our lifeline here? 

Mr. O’BRIEN. Yeah. Thank you for that question, and thank you 
for hosting me for what was a great tour that made a deep impact 
on my understanding, in particularly, remote communities and is-
land communities at the end of the day, and you do have people 
who certainly exercise their right to vocalize concerns which is a 
great thing about going to New England and traveling across the 
rest of the country. 

I think I will ask Administrator Padalino to talk about some of 
the other things that we can do to help support those folks who live 
in those types of communities. 

So Administrator Padalino. 
Mr. PADALINO. Thank you for that. 
I think this request reflects the tension between the tough budg-

et environment and also trying to be creative with our solutions, 
and since last year’s budget request in the electric loan program we 
issued a new regulation in December that opened the electric loan 
program up to energy efficiency activities, distributed generation, 
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demand-side management, and small scale on and off grid small- 
scale renewable. And those weren’t available under that loan pro-
gram before and those are the same activities that a typical energy 
cost grant recipient would be exploring. 

So I think, I would be happy to work with you and your staff to 
educate you more on the program. I think it is a great program 
that provides enormous opportunity for our rural communities, not 
just for their electric needs, but for economic development where 
we can help reduce the per home electric cost and we can also cre-
ate jobs as we make the homes, the building envelopes more effi-
cient, as we help people produce power right on their rooftops, and 
we would be happy to work with you more on that. 

Ms. PINGREE. Great. Well, I certainly would like to know more 
about that and will get more in-depth with you at another moment. 
But thank you very much. 

Thank you, Mr. Chair. 
Mr. ADERHOLT. Mr. Valadao. 
Mr. VALADAO. Thank you, Mr. Chair. 

FARM LABOR HOUSING PROGRAM

I want to associate myself with the comments made earlier by 
Chairman Rogers. I understand you talked quite a bit about self- 
help enterprises, and that is something that is very important in 
my district and I have always enjoyed seeing families build their 
own homes and the type of pride and ownership that goes along 
with that. 

Peter Carey, President and CEO of Self-Help Enterprises in 
Visalia, has been someone who has worked really hard for us in the 
Valley and in his 40-year tenure did a great job for us. I just want-
ed to recognize him as well. 

But going on to something a little bit different. USDA’s farm 
worker housing programs provide, critical housing assistance to 
some of my district’s most vulnerable residents. Self-Help Enter-
prises has used this program to build the Rancho Lindo Apart-
ments, a 44-unit affordable rental housing project in Lamont, Cali-
fornia. There was a great need for this housing, and the develop-
ment rented out in 24 hours. There is a long waiting list now. 

Rancho Lindo was financed with Section 514 loans and Section 
516 grants. USDA’s Farm Labor Housing Program, a total of $16 
million, is proposed in fiscal year 2015, which will provide $23.8 
million in loans. The loan amount proposed is $1 million below the 
current level. Grants remain at $8.36 million. This will finance 
only about 840 units, which of course, falls short of the need. 

As you know, the vast majority of these applications, 26 out of 
38 for fiscal year 2013, came from California. And I understand 
there is a cap that California only gets two applications funded. 

My question is this: Isn’t this a program we should be investing 
in? There is a demonstrated need in California. We need farm 
workers to pick crops and help sustain the Ag economy. So farm 
labor housing is really necessary. I would like to understand why 
USDA can’t do a better job with than a $16 million request for 
these programs when it has a budget of more than $20 billion in 
discretionary funding. 
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If you agree, then shouldn’t USDA be asking for more? If you dis-
agree, please explain why. 

Mr. O’BRIEN. Thank you, Congressman, for that question. 
That is—we certainly understand that that is a critical program 

in California, and in many, many parts of the country, and that 
program, along with many others in the budget, did sort of fall into 
that category of fiscal situation that we find ourselves in, and the 
overall reduction that we propose in our Rural Development budg-
et.

I will ask Administrator Hernandez to talk a little bit more 
about that program, and things that we can do to make sure that 
we can serve that community as much as possible. 

Mr. HERNANDEZ. Thank you very much. 
Farm worker housing is very important, not just in helping cre-

ate communities, because that is what we are doing is creating a 
place where people can live and so they can also work, and so cre-
ating jobs is so important and that linkage between jobs and hous-
ing is important. As you know, housing is a conduit to family, com-
munity, and neighborhood. So we are trying to create these right 
vehicles through the right tools to have people in housing. So this 
is just one of the tools. 

As you know we had 33 applicants this past year. What we are 
trying to do is spread the dollars a little more, so we went down 
from that $3 million, went down to the $2 million trying to fund 
more projects all over the country, not just in California. It is very 
important, sir, but we have other States as well that have a critical 
need for farm worker housing. So we are trying to make sure we 
have the opportunity to fund as many as possible. To improve on 
that, we are trying to find ways to reduce and streamline our proc-
ess.

We are doing a lot of business process reengineering trying to 
find better ways to do our programs, become better managers of 
the program, so more of the dollars go actually to the implementa-
tion of the programs. 

So that is where we are really working on is how to make it bet-
ter, make it more streamlined so people know the scores they get, 
why they scored what they did, and so they understand how they 
can compete better. 

With the limited resources we need to have better ways to imple-
ment the program and that is what we are focused on right now. 

WATER AND WASTE GRANTS

Mr. VALADAO. All right. I am going to switch gears a little bit. 
The budget proposes a reduction of about $150 million in water 

waste, water grants. While it is true that these grants are used to 
effectively write down loan interest rates, it is also true that very 
small communities of 500 users or smaller, for example, simply 
don’t have the population to afford the system. 

Does USDA have any information on the impact of this proposal 
to smaller communities? 

Mr. O’BRIEN. Thank you for that question, Congressman. 
And that—the budget line and the support to the Water and 

Waste Water Program obviously is one of the main budget author-
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ity pillars that we have throughout our program, that along with 
Rental Assistance. 

We, and I will ask Administrator Padalino to talk to that. But 
I can say that in the budget process that we were all part of, we 
looked at a lot of information to make some of these very difficult 
choices, and believe that we can continue to meet the critical part 
of our mission in this area. 

Administrator Padalino. 
Mr. PADALINO. Thank you for that. 
And this request supports a grant level of $304 million together 

with a loan level of $1.2 billion for a total program level of $1.5 bil-
lion. With that mix, we are attempting to hit a 70 to 30 loan/grant 
combination for those eligible communities. Not every community 
is eligible for a grant. 

One of the things that influenced that request was the histori-
cally low interest rates that we have seen over the last few quar-
ters and that provides an ability for communities to take on a little 
bit more loan and still maintain reasonable rates. 

We target our funds to the smallest communities and the poorest 
communities to make sure that we are using those grant dollars 
there and we anticipate in this request we will be able to make 
about 325 grants. 

Mr. VALADAO. Thank you. 
Mr. ADERHOLT. Mr. Bishop. 

COMMUNITY FACILITIES PROGRAM

Mr. BISHOP. Thank you very much, and welcome to all of you. 
In reviewing your budget, I notice that you are proposing a major 

reduction of nearly 35 percent in funding for the Community Facili-
ties Program. As you know, this is really the only program which 
is available to rural communities to assist on development and con-
struction of everything from community centers, elderly centers, 
day-care centers, county offices, and so many others. 

In my district, they consider it a Godsend, which makes me even 
more concerned that over the past few years, you have had a tre-
mendous amount of un-obligated balances and recoveries on an an-
nual basis, which is very disturbing to me. I am sure that between 
us most members of the subcommittee of all, could easily find a 
number of eligible and worthwhile projects just in our districts to 
use these un-obligated funds and to obligate the entire $40 million. 

Can you explain to the subcommittee why you are having such 
a tremendous balance in un-obligated funds over the past three fis-
cal years, and in particular, what are you now projecting—why are 
you now projecting, that there will be an estimated $11.349 million 
that will be available in un-obligated funds for fiscal year 2015 
which we are here discussing today? 

Why isn’t this money getting out to the communities which it is 
needed?

I will ask my second question quickly. 
Mr. O’BRIEN. Okay. 
Mr. BISHOP. I notice that you proposed statutory language, which 

essentially eliminates guaranteed loans under the Community Fa-
cilities Program. How active is the program? How active has it 
been over the past few years in terms of total dollar amount of 
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guaranteed loans approved as well as the annual default rates that 
have been experienced in the program? 

And did the department inform the authorizing committee with 
respect to its thoughts on the guaranteed loan program and its 
plans not to fund the program moving forward, given that we just 
approved the new Farm Bill—— 

Mr. O’BRIEN. Okay. 
Mr. BISHOP [continuing]. Why are you now asking for appropria-

tions bill language on this program which was touched on in the 
Farm Bill? 

Mr. O’BRIEN. Right. Congressman, thank you for that question 
on what is absolutely an essential program in our rural commu-
nities, the Community Facilities Program. 

I will talk globally because you actually do talk about the grant 
direct loan and guaranteed loan program in your question. I will 
ask Administrator Hernandez to provide some details. 

First, to your question about the funding for Community Facili-
ties Guarantee, we do propose zero funding this year, and the rea-
son is, is because the way that the subsidy formulas are working 
with the CF guaranteed program versus the CF direct program. 
There is a subsidy needed that is, there is budget authority re-
quired for a program level in guaranteed for 2015, that is what the 
projection is, whereas in the CF direct, that is a zero subsidy fore-
cast.

So what that means is, we are able to get a program level or a 
loan level very healthy—proposed $2.2 billion loan level in fiscal 
year 2015 that we propose for no budget authority in that direct 
program.

It just, it is just the way that the subsidy formula, which is pri-
marily driven by the market’s interest rates today, are working and 
we are just trying to make sure we get as many dollars out for the 
least amount of budget authority for taxpayers. 

So, that explains the CF guaranteed. We do not propose to elimi-
nate the program in any way, shape, or form. We are just saying 
in this year, because of the way that the subsidy formula works we 
don’t propose a budget on that. 

Mr. BISHOP. Un-obligated funds? 
Mr. O’BRIEN. And I do want to talk about the un-obligated funds. 

I think it is one of the primary examples of what has happened as 
a result of the significant staff cutbacks in the last—in 2012, and 
2013. At the beginning of my testimony, sir, I am sure you know, 
states that we have lost nearly 20 percent of our staff in those 2 
years with the hiring freeze because of some reductions. We have 
had some challenges delivering every one of our programs and this 
is one of those examples. 

The CF program as a whole, when you add grants, direct loans, 
and guaranteed programs together, has grown actually geometri-
cally in the last few years because of, again, that low, or that zero 
subsidy rate for the direct loan. So we have gotten a lot more dol-
lars out in terms of grants and loans when you add them together 
and we do have some un-obligated balances we are very concerned 
with, and in fact, this year because of your support and the com-
mittee’s support we are able to start to hire critical hires. We are 
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doing that in CF and we propose we want to make sure to backfill 
some of those critical hires. 

Mr. BISHOP. That is a lot of money, and our communities need 
that money and are crying for it. 

Mr. O’BRIEN. Yes. 
Mr. BISHOP. And for it to be un-obligated, is just unacceptable. 

It is very disturbing. 
Mr. O’BRIEN. Yes, sir. I understand, and we are concerned about 

that, and are working to build our capacity to make sure that we 
can deliver those dollars to rural America. 

SINGLE FAMILY FAMILY HOUSING DIRECT LOANS

Mr. ADERHOLT. Thank you. 
Let me quickly, I do want to revisit the single family direct loan 

program just a minute. And, I don’t want to spend a lot of time on 
it because there have been several people that have asked about 
it. But how many direct loans would USDA make under this budg-
et request that you currently have, fiscal year 2015. 

Mr. O’BRIEN. Go ahead, Tony? 
Mr. HERNANDEZ. I can do that, yeah. Our estimate is that we 

will have for 2013 for the direct loan we did 7,111 for 2013. No, 
that is—— 

Mr. O’BRIEN. Yes. 
Mr. HERNANDEZ [continuing]. For the Nation—— 
Mr. O’BRIEN. That is right. 
Mr. HERNANDEZ. 7,000 for the Nation. Nationwide it was for 

2013. So we will have much less than that this year. We believe 
it will be around 600 loans. I am sorry we have done 1,048 now, 
year to date. So it will be probably about 3,000 loans, 3,000, 4,000 
loans is what we think. 

Now, as you know we are actually asking for more dollars. Our 
budget request authority, is more. It is three times request as 
more, but what has changed is the economic assumptions for the 
subsidy rate. So it went from 2.7 percent to 7.38. So we are asking 
for more dollars but because it costs more to do the program it ac-
tually reduces the amount of dollars that we have, but we are ask-
ing for more. 

So we are very committed to this program, and another dem-
onstration of that commitment is how we are trying to improve 
how we manage the program and do more automation. So we be-
lieve we can do more, reduce the cost for operating the program, 
and this is a wonderful program. We need to keep funding this pro-
gram.

HOUSING LOAN FEES

Mr. ADERHOLT. We may come back to that, but let me move on 
to—the budget proposed to allow the Rural Housing Service to 
charge a fee to lenders to access agency’s loan guarantee systems. 
How much will be generated? 

What are we looking at as far as what would be generated by 
this fee? 

Mr. O’BRIEN. I will just mention, and ask Administrator Her-
nandez to provide those data points. This is a key strategy to your 
point in your opening statement, sir, on our ability to manage with 
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integrity this very quickly growing portfolio, to be able to have the 
resources to have the data system to make sure that our lenders 
are accountable to the taxpayers. 

So Tony. 
Mr. HERNANDEZ. In order to have a fee that we can continue to 

enhance the way we operate the program, right now, we have no 
appropriation to do automation. So we are looking for a fee, which 
is widely accepted in the industry, that the lender pays a fee that 
comes back to the agencies operating the program to talk about the 
enhancements so we can make their job easier. 

As a former community developer, the way I always encourage 
lenders to provide affordable lending is to make it as easy as pos-
sible for them to do. 

What they have told us and asked us, make it easier. The only 
way we can make it easier is to get revenue that they pay for, 
which means they will probably pass it on to the home buyer, 
which then is included in the loan amount that we finance. Money 
will come back to us so we can continue to enhance that. As you 
know, we are not fully automated right now in the guarantee pro-
gram. We are almost there. 

The next phase we are doing is what we call direct underwriting, 
delegated underwriting, to allow the lender to make the decision 
directly. Right now we have to look at it, give them a decision, go 
back and forth, and we are doing this manually. 

They send us a fax. We look at it, give a decision, send the fax 
back. They then send us a check. We have to open the check, proc-
ess the check. What we are hoping to do with this automation is 
allow direct underwriting that they will pay for a fee so it makes 
it easier for them to close more loans, get more people into home-
ownership, and it continually pays for itself so that we don’t have 
to come back to Congress. Because this program has a negative 
subsidy today. 

So we are trying to make sure this program can continue to be 
successful, but the best way to make it successful is to reduce the 
manual intervention which we are doing a tremendous amount of 
that, and we are on score right now to get that automation. And 
this fee will help us stay there and continue to enhance the pro-
gram so we are very excited about this automation. 

Mr. ADERHOLT. So almost all of the fee would be for automation? 
Mr. HERNANDEZ. It is for automation. 
Mr. O’BRIEN. Yeah, it would be dedicated. And there is a prece-

dent in HUD, FHA they use a fee like this. 
Mr. ADERHOLT. How often would the lender be charged this fee? 
Mr. HERNANDEZ. The lender would be charged on loan closings. 

When they close the loan, it is $50 per loan. 
Mr. ADERHOLT. Okay, does the budget reduce spending in other 

areas to account for the revenue generated by the fee? 
Mr. HERNANDEZ. No. 
Mr. ADERHOLT. How much access are lenders allowed to have in 

the system? 
Mr. HERNANDEZ. Well, today, again, it is not quite automated so 

they only have limited access to the GUS system—Guaranteed Un-
derwriting System. It is very limited. When they have delegated 
underwriting, they will have access to the system to make deci-
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sions, and what that means, they won’t have to ask us for our judg-
ment to give them a yes or a no. So they will have full access once 
we have delegated underwriting, which we are not there yet. So it 
won’t come until later in the fall. I think it is the fall time frame 
but I will check that to make sure. 

Mr. ADERHOLT. What protocols have you got in place for the se-
curity of the system? 

Mr. HERNANDEZ. Great question. Security is so important for us 
because we have lots of information here to make sure we are pro-
tecting people’s—all of that information, financial information. So 
we are working tremendously with our IT staff to ensure there is 
significant protection of people’s property which is their informa-
tion, Social Security, income, all those things are there. 

We are working tirelessly to make sure that happens. So we are 
not done yet with that, and that is why we are working with IT, 
and you have funded us this way to make sure we put the right 
proper protection in our program. 

Mr. ADERHOLT. Mr. Farr. 

FEDERAL-LOCAL PARTNERSHIPS

Mr. FARR. I have been having these sort of questions for folks in 
your positions with each panel, and it seems to me that we have 
reached a point in development in this country of sophistication 
enough to know what are the key ingredients of community devel-
opment, of the war on poverty. I mean, it is sort of like medicine. 
You know, they are starting to standardize procedures. There is 
only so many ways you can take out an appendix. 

So why don’t we just take the basic standards and, you know, 
fund those? What my frustration with this—and I think there is a 
frustration that you feel, everybody feels about the Federal Govern-
ment, there is so much of it. It is not too much government. It is 
too many governments. And each of those governments, or silos 
that you have, have administrative costs. 

And I just get the feelings once in a while, our programs that we 
are administering cost more than the benefit that reaches Main 
Street, and I think this is what you are trying to do in consoli-
dating and looking at and using out the IT. 

My question is, and I really appreciate your looking at your 
StrikeForce for rural growth and opportunity, and identifying those 
20 states in which the poorest counties in the United States are, 
and those are counties. 

Is there a process, that you are developing where you can start 
to begin to see what the host county, or host State, needs to do to 
have in its basic ordinances and infrastructure in order to sustain 
the help that you are giving? 

Mr. O’BRIEN. Yeah. 
Mr. FARR. Because we have been throwing money at this prob-

lem for 30 years and it has been essentially Band-Aid, and as you 
indicated, or the Secretary indicated, these same counties have 
been poor every single census. 

Mr. FARR. That is sort of like our foreign aid program. If we are 
so damn good at it how come the poorest countries are always the 
poorest countries? They never get better. 

Mr. O’BRIEN. Right. 
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Mr. FARR. So I think it is the responsibility of the Federal gov-
ernment to begin putting some pressure back on by exposure to 
what States have developed this capacity infrastructure, and use 
that as a carrot to these States and say look, we will be here to 
help you and here is all the ways we can. But by God, you have 
got to start doing some stuff. 

It is sort of like what we are doing the flood plain zoning. We 
finally get along and say, okay, it wasn’t us. It was the casualty 
insurance companies. And say we are not going to keep insuring 
these houses. If you want to build them, go ahead, but you are not 
going to get any insurance for it. 

Mr. O’BRIEN. Right. 
Mr. FARR. Or it is going to be cost prohibitive. 
Mr. O’BRIEN. Right. 
Mr. FARR. We ought to be doing that as a little bit of a carrot 

to these States. I know that as a county supervisor I was always 
asking, who is doing this better? 

Mr. O’BRIEN. Right. 
Mr. FARR. Who does it smarter? Or even when I was a State leg-

islator, what other States are doing this stuff more, you know, we 
have a National Association of State Directors. We have a National 
Association of County Elected Officials, of mayors, and they are all 
just like us. They are looking for—and I think the problem we have 
and the government, the Federal Government ought to the lead 
agency, is how do we work out of ourselves out of a job? You ought 
not have to be back in those same counties every year after year. 

Mr. O’BRIEN. Right. 
Mr. FARR. Why have other States have poor counties but they 

are not on your list? 
Mr. O’BRIEN. Right. 
Mr. FARR. They are doing something that these 20 States aren’t 

doing.
Mr. O’BRIEN. Yeah, thanks for that question. I will try to be 

brief, because as you know, Congressman, Secretary Vilsack and 
the team here at Rural Development are doing a lot in this space 
so I will just try to highlight a few things. 

In terms of making sure that our local partners all the way up 
from, you know, local, county, up to the State, are the best partners 
possible so that the Federal dollars can make the greatest impact, 
a couple things we are doing. Internally, over the last year-and-a- 
half we have done a deeper dive on the capacity of each of the 
States to do community economic development, and not surprising, 
we found it is across the board. 

Some places—I am from Iowa. A lot of Iowa is very evolved in 
its capacity to do economic development. What we need to do there, 
is make sure that folks have the easiest time of accessing our pro-
grams. We don’t have to do the economic development for them. We 
have to make sure to partner and support them. 

Other places, typically in Appalachia, the Delta, Indian country, 
and the Southwest Border, and then in other places like in Maine, 
in Michigan, certainly in different parts through the Valley in Cali-
fornia. We find because of low resource communities, they have a 
much harder time just having the capacity and accessing our pro-
grams.
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So what StrikeForce is about, we are doing that throughout 
Rural Development and working with our State directors so that 
each of them have a strategy that fits the different communities in 
their State in terms of our engagement. 

Now, to your question about what we are doing to make sure 
that local communities and States are adopting these best practices 
in community economic development. It is not a mystery anymore, 
sir. Something that the authorizers provided the Secretary in the 
Farm bill was the ability to prioritize projects that are part of a 
multi-jurisdictional strategic economic development plan, and they 
provided some pretty rigorous bounds on what that means. And a 
lot of that is the best practice that you are talking about; that 
there is broad collaboration; that the progress of the strategy is 
measured; that there is a plan to leverage as many private and 
nonprofit dollars as possible. 

So we are beginning, it is part of our Farm bill implementation, 
and we are beginning this year through our administrative process 
NOFA and NOSAs et cetera, to make sure that applicants under-
stand that what we want to do, and we are prioritizing, is helping 
those projects in those communities that are doing that best prac-
tice, and we will be utilizing and drafting a regulation in the fu-
ture.

Mr. FARR. You put some burden back on the local State responsi-
bility of, hey, you guys, own up. These are sort of the common best 
management practices. 

Mr. O’BRIEN. Right. 
Mr. FARR. You know what we do in California a lot, the highway 

department, they won’t help counties that don’t go out and raise 
their own revenues. 

Mr. O’BRIEN. Right. 
Mr. FARR. They say, if you are not a self-help county, you go to 

the end of the line, and if there is any money left over we will do 
your projects. 

Mr. O’BRIEN. Right. 
Mr. FARR. It is hustling, but nobody likes taxes. But if that is 

the only way we can get our roads repaired and built, that we are 
willing to tax ourselves, and I think that is a tough way to do it, 
but actually, it is a responsible way. 

Mr. O’BRIEN. Right. 
Mr. FARR. Why should we be helping those that don’t want to 

help themselves? 
Mr. O’BRIEN. Right, and we do, and I think probably the water 

program might be the best example of a very sort of evolved way 
of making sure that local communities provide as much as they 
can.

You know, there is a—in the water program, the lower resource 
community, the more grant that they can receive. But if they are 
a high resource community, we require them to do, you know, es-
sentially all loan. 

We are trying to bring more of that sophistication into our other 
programs, and then at the same time while it is not a requirement, 
I think it is a carrot that you talked about in this priority that we 
received in the Farm bill that makes it clear to communities that 
do the best practice that they are going to have some priority. 
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Mr. ADERHOLT. Ms. Pingree. 

HEALTHY FOOD FINANCING INITIATIVE

Ms. PINGREE. Thank you, Mr. Chair. Again, thank you for all of 
your testimony today. I just have one other thing I want to ask 
about.

So, this is about HFFI in rural communities. Because the pas-
sage of the Farm Bill included the expansion of the Healthy Food 
Financing Initiative and a new home for it at the USDA at your 
agency, RD, we will be looking this over. I am a very strong advo-
cate of this program and it is an important way for communities 
to improve healthy food access and build local economies and en-
hance public health. 

I think a lot of people, when they hear the term ‘‘food desert’’, 
either their eyes glaze over or they think it is something specifi-
cally about inner city neighborhoods. 

Mr. O’BRIEN. Uh-huh. 
Ms. PINGREE. And it is of course very important to make sure 

that urban areas have more access to healthy foods. But I think 
people often don’t understand that in rural communities, and 
Maine is a very rural state, we have a lot of people who don’t have 
access to healthy food. 

In some counties in Maine, Aroostook County, Washington Coun-
ty, that are remote, people often have to drive hours to a grocery 
store that has the ability to meet their needs, or a farm stand or 
many of the other things they might go to. 

So I think it is really important that a program like this also 
looks at rural areas’ needs, and I just want to hear from you, does 
the program have the flexibility to serve the needs of rural commu-
nities as well as urban ones? 

How can we make sure that some of the unique characteristics 
of these communities are recognized by RD, and that RD works 
with the CDFIs to prepare some of the criteria necessary to evalu-
ate the proposals? 

Mr. O’BRIEN. Yeah, and thank you for that question, Congress-
woman. The Healthy Food Financing Initiative of course, was an 
authority provided in the 2014 Farm Bill. The new loan grant pro-
gram, and we made a decision within the Department that Rural 
Development was the best place to administer that because of our 
expertise in providing loans to small businesses and working with 
nonprofits.

We certainly have and understand the need for access to food in 
rural places. I think we have a particular expertise through our 
Rural Business Cooperative Service (RBCS) and otherwise, in mak-
ing sure that businesses can be successful in this type of social mis-
sion. And in particular, in here, I think with CDFI, and actually 
social impact investors, I think there is some real opportunity to 
really leverage some real dollars to do good things in rural Amer-
ica.

So that rural places are certainly going to be our focus, but it 
does go beyond rural places. That is the authority to also go into 
urban places. 

Ms. PINGREE. Great, thank you very much. 
Thank you, Mr. Chair. 
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Mr. ADERHOLT. Mr. Bishop. 

BROADBAND PROJECTS IN GEORGIA

Mr. BISHOP. Thank you very much. 
I would like to ask for something for the record. Can you give 

me the status of all of the outstanding broadband projects in the 
State of Georgia, and in particular, in my district, and also can you 
give us an update on the projects that were approved under the 
stimulus program nationwide, and how many of them have been 
completed?

Was 100 percent of the funding obligated and expected 
broadband services up and running? How many are 75 percent, and 
how many are 50 percent? And in my district, would you give me 
an update on the performance of, I think, that was a grant that 
was awarded in 2010 to South Georgia Regional Information Tech-
nology Authority (SGRITA) could you kind of give me an update on 
that?

Mr. O’BRIEN. Administrator Padalino. 
Mr. PADALINO. Sure, thank you for that. 
I will start the big picture and work our way down to SGRITA 

with the information. The Recovery Act provided an enormous 
amount of funds to fund broadband projects. Between loan and 
grant it was $3.2 billion. We have disbursed over 70 percent of 
those funds to 255 projects, and those projects are—many of them 
are still under construction, on target to be complete by September 
30, 2015. 

Of those 255, 44 of those projects are fully complete, fully con-
structed and people are receiving service. We have another 183 
projects of that 255 that are partially operational, meaning part of 
the funded service area has service available to some of the resi-
dents. And those, especially as we are entering the spring and sum-
mer build-out seasons, we expect many more cutovers to happen 
being the fourth year of the construction. 

For South Georgia Regional Information Technology Authority, 
they received a $6.6 million loan, and a $6.6 million grant that to-
gether was a two-phased project, wireless and a wire line. Part of 
that wireless project, it is my understanding, is available to some 
residents, and I was researching that project last night, and under-
stand that the borrowers—the recipients focused on building out 
the fiber part of that project this year. 

Almost all of the funds of that project are under construction 
right now, and we expect that to be completed on time by the end 
of next summer. 

Mr. BISHOP. Thank you for that. Could you provide that informa-
tion for us in writing? 

Mr. PADALINO. Yes, I can provide you the detailed information on 
Georgia and telecommunications in general, telephone companies, 
and broadband companies, what we funded there, and by your dis-
trict.

Mr. BISHOP. Thank you. 
[The information follows:] 
The information requested has been provided to the Committee. 
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RURAL MICRO-ENTREPRENEUR ASSISTANCE PROGRAM

Mr. BISHOP. I want to go back to Mr. Fortenberry’s concern about 
the consolidation of your rural loan programs. Particularly, I have 
an interest in the Rural Microentrepreneur Assistance Program. 
You know, you are going to create a new economic development 
grant program which will merge all of these programs, but I am 
concerned, as was Mr. Fortenberry, with the lack of focus once you 
consolidate them. 

It seems to me that the microloan program is probably the best 
bang for the buck that you could possibly have because it is so 
small and it is a revolving fund. And it seems to me that you kind 
of—it gets lost in the wash, if you will, if you put it together with 
all of these other programs that are bigger and perhaps more ex-
otic.

How can we make sure that the focus remains and that with the 
few staff that you have that they fund these organizations that can 
then make these microloans, which are revolving? I mean, they will 
go on forever. 

Mr. O’BRIEN. And I will ask Administrator Salerno to talk about 
it a little bit. I just want to pick up on a couple of your points. 

The first, on the bang for the buck for this type of program, and 
we agree, that in fact, is why if you add up the grant programs 
that we proposed to streamline, and look at that number, we actu-
ally increase, and it is, again, one of the few places that we propose 
an increase in this budget, in grant, in total, and that would incur 
and include the RMAP program. The reason we do that is because 
we think that that capacity building for small businesses, many 
times that is the hurdle for the small business, and we think that 
that is a critical place and where a dollar can go farther. 

You also mention that with the few people we have, how can we 
make sure that, that will remain a focus. I can absolutely say 
RMAP is a very important program for us, the loan side of that, 
and we will continue to be focused on it. 

And because of the small, relatively small number of staff that 
we have in RBCS that, in fact, is what drove us to try and make 
sure that we streamline these programs as much as possible so 
that we can have the most effective implementation with the least 
amount of people. 

And I ask Administrator Salerno. 
Ms. SALERNO. Yeah, I just wanted to add, that I am a former 

small business owner and from a rural town in Texas, and I think 
the reason this is a good idea, is because we want to use as much 
of our resources to do the outreach and those fixed costs to do all 
of the programs. 

We understand that and recognize that any time you are consoli-
dating, certain constituencies are going to be, you know, worried 
about it. But I think the Farm bill has given us a real good idea 
of how we are going to implement, and I think it provides an oppor-
tunity for us to look at this and make sure that we use all of the 
staff resources on outreach, and delivery of the programs rather 
than some of the administrative stuff that we have to do by having 
these five small programs. 
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Mr. BISHOP. I know, but together though, it gives you more flexi-
bility in terms of, for example, you are suggesting that you could 
make more and you would have more funds, more resources avail-
able for the micro—the MRAP program—the RMAP program, ex-
cuse me—than you would have had before because that would 
allow you, if you had the need, to expand the resources, whereas 
maybe you might not have as much need, or you may choose not 
to utilize as many of the resources as some of these other pro-
grams.

Is that what you are suggesting; it gives you more flexibility? 
Ms. SALERNO. No, I think the flexibility is that—or the limited 

resources we have to administer it that we are doing it, we have 
a consolidated grant program. So we are not having to put out five 
different NOFAs, five different reviews, and instead, we will be uti-
lizing those resources to make sure we do outreach. 

Mr. BISHOP. I understand that. You have one infrastructure, but 
will it give you flexibility also, so that you could perhaps make 
more micro-enterprise loans? 

Mr. O’BRIEN. I think that the intent—— 
Mr. BISHOP. Because all of the money is lumped together. 
Mr. O’BRIEN. Right. 
Mr. BISHOP. The program is consolidated. 
Mr. O’BRIEN. The intent would be to continue to serve all of the 

different constituencies that are currently served. 
Mr. BISHOP. Right. 
Mr. O’BRIEN. So while it would provide us some flexibility, I 

think that we would want to continue down the path that the tra-
ditional direction that this committee and Congress has provided 
us in terms of, you know, somewhat proportionally serving all of 
these different types of entities. 

Mr. BISHOP. I mean, you say proportionately. But what I am try-
ing to—but it still gives you the discretion as to decide what that 
proportion is. 

Mr. O’BRIEN. And, you know, we would be happy to work with 
this committee in terms of how we could exercise that discretion. 
I think there is a lot of ways that you could make sure that we 
are working in a way that is—that meets the intent of this. 

Mr. BISHOP. Are your hands tied? 
With your proposal for consolidating, would your hands be tied 

or would you have more flexibility than you previously had without 
consolidating?

Mr. O’BRIEN. I think we would have more flexibility than we pre-
viously had. 

Mr. BISHOP. But my question is—— 
Mr. O’BRIEN. But our intent is to continue to do it to make sure 

that all of the different entities are served. Thank you. 
Mr. BISHOP. Thank you, Mr. Chairman. 

ELECTRIC PROGRAM FEE

Mr. ADERHOLT. Thank you. 
All right, I think we are just concluding. Let me just end with 

one question. I wanted to ask about rural electric program fee pro-
posal.
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The budget proposes to allow Rural Utilities Service to charge as 
far as a fee for environmental and historical preservation reviews. 
There are a number of Federal programs that allow for fee for serv-
ice, some are successful. Just a little idea about this proposal, and 
Mr. Padalino, I know this may be a question that would be directed 
mainly to you. 

How much money would be collected through this proposal? 
Mr. PADALINO. We don’t know that answer at this time. We 

haven’t been able to finance baseload generation for a number of 
years because the losses weren’t—they are not included as part of 
the subsidy rate calculation. So we don’t really have that historical 
data going back in recent years. 

We have been working internally with the Farm bill implementa-
tion team to figure out if we have to implement that proposal by 
regulation, or how we need to articulate that, and kind of as that 
becomes more clear, I think we will have more information on that. 
And I would be happy to supplement.—— 

Mr. ADERHOLT. Okay. 
Mr. PADALINO [continuing]. You know, going down the road. 
Mr. ADERHOLT. Okay, and explain exactly how the fees would be 

used.
Mr. PADALINO. The fees would go to help—to help pay for the 

subsidy cost associated with making the loan for the generation fa-
cility.

Mr. ADERHOLT. And do you anticipate hiring permanent staff 
with the fees. 

Mr. PADALINO. No. 
[The information follows:] 
Transmission line proposals can be very complex covering multiple jurisdictions 

including States with the potential for environmental, historic preservation, and 
landscape-level effects. Many projects are locally and regionally significant and con-
troversial and having a greater agency presence is desirable to ensure that the 
agency’s and the public’s interests are adequately addressed. In many cases Rural 
Utilities Service (RUS) is serving as the lead agency for the environmental review 
activities under the National Environmental Policy Act and as the lead agency in 
the National Historic Preservation Act, Section 106 review process. Of all of the 
Federal agencies involved in the review and permitting of electric transmission fa-
cilities, RUS was the only agency that did not have cost recovery authority. This 
action proposes to give RUS cost recovery authority. The proposed cost recovery lan-
guage is consistent with the intent of that for the Federal land management agen-
cies and, if authorized, is expected to greatly improve the agency’s ability to more 
effectively manage and process transmission related applications for financial assist-
ance from its borrowers. Not being able to be as hands-on with face-to-face meetings 
when necessary has been a deterrent in expediting the review and permitting proc-
esses for these proposals. RUS estimates that the cost implications for borrowers 
would be modest. The user fees will be limited to travel and per diem expenses. 
RUS estimated that the costs per project would be no more than $15,000–20,000 per 
project ($2,500 per travel event at a maximum of 8 travel events per project). RUS 
estimated that these costs would apply to 4–7 projects per year. With acost of 
$15,000–20,000 per project for 7 projects, the total amount estimated would be be-
tween $105,000–140,000 per year. The fee structure would be limited to and based 
on the General Services Administration’s per diem rates www.gsa.gov/perdiem.
None of the revenue will be used for additional RUS staff; all proposed resources 
will be used by existing RUS staff for travel and per diem expenses. 

Mr. ADERHOLT. Okay. All right. 
Well, thank you so much all for being here this morning, and a 

little bit this afternoon. We appreciate your service to USDA, and 
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especially to Rural Development across, which means so much to 
rural America. And with that, we stand adjourned. 

Mr. O’BRIEN. Thank you, sir. 
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