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AGRICULTURAL PROGRAM AUDIT

(EXAMINATION OF THE FEDERAL CROP INSURANCE
PROGRAM)

FRIDAY, JUNE 24, 2011

SUBCOMMITTEE ON GENERAL FARM COMMODITIES
AND RISK MANAGEMENT,
HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Washington, D.C.

The Subcommittee met, pursuant to call, at 10:02 a.m., in Room
1300 of the Longworth House Office Building, Hon. K. Michael
Conaway [Chairman of the Subcommittee] presiding.

Members present: Representatives Conaway, Neugebauer,
Schmidt, Austin Scott of Georgia, Crawford, Roby, Huelskamp, Gib-
son, Hultgren, Hartzler, Schilling, Stutzman, Lucas (ex officio),
Boswell, McIntyre, Walz, Kissell, David Scott of Georgia, Courtney,
and Peterson (ex officio).

Staff present: Tamara Hinton, Kevin Kramp, Matt Schertz,
Pelham Straughn, Suzanne Watson, Bart Fischer, Liz Friedlander,
Clark Ogilvie, Anne Simmons, John Konya, and Jamie Mitchell.

OPENING STATEMENT OF HON. K. MICHAEL CONAWAY, A
REPRESENTATIVE IN CONGRESS FROM TEXAS

The CHAIRMAN. We will call the hearing to order. This hearing
of the Subcommittee on General Farm Commodities and Risk Man-
agement entitled, Agricultural Program Audit: Examination of Fed-
eral Crop Insurance Programs, will come to order. We are pleased
to have before us today the Administrator of the Risk Management
Agency Bill Murphy. It is appropriate that our first farm bill audit
hearing focuses on the Federal Crop Insurance program, because
crop insurance has evolved over 73 years to become a cornerstone
of U.S. farm policy. It is as important now as ever. Farmers across
the country are dealing with wild fires, droughts, and I am told,
extra water in Minnesota, floods. It is also important to observe
why the Federal Government is involved in crop insurance. That is
because without Federal involvement, America’s farmers quite sim-
ply would not have crop insurance. Without crop insurance, lenders
would not likely make loans to producers. After all, producers are
borrowing more money in a single year than many Americans bor-
row in a lifetime. So if there is ever a role for Federal involvement
in what would ordinarily be a private market activity, this is a
prime example.
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Still, as essential that Federal crop insurance is to most pro-
ducers, it has been a long road to get to where we are, and we have
not yet reached our final destination. Three events helped farm
crop insurance become what it is today. First, 100 percent private
sector delivery through a strong agent workforce; second, the 2000
reform bill that increased producer access to high levels of coverage
at more affordable prices; and third, the approval of revenue prod-
ucts that help producers cope with production losses and better
market their crops, while dealing with price volatility. This last im-
provement was also a private sector innovation.

With these innovations, participation has more than doubled
over the past 20 years, and total liabilities protected has increased
over 600 percent, reaching an expected total of over $100 billion in
2011. We have witnessed an increase in risk management tools
available to producers, most notably the revenue products now on
the market.

Despite these successes, there are areas where Federal crop in-
surance must move forward to meet the risk management needs of
U.S. producers, and this is especially true in the current budget cli-
mate. Federal crop insurance must be built upon, or it will wither
and die because it will fall behind producer needs. For example, it
is great that we have producers covered at the 70 to 85 percent
coverage levels, meeting deductibles ranging from 30 down to 15
percent. These high deductibles grow even larger when coupled
with artificially low actual production histories, or APHs, that fur-
ther shrink insurable yields. But for many producers, only low lev-
els of coverage are cost effective. This is true, despite the introduc-
tion of enterprise units in the farm bill that help producers buy up
higher levels of coverage.

Unfortunately, a lot of time has already been lost. Over the last
4 years, the Risk Management Agency has taken its focus off the
task at hand in order to implement cuts to the Federal Crop Insur-
ance program, first made in the 2008 Farm Bill, roughly a $6 bil-
lion reduction. And then in the renegotiation of the Standard Rein-
surance Agreement, which reduced CBO baseline for ag spending
by another $6 billion, all of which went to deficit reduction. While
I was comfortable with the farm bill, I was not sold on the wisdom
behind the SRA. In any case, we do not yet know the full impact
of the farm bill and SRA will have on crop insurance. This has cre-
ated great uncertainty and has preoccupied the time of RMA, and
thus agents and companies, with issues that are not the primary
goal of Federal crop insurance, which is to serve producer risk
management needs. RMA and the industry must pick up where
they left off and focus on meeting the needs of farmers and ranch-
ers.

In short, this public-private partnership is necessary. The farmer
must pay to play. Risk management tools under Federal crop insur-
ance are tailored to producer price and production risks. Lenders
require and the Federal crop insurance has contributed to deficit
reduction, and fully complies with the WTO. This is a good deal for
the farmer, the agents, the companies creating private sector jobs,
and economic activity, and good for the taxpayer.

I look forward to hearing from Administrator Murphy on how we
can make things better.
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[The prepared statement of Mr. Conaway follows:]

PREPARED STATEMENT OF HON. K. MICHAEL CONAWAY, A REPRESENTATIVE IN
CONGRESS FROM TEXAS

We are pleased to have before us the Administrator of the Risk Management
Agency, Mr. Bill Murphy.

It is appropriate that our first farm bill audit hearing focuses on Federal Crop
Insurance because crop insurance has evolved over 73 years to become a cornerstone
of U.S. farm policy. It’s as important now as ever. Farmers across the country are
dealing with wildfires, droughts, and floods.

It is also important to observe why the Federal Government is involved in crop
insurance: it’s because without Federal involvement America’s farmers quite simply
would not have crop insurance. And without crop insurance, lenders would likely
not make loans to producers. After all, producers are borrowing more money in a
single year than most Americans will borrow in a lifetime.

So, if there was ever a role for Federal involvement in what would ordinarily be
a private market activity, this is a prime example.

Still, as essential as Federal Crop Insurance is to most producers, it has been a
long road to get to where we are—and we have not yet reached our final destina-
tion.

Three events helped Federal Crop Insurance become what it is today: First, 100%
private sector delivery through a strong agent workforce; second, the 2000 reform
bill that increased producer access to higher levels of coverage at more affordable
prices; and third, the approval of revenue products that help producers cope with
production losses and better market their crops while dealing with price volatility.
This last improvement was also a private sector innovation.

With these innovations, participation has more than doubled over the past 20
years and total liabilities protected has increased by over 600%, reaching an ex-
pected total of over $100 billion in 2011, and we have witnessed an increase in the
risk management tools available to producers, most notably “revenue” products.

Despite these successes, there are areas where Federal Crop Insurance must move
forward to meet the risk management needs of U.S. producers, and this is especially
true in the current budget climate. Federal Crop Insurance must be built upon or
it will wither and die because it will fall behind producer needs. For example, it is
great that we have producers covered at the 70% to 85% coverage levels, meaning
deductibles ranging from 30% down to 15%. These high deductibles grow even larger
when coupled with artificially low actual production histories, or APHs, that further
shrink insurable yields. But for many producers, only low levels of coverage are cost
effective. This is true despite the introduction of “enterprise units” in the farm bill
that helped producer’s buy-up higher levels of coverage.

Unfortunately, a lot of time has already been lost. Over the last 4 years, the Risk
Management Agency has taken its focus off of the task at hand in order to imple-
ment cuts to Federal Crop Insurance, first made in the 2008 Farm Bill—roughly a
$6 billion reduction—and then in the renegotiation of the Standard Reinsurance
Agreement, which reduced the CBO baseline for agriculture by another $6 billion,
all of which went to deficit reduction.

While I was comfortable with the farm bill, I was not sold on the wisdom behind
the SRA. In any case, we do not yet know the full impact the farm bill and the SRA
will have on Crop Insurance. This has created great uncertainty and has pre-
occupied the time of RMA, and thus agents and companies, with issues that are not
the primary goal of Federal Crop Insurance, which is to serve producer risk man-
agement needs. RMA and the industry must pick up where they left off and focus
on meeting the needs of our farmers and ranchers.

In short, this private-public partnership is necessary. The farmer must pay to
play. Risk management tools under Federal Crop Insurance are tailored to producer
price and production risks. Lenders require it. And, Federal Crop Insurance has con-
tributed to deficit reduction and fully complies with the WTO. This is a good deal
for the farmer, the agents and the companies creating private sector jobs and eco-
nomic activity, and for the taxpayer. I look forward to hearing from Administrator
Murphy on how we can make a good thing even better.

But first I would yield to the Ranking Member of the Subcommittee, Mr. Boswell,
for any opening remarks he may have.

The CHAIRMAN. I would like to yield to the Ranking Member of
the Subcommittee, Mr. Boswell, for any comments he may make.
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OPENING STATEMENT OF HON. LEONARD L. BOSWELL, A
REPRESENTATIVE IN CONGRESS FROM IOWA

Mr. BosweLL. Well, thank you, Mr. Chairman, and I appreciate
you having this hearing. I certainly concur with much of what you
have just said. Pay to play, that is a pretty good little term, and
I think it rings very true. We will probably talk about some of that.

I also would like to thank everybody for joining us here today,
as I look around the gallery and see who is here and the interest
level seems to remain high. Mr. Murphy, welcome back, too. We
have had a few conversations. It has been a little while, so maybe
this is a chance for us to catch up.

But anyway, I come from a state where we have, as you know,
92,000 farms and more than 30 million acres in production. It
sounds like we are having an interruption, doesn’t it? I understand
challenges of farmers and those in agricultural business face today.
It is high risk, as you well know.

When I retired from the Army and returned home to farm, I
quickly realized that farming had greatly changed over the 20
years that I was away. Back then, I had always said that in order
to farm, a producer needs to have access to a bank and a place to
buy and sell product, and the inputs. Of course, we have gotten
much more sophisticated over the last years. I got caught right in
the farm crisis of the late 1970s, early 1980s. After surviving it,
which I did, and I also was chairing my local place to buy and sell,
the cooperative, I realized how important a good crop insurance
agent was to help me manage my risk. I worked with my agent,
sure that I was never put in the position that I was during the
1980s farm crisis, because I had an opportunity to do it.

I share that story because I understand the importance of the
crop insurance industry, not only in the State of Iowa, but across
the country. In 2010, 255 million acres were enrolled in crop insur-
ance. Sign up and buy up levels for crop insurance have proven
that farmers appreciate having additional options to help them
manage risks; however, certain regions and certain crops are
underrepresented, we have found. Looking ahead, we need to see
how we can make the program work for more producers.

Additionally, I have to say that I am opposed to cutting funding
to the program. Budgets are tight, but tight budgets do not mean
we must jeopardize the risk management tools that we have today,
or put in question when improvements can be made in the future.

On that note, this Committee has gone a long ways in previous
years to address sound fiscal management, and the USDA has de-
creased costs through the renegotiation of the Standard Reinsur-
ance Agreement, SRA. I have been concerned with these cuts and
the effects this negotiation may have on the relationship between
farmers and their agents. We must acknowledge that the crop in-
surance industry is a business, and both the companies and the
agents need to make a reasonable profit in order to stay in the
market.

Just yesterday, I had an unexpected conversation with a senior
agent in a small town surrounded by agriculture. I won’t name the
place, but I could if we have a conversation about it. He is con-
cerned. It is time to start thinking about passing the business on,
and with all the questions, whether it is to family or somebody, to
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keep, it is a vital part. It is as important as having the bank and
the place to buy and sell. That agency is important in that commu-
nity, is my point.

So with that in mind, at this hearing I will be submitting a ques-
tion when we get into question time to you, Mr. Murphy, with the
request for a written response on this issue. The renegotiation of
the SRA has left insurance agents in my state and many others
perplexed, worried sick, I guess, by a direct cap in the SRA on com-
missions private companies are allowed to provide. To me, this is
arbitrary and neglects the principle of a free market and the exper-
tise and hard work of insurance agents our farmers rely on. So I
look forward to the response and working with you to further en-
hance the crop insurance industry so it provides maximum benefits
to producers and consumers alike.

One of the many farm programs we support are highly valued
crop insurance and must be structured to ensure a free market-
place for insurers and agents across the nation. We are making
great strides to help the American farmer, and I look forward to
hearing more about the crop insurance program today. I thank you
again for your testimony, which will be an essential means for us
to continue to move forward on the next farm bill.

So thank you, Mr. Chairman. I yield back.

The CHAIRMAN. Thank you, sir. I recognize the Chairman of the
full Committee for any comments he might have.

OPENING STATEMENT OF HON. FRANK D. LUCAS, A
REPRESENTATIVE IN CONGRESS FROM OKLAHOMA

Mr. Lucas. Thank you, and I would like to thank the Chairman
and the Ranking Member for holding this first in a series of audit
hearings to examine programs authorized in the farm bill.

My goal with these hearings is two-fold. First, I want the Depart-
ment to present a spending snapshot of farm programs. Our Sub-
committees will examine spending trends, confirm whether the
purposes and goals of the programs we authorize are being met
successfully. We will look for duplication within issue areas to de-
termine program overlap. We will also examine program eligibility
and whether those eligibility criteria meet the needs of our con-
stituents. We will scrutinize waste, fraud, and abuse, and look for
ways to build on the success the Department has already achieved
in this area of program integrity. In essence, this is what I mean
by an audit of farm programs.

The second purpose of these audits is educational in nature. I
think it is important that our Committee learn just how many pro-
grams we authorize in the farm bill, and the amount of money we
dedicate in each area. I want the Members of our Committee to
have a holistic view of farm policy before we move forward. Too
often in the past, Congress has considered a piecemeal approach to
farm programs, adding layer upon layer while not looking at the
overall picture to see how these programs interact. We are starting
with comprehensive audits so we can examine each program within
the broader context of farm policy. These audits ensure that we are
operating from the same base of knowledge. We represent states
ranging from Alabama to Oregon, and the diverse constituencies
that come with that, so we all have unique priorities for farm pol-
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icy. But while our priorities may differ, our facts cannot. So these
audits give all of us the same data to use in decision making.

Having the best available data will help us better understand
farm programs so we can navigate the tough, and I mean tough,
road ahead. I hope that today we can start a dialogue on how to
root out inefficiencies so we can continue supporting our farmers
and ranchers while spending, yes, fewer taxpayer dollars.

It is also important for all of us to understand our priorities from
the last two farm bills. Before we move forward with new policies,
we should understand how we got to where we are today. Some of
the circumstances that shaped past farm bills are still relevant
today. Others have changed. We all know that this farm bill will
be developed under a very different fiscal climate than the 2008
Farm Bill. The simple truth is, we must make some difficult deci-
sions. There are no sacred cows, so to speak, and during these
tough fiscal times, every program, every title will be on the table.
This farm bill gives the Committee an excellent opportunity to
prioritize the programs that are working, fix the programs that are
broken, eliminate the programs that are duplicative. We will make
these determinations with the help of these audits, along with the
input from our constituents. We will start this process today by
taking a serious look at crop insurance to ensure that our funds are
utilized economically, and the program delivery is efficient for
farmers and ranchers.

As we begin the process of developing the 2012 Farm Bill, I know
the challenge of doing more with less will be foremost in our minds.
I believe that we can meet this challenge and develop thoughtful
policies to keep American agriculture productive and competitive in
the 21st century.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Lucas follows:]

PREPARED STATEMENT OF HON. FRANK D. LUcCAs, A REPRESENTATIVE IN CONGRESS
FROM OKLAHOMA

Good morning.

I’d like to thank Chairman Conaway for holding the first in a series of audit hear-
ings to examine programs authorized in the farm bill.

My goal with these hearings is two-fold. First, I want the Department to present
a spending snapshot of farm programs.

Our Subcommittees will examine spending trends and confirm whether the pur-
pose and goals of the programs we authorize are being met successfully.

We will look for duplication within issue areas to determine program overlap. We
will also examine program eligibility and whether those eligibility criteria meet the
needs of our constituents.

And we will scrutinize waste, fraud and abuse, and look for ways to build on the
success the Department has already achieved in this area of program integrity. In
essence, this is what I mean by an “audit” of farm programs.

The second purpose of these audits is educational in nature. I think it is impor-
tant for our Committee to learn just how many programs we authorize in the farm
bill and the amount of money we dedicate to each area.

I want the Members of our Committee to have a holistic view of farm policy before
we move forward. Too often in the past, Congress has taken a piecemeal approach
to farm programs, adding layer upon layer while not looking at the overall picture
to see how these programs interact.

We are starting with comprehensive audits so that we can examine each program
within the broader context of farm policy.

These audits ensure that we are operating from the same base of knowledge. We
represent states ranging from Alabama to Oregon—and the diverse constituencies
that come with that—so we all have unique priorities for farm policy. But while our
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priorities may differ, our facts cannot. So these audits give all of us the same data
to use in decision making.

Having the best available data will help us better understand farm programs so
that we can navigate the tough road ahead.

I hope that today, we can start a dialogue on how to root out inefficiencies so we
can continue supporting our farmers and ranchers while spending fewer taxpayer
dollars.

It is also important for all of us to understand our priorities for the last two farm
bills. Before we move forward with new policies, we must understand how we got
where we are today.

Some of the circumstances that shaped past farm bills are still relevant today.
Others have changed. We all know that this farm bill will be developed under a very
different fiscal climate than the 2008 Farm Bill.

The simple truth is that we must make some difficult decisions. There are no “sa-
cred cows,” so to speak, and during these tough fiscal times, every program, in every
title, will be on the table.

This farm bill gives the Committee an excellent opportunity to prioritize programs
that are working, fix programs that are broken, and eliminate programs that are
duplicative. We will make those determinations with the help of these audits, along
with input from our constituents.

We will start that process today by taking a serious look at crop insurance to en-
sure that our funds are utilized economically and program delivery is efficient for
our farmers and ranchers.

As we begin the process of developing the 2012 Farm Bill, I know that the chal-
lenge of doing more with less will be foremost in our minds.

I believe that we can meet this challenge and develop thoughtful policies to keep
American agriculture productive and competitive in the 21st century.

The CHAIRMAN. Thank you, Mr. Chairman. We have one vote,
and I thought we would just try to do a rolling vote, but it came
quicker than I thought it was going to. After—do you have any
comments, Ranking Member? Okay.

Why don’t we take a quick break, run across the street, vote, and
come back? Then all of us will have access to hear you talk, and
it won’t be as disruptive that way. So we will take—the meeting
will recess, subject to call of the chair.

[Recess.]

The CHAIRMAN. I have one piece of administrative duty, the gen-
tleman from Indiana, Mr. Stutzman, is not a Member of the Sub-
committee, but has joined us today or will join us in a moment. I
have consulted with the Ranking Member, and am pleased to wel-
come him in joining in questioning of the witness.

So at this point in time, Mr. Murphy, you have the floor for your
opening comments. Thank you for being here.

STATEMENT OF WILLIAM J. MURPHY, ADMINISTRATOR, RISK
MANAGEMENT AGENCY, U.s. DEPARTMENT OF
AGRICULTURE, WASHINGTON, D.C.

Mr. MurpHY. Chairman Conaway, Ranking Member Boswell,
Members of the Subcommittee, as Administrator of the Risk Man-
agement Agency, I am pleased to meet with you today to discuss
the latest developments in RMA, and the progress and challenges
of the Federal Crop Insurance Program. Along with Secretary
Vilsack’s leadership, I have the goal to administer the Federal Crop
Insurance Program in a manner that provides effective risk man-
agement services to all farmers and ranchers, regardless of their lo-
cation or the size of their operation.

The Secretary and I are aware that in today’s economy, it is im-
portant that the program be cost effective and give a fair value for
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taxpayers’ dollars. I am proud that I can confidently say that we
are doing just that.

Crop insurance has become an integral part of the business life
of the large majority of American farmers and ranchers. They
would find it difficult, if not impossible, to continue without the
protection provided by this part of the farm safety net. Many lend-
ers now require crop insurance coverage in order to make operating
loans to crop and livestock producers. Many producers use crop in-
surance as collateral for loans, as well as provide support for for-
ward pricing their crop.

Today, over 250 million acres of farms and ranches are covered
by Federal crop insurance, for an overall participation rate exceed-
ing 80 percent for the major crops. The value of insured crops is
at a record high. In 1994, program liability was less than $14 bil-
lion. This year, it will exceed $100 billion. More producers buy
higher levels of insurance now, and more specialty crop producers
participate in the program than ever before.

Our unique and successful relationship with our private part-
ners, 15 insurance companies, and the agents who deal directly
with farmers and ranchers is the foundation of this program. Pro-
ducers purchase crop and livestock insurance from an insurance
agency operating and living in their communities. This relationship
levers the respective strengths of the public and private sectors.
The 2011 crop year, with widespread flooding in some areas and
record drought in others, has been a true test to the crop insurance
program. My staff and I are closely watching all developments to
ensure that producers get all the protection provided by their poli-
cies.

The preventive planning coverage available in most policies has
been of extreme importance this year in areas where standing
water and water-logged soils have prevented producers from get-
ting into their fields. In drought-stricken areas, the compensation
provided for reduced yields will be extremely important in helping
producers to survive until next year. In years like this one, the
value of this critical safety net is made clear.

The $6 billion in savings credit created through the renegotiated
Standard Reinsurance Agreement in 2010 went towards reducing
the Federal deficit and supporting high priority risk management
and conservation programs. By containing program costs, these
changes also ensure the sustainability of the crop insurance pro-
gram for American farmers and ranchers for years to come.

RMA’s Comprehensive Information Management System, CIMS,
is of clear importance to producers. Working with the Farm Service
Agency, RMA began in 2007 to provide access to over 12,000 users
of RMA, FSA, and crop insurance companies as the single source
of RMA and FSA program information for producers, crop acreage,
and production. The next stage of this information sharing is now
underway, and the Department’s efforts with cross functional rep-
resentation from RMA, FSA, NRCS, and NASS one-stop reporting
for farmers, and standardizing programs across the Department is
our goal.

As those of you acquainted with the dairy farmers may be aware,
the Livestock Gross Margin dairy plan of insurance ran out of
funding this year. Congress makes $20 million available a year for



9

all livestock programs, and the popularity of a newly-designed
dairy program exhausted these funds in March, halfway through
the fiscal year. We look forward to again funding LGM dairy in the
new fiscal year.

RMA continues to make significant progress in preempting fraud,
waste, and abuse through the expanded use of data mining. RMA,
FSA, and the crop insurance companies have preempted tens of
millions of dollars of improper payments through quality control,
data mining, and other measures. RMA is constantly identifying
ways to balance competing needs to make our product less suscep-
tible to fraud, while seeking to provide responsive, useful risk pro-
tection tools for farmers.

Again, thank you for the opportunity to participate in this impor-
tant hearing. I look forward to discussing the Crop Insurance Pro-
gram with you, and to responding to any questions you may have.

[The prepared statement of Mr. Murphy follows:]

PREPARED STATEMENT OF WILLIAM J. MURPHY, ADMINISTRATOR, RISK MANAGEMENT
AGENCY, U.S. DEPARTMENT OF AGRICULTURE, WASHINGTON, D.C.

Chairman Conaway, Ranking Member Boswell, and Committee Members, I am
pleased to meet with you today to discuss the latest developments in the Risk Man-
agement Agency (RMA), the progress and challenges of the Federal crop insurance
program, and the status of the Standard Reinsurance Agreement (SRA) and its ben-
efits to the agricultural community and the American taxpayer. My staff and I work
daily to validate the utility of current insurance products—making certain we offer
the best risk management protection possible for all of America’s farmers and
ranchers. The agency, along with our fifteen approved crop insurance companies,
provide risk management tools that are compatible with international trade commit-
ments, create products and services that are actuarially sound and market driven,
harness the strengths of both the public and private sectors, and reflect the diver-
sity of the agricultural sector.

Crop insurance is a vital part of the farm safety net and has become an integral
part of business life for a large majority of American farmers and ranchers. They
would find it difficult to continue providing the United States and the world with
an abundant supply of food, fiber and fuel without the protection provided by this
part of the farm safety net. Many lenders now require crop insurance coverage in
order to make operating loans to crop and livestock producers, and many producers
use crop insurance as collateral for the loans.

There is a unique and successful relationship between RMA and our private part-
ners, the 15 approved insurance companies, and the agents who deal directly with
farmers and ranchers. Producers purchase Federal crop or livestock insurance from
insurance agents operating in their communities, who sell the insurance on behalf
of the 15 insurance companies. This relationship leverages the respective strengths
of the public and private sectors. The insurance companies provide Federal crop in-
surance under reinsurance agreements with the Federal Crop Insurance Corpora-
tion (FCIC), administered by RMA.

The 2011 crop year, with widespread flooding in some areas accompanied by se-
vere drought in other areas, has been a test of the crop insurance program. My staff
and I are closely watching all developments to insure that producers get the protec-
tion provided by their policies. The Prevented Planting coverage available in most
policies has been of extreme importance this year in areas where standing water
or waterlogged soil prevented producers from getting into their fields until past the
time for planting. In drought stricken areas, the compensation provided for reduced
yields will be extremely important in helping producers to survive. In years like this
one, the value of this critical safety net is made clear.

Brief History

Participation in the crop insurance program increased significantly following
changes enacted in 1994 by Congress. For example, fewer than 100 million acres
of farmland were insured under the program in 1994. Today, over 250 million acres
of farm and ranch lands are covered by Federal crop insurance, for an overall par-
ticipation rate exceeding 80 percent for the major crops.
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As the amount of insured acreage has increased, so too has the liability, or value
of the insurance in force. In 1994, program liability was less than $14 billion. Indus-
try estimates suggest 2011 program liability could exceed $100 billion. The crop in-
surance program has seen sustained growth as demonstrated by the increasing pro-
portion of acres insured at buy up levels over the last decade. Today, over 90 per-
cent of all policyholders purchase buy-up levels of coverage. Of note is the signifi-
cant level of participation by specialty crop producers. The overall participation rate
for specialty crop producers is about 75 percent, which is fairly comparable to the
83 percent participation rate for the major program crops. Important fruit, nut and
vegetable states California (71%), Florida (91%), and Washington (68%) each score
well in Federal crop insurance program participation.

This growth has been accomplished in an actuarially sound manner as required
by Congress and the program is working well. Over the last 2 decades, premiums
(producer premiums added to premium subsidies) have been sufficient to cover the
indemnities paid to producers plus a reasonable reserve, as directed by the Federal
Crop Insurance Act.

In 2000, Congress enacted the Agricultural Risk Protection Act (ARPA) that ex-
panded the role of the private sector allowing entities to participate in conducting
research and development of new insurance products and features. With the expan-
sion of contracting authority, RMA can enter into contracts for research and devel-
opment of new and innovative insurance products. Private entities may also submit
unsolicited proposals for insurance products to the FCIC Board of Directors (Board)
for approval. If approved by the Board, these unsolicited insurance products are eli-
gible to receive reimbursement for research, development and maintenance costs, in
addition to any approved premium subsidies and reinsurance.

ARPA also removed restrictions on the development of insurance products for live-
stock. Authority was added to allow the Board to create an expert review panel to
provide assistance to the Board and RMA in evaluating proposed insurance products
for feasibility and actuarial soundness. Premium subsidies to farmers were in-
creased to encourage producers to purchase higher insurance coverage levels and to
make the insurance program more attractive to prospective producers. Throughout
all of this, RMA has implemented many innovations to keep up with industry ad-
vances as well as customer demands.

Standard Reinsurance Agreement

On June 10, 2010, USDA released the new reinsurance agreement and announced
that $6 billion in savings were created through this action. Two-thirds of this sav-
ings went toward paying down the Federal deficit, and the remaining %5 was used
to support high priority risk management and conservation programs. By containing
program costs, these changes also ensure the sustainability of the crop insurance
program for America’s farmers and ranchers for years to come.

CIMS & ACRSI

The 2002 Farm Bill required the Secretary of Agriculture to develop a Com-
prehensive Information Management System (CIMS) to be used by the Farm Service
Agency (FSA) and RMA in the farm programs they administer. CIMS was made
available for use in September 2007. It provides access for over 12,000 users from
RMA, FSA and the crop insurance companies as a single source of RMA and FSA
program information for producers, crop acreage and production. The next stage of
information sharing is now underway with the Acreage/Crop Reporting Stream-
lining Initiative (ACRSI). This is a Departmental effort with cross functional rep-
resentation from RMA, FSA, Natural Resources Conservation Service, andNational
Agricultural Statistics Service.

The objective of ACRSI is to establish a common USDA framework for producer
commodity reporting in support of USDA programs and to establish common data
standards of information used for producer commodity reporting. ACRSI and CIMS
will facilitate ‘one-stop’ reporting of producer information and greater data sharing
of data among government agencies. This will provide for greatly improved integrity
and accuracy of the data collected and reported to USDA. RMA and FSA will be
able to efficiently identify discrepancies, cases of misreporting, and potential fraud,
waste, and abuse, thus reducing the potential for improper payments. Furthermore,
these efforts will save time and money for the government, producers and companies
by reducing reporting and data management burdens.

Livestock Products
ARPA authorized RMA to offer insurance products for livestock producers and
provided $20 million in funding to cover administrative and operating (A&O) and

premium subsidy costs for pilot livestock insurance plans each fiscal year. RMA cur-
rently reinsures eight livestock products, all of which were developed and submitted
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by private parties through the authorities contained in Section 508(h) of the Federal
Crop Insurance Act. There are two basic insurance models used to offer livestock
insurance: Livestock Risk Protection (LRP) and Livestock Gross Margin (LGM). LRP
provides protection against unexpected declines in the price of certain livestock—
feeder cattle, fed cattle, lamb, and swine. LGM provides protection to livestock pro-
ducers against unexpected increases in feed costs or unexpected declines in prices
for the insured livestock product. Gross margin is the market value of the insured
livestock product minus feed costs. As we have noted previously, the $20 million in
annual funding for all livestock programs was exhausted in March because of the
increased popularity of LGM-Dairy. Thus, none of the livestock programs are cur-
rently available. They will be offered again in Fiscal Year 2012 when an additional
$20 million in funding becomes available.

Program Integrity and Data Mining

In conjunction with the improved quality control requirements in the new SRA,
RMA Compliance has revised its work plans to reflect a more balanced approach
between quality assurance and investigating program abuses. In a time of declining
resources and increased responsibilities, effective internal controls provide a signifi-
cant cost-benefit compared to identifying and prosecuting program abuse alone.
RMA is reviewing company operations and internal controls to determine the suc-
cess of their efforts to address crop insurance program vulnerability concerns.

RMA continues to make significant progress in preempting fraud, waste and
abuse through the expanded use of data mining. ARPA directed RMA to employ
data mining technologies to program compliance and integrity efforts, and provided
the funding necessary to support these activities. ARPA also provided a role for FSA
to assist RMA in further program compliance and integrity. RMA subsequently en-
tered into a contract with the Center for Agribusiness Excellence (CAE) at Tarleton
State University to develop and maintain appropriate data warehousing and data
mining capabilities. Annually, CAE produces a spot-check list of producers engaging
in questionable behaviors which is provided to FSA for further investigation. With
the assistance of FSA offices, RMA and the insurance companies conduct growing
season spot checks to ensure that claims for losses are legitimate.

These efforts have been highly successful as the cumulative cost avoidance from
data mining and related activities from 2001 through 2010 is estimated to be almost
$840 million, based on our analysis of the changes in loss experience for those peo-
ple placed on the spot-check list. In light of the success of the spot-check program,
the new SRA broadens the use of data mining to help direct company efforts at de-
tecting and investigating suspect behaviors. We believe the targeted company re-
views enabled by data mining will be more effective and efficient than the random
review process of previous years.

While RMA, FSA and the crop insurance companies have preempted tens of mil-
lions of dollars of improper payments through quality controls, data mining, and
other measures, RMA is constantly identifying ways to balance competing needs to
make our products less susceptible to fraud while seeking to provide responsive,
useful risk protection to farmers. We still have work to do and improvements to
make, but we are making good progress in our fight against waste, fraud and abuse
in the Federal crop insurance program.

Premium Rates

One of the most important considerations for the Federal crop insurance program
is the premium cost for producers. If premium rates are too high, producers will not
participate in the crop insurance program. If premium rates are too low, actuarial
performance will deteriorate. RMA continually seeks to improve its premium rating
methodology and maintain actuarial balance. RMA recently commissioned a com-
prehensive review of its rating methodology by a panel of outside experts. A prelimi-
nary draft of the review was posted for public comment. The final draft, as well as
the response to public comments, is available on RMA’s website. The review sup-
ported RMA’s overall approach to generating premium rates based on historical loss
experience, and provided a number of recommendations for potential improvements
that RMA is pursuing. The most critical of these recommendations is for RMA to
determine if all historical losses should be given the same weight in determining
current premium rates. Work on the reweighting of historical loss experience is cur-
rently ongoing.

Concept Proposals

The 2008 Farm Bill provided an alternative for producers and private entities to

submit to the FCIC Board, proposals for insurance coverage for agricultural com-

modities not traditionally served, and to improve current insurance coverage. Pri-
vate entities are authorized to submit Concept Proposals for plans of insurance to
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the Board for approval of an advance payment of up to half of their estimated re-
search and development costs to assist them in developing a completed 508(h) insur-
ance product. Completed 508(h) products receive reimbursement of the balance of
their research and development costs and up to 4 years of maintenance expenses
if approved by the Board. To date, the Board has received 23 Concept Proposals and
approved 11 for advance payments totaling approximately $1.7 million.

Combination Policies (COMBO)

On March 30, 2010, RMA published the final rule for the Common Crop Insurance
Policy, commonly known as the COMBO policy, to be effective for the 2011 crop
year. The COMBO policy combines five plans of insurance into a single plan of in-
surance. This new policy makes risk management decisions simpler for the producer
and enhances program efficiency by reducing inconsistencies, duplication, and pa-
perwork. Furthermore, by combining the previous five plans of insurance into a sin-
gle plan RMA eliminated a primary source of confusion and error in the administra-
tion of the Federal crop insurance program. Another benefit of the COMBO policy
is the use of a single rating and pricing component so all coverage is consistent in
terms of protection and cost. Similar efforts are underway to combine RMA’s area-
based programs (Group Risk Plan—GRP, and Group Risk Income Protection—GRIP)
into a single plan of insurance.

Information Technology Modernization

The Information Technology Modernization (ITM) project, RMA’s technology re-
engineering initiative, began in earnest in FY 2008, based on funding received in
the farm bill. Phase I was completed in FY 2010, and included significant achieve-
ments to deploy the majority of the actuarial tools required to generate 2011 insur-
ance offers and provide for validation of detailed policy data received from crop in-
surance companies that is used as the basis for calculation of expense reimburse-
ment and risk sharing between RMA and the companies in accordance with the
SRA. Accepted data is also used for future rating and publicly generated reports.
Rollover of the 2011 crop year actuarial data was accomplished and the first filing
for the 2012 crop year took place on April 30, 2011.

Phase II development continues and focuses on corporate reporting providing data
reporting and analysis capabilities. On-demand analysis and standardize reporting
will be available on multiple years of actuarial, policy, and financial data. The ana-
lytical environment has been set up and development has begun on standardized
reports. ITM Phase II also includes Regional Office Exceptions (ROE) written agree-
ment processing. ITM Phase II is progressing towards scheduled operations in July
2011. Enhancements to the ITM production system have been implemented for actu-
arial processes, policy processing, premium calculations, and other Phase I capabili-
ties.

RMA supports many information technology functions using private contractors.
The contract for IT services is generally for 5 years and is due to expire in 2011.
In January 2011, RMA competitively awarded a new contract for IT services until
2015. Accounting and other corporate reporting capabilities will be implemented in
the new system as part of this contract, and is scheduled to be complete at the end
of the calendar year.

Organic Crops

RMA continues to move forward in improving crop insurance coverage for organic
producers so they will have viable and effective risk management options like many
of the conventional crop programs. Consistent with the 2008 Farm Bill, RMA con-
tracted for research into whether or not sufficient data exists upon which RMA
could determine a price election for organic crops, and if such data exists, to develop
a pricing methodology using that data. Also included in the contract was research
into the underwriting, risk and loss experience of organic crops as compared with
the same crops produced in the same counties during the same crop years using
nonorganic methods. Three reports have been completed from this study.

The first report outlined research into data that exists today that could support
price elections for various organic crops. The second report outlined a proposed
methodology for development of a price election for organic cotton, corn and soy-
beans. The third report presented the results of the contractor’s comparative anal-
ysis of loss experience for organic crops and conventional crops that were produced
in the same counties during the same crop years.

RMA intends to establish dedicated price elections for organic crops where sup-
ported by data and sound economic pricing principles. The first of these organic
price elections became available for the 2011 crop year. In addition, RMA will con-
tinue to capitalize on improved data collection and sharing of organic production
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and price data occurring throughout USDA, an initiative to better leverage the re-
sources of all of our agencies to address this important segment of agriculture.

RMA will continue to evaluate the loss experience of both organic and conven-
tional practices to ensure that premium rating is commensurate with the level of
risk for each. This includes revising surcharges for those areas or situations that
merit such consideration.

Quality Adjustment

Another area of continued challenge to the program involves providing coverage
for reduced quality in a harvested crop. RMA provides quality adjustment for many
crops, based primarily on standards contained in the Official United States Stand-
ards for Grain, such as test weight, kernel damage, etc. Wheat, for example, is eligi-
ble for quality adjustment when poor quality results in a grade worse than U.S. No.
4. While producers and the crop insurance companies have been generally sup-
portive of RMA’s quality adjustment provisions, in some instances producers would
like to see quality adjustment begin when their grain quality loss is not as severe
as current rules require. Additionally, producers contend that quality adjustments
in the program do not always reflect what they are actually discounted in the mar-
ket place. This is most often heard earlier in the harvest season when the extent
of poor quality is not fully known and grain buyers tend to have more severe dis-
counts.

One of the challenges for RMA’s organic program is to assure that the availability
of Federal crop insurance does not inappropriately affect market dynamics, such as
buyers imposing larger quality discounts and relying on Federal crop insurance to
make producers whole. Similarly, crop insurance is not meant to provide coverage
for the marketing errors of producers or for a general deterioration in market condi-
tions—unless, of course, such deterioration is a covered cause of loss. RMA contin-
ually strives to provide standard quality discounts that apply to all producers na-
tionwide so everyone is treated equitably and the crop insurance program does not
promote or become subject to abusive market practices. RMA has continued to work
with grower associations and others to continually improve the effectiveness of its
quality adjustment provisions.

£ ES £ * ES

Mr. Chairman, this concludes my statement. Thank you for the opportunity to
meet with you today. We look forward to working with you and Committee Members
and will be pleased to provide whatever assistance you may request. I would be
pleased to answer any questions you and other Members of the Committee may
have.

The CHAIRMAN. Well thank you, Mr. Murphy, being under the
wire at the 5 minute mark. I appreciate that.

The chair reminds Members they will be recognized for ques-
tioning in order of seniority of Members who were here at the time
of the start of the hearing. After that, Members will be recognized
in order of arrival. I appreciate Members understanding.

I will now recognize myself for 5 minutes. In my opening state-
ment, and Mr. Boswell, in yours as well, you talked about the im-
portance of the private-public partnership for delivery of crop in-
surance. From time to time, we hear rumors of—that partnership
may need to go just totally public, and with the public delivery of
the system. Are you and your staff committed to this public-private
partnership, because it sure looks like it works to us.

Mr. MURPHY. Yes, indeed. In fact, the Secretary reiterated that
when meeting with one of the trade groups a couple weeks ago in
his office. There is no doubt in my mind that we are enjoying this
participation level today, due to that unique relationship with pri-
vate agents and their companies.

The CHAIRMAN. All right. You mentioned the importance of your
information technology improvements. Will you be able to finish all
of that under the existing budget authorities?

Mr. MurpPHY. We will do the best we can, sir. It is moving along.
We are having some very good success. I am glad to see we had
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it up and running. We were able to bring the COMBO product up
this year. So it is functioning. I am concerned for the out-years.
Next year, we don’t have the funding anymore that was provided
in the farm bill. I am sure I will be up here asking for additional
funding for that project, but that is of great concern to us.

The CHAIRMAN. Well, I think it is going to be important, Mr.
Murphy, that you lay that out for us specifically because we have
choices to make, and those need to be informed choices. That infor-
mation has an impact on that, and the Committee needs to under-
stand that.

Mr. MuUrPHY. I would like to add that also the more complex our
programs become, we really need that IT capacity in order to de-
liver these programs to farmers.

The CHAIRMAN. Well, also the impact on this budget on FSA and
their ability to deliver their side of the house is in the same way
impacted by that.

At one point in time, speaking of data mining, there were some
barriers between RMA and FSA data so that the folks at Tarleton
could not fully exploit everything available. Have those barriers
been taken down? Is there anything left that we need to do?

Mr. MurpPHY. No, actually we are making a lot of progress. There
are—continues to be problems between the data between RMA’s
data and FSA’s. We are actually working through the SURE Pro-
gram. We are fixing a lot of that data. I think as CIMS comes up
and running, it will be extremely helpful in identifying where we
have differences between the two programs

The CHAIRMAN. But in terms of legal barriers?

Mr. MURPHY. Oh, no, we are working through that. In fact, FSA
is just about prepared to publish their new rule, which will provide
us the flexibility we need.

The CHAIRMAN. Okay. So there is something in that regard to
fully exploit that, it benefits all of us.

Mr. MURPHY. Right.

The CHAIRMAN. Can you walk us through a little bit about how
the 508(h) program is working, and maybe some examples cur-
rently in the pipeline?

Mr. MurpHY. Okay. Actually, we have three different ways that
we can develop programs. One of them is that we can go out and
contract ourselves for the development. The other way is where the
private sector actually comes into the board of directors and pre-
sents a program. They can go the 508(h) route, which is that they
bring a fully developed program to the board of directors for ap-
proval. Another route with the last farm bill was the concept pro-
posals where folks can actually come into the board of directors, ex-
plain what they would like to develop, and then we can get partial
funding for that development, and then it follows the 508(h) proce-
dure after that.

It seems we are getting new programs out in the street. That
seems to be working well to that effect. There are some issues or
some concerns being raised about some other programs that are
higher priority that should be done first, but that is just the way
the system is established. But we are working along at it.

The CHAIRMAN. All right. The Members know that there is a
questionnaire that asks about each of the major components. You
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sent yours in. I would like to go to the question on page 5, number
10. It says Utilization (Participation) Data. If you could walk us
through that, the number of policies stayed exactly the same for 10
years. Can you just walk across that—those columns and help us
understand what each one of them means?

Mr. MurpPHY. Okay. I think—actually, I think the next chart is
much better for looking at the changes over years.

The CHAIRMAN. Well just tell us what that means. What is the—
we talked about $100 billion in coverage out there, but that bottom
line for—just says $71 billion.

Mr. MURPHY. Okay, yes. Well that’s actually in 2010 it was in
the $70 billion range, $78 billion I think is what it is at right now.
But with the increase in commodity prices between 2010 and 2011
is where we expect to see the increase to over $100 billion.

The CHAIRMAN. Well, we have talked about participation, but the
number of policies has stayed dramatically the same for that

Mr. MUrPHY. No, it is actually—well, there hasn’t been a lot of
variation since 2001.

The CHAIRMAN. Okay. And then the loss ratio and the loss cost
columns, can you explain them to us real quick?

Mr. MUrPHY. Okay. Loss ratio is just the experience of the pro-
gram. That is the ratio of premiums to indemnities paid. The good
story here is that you can see the 10 year average, we are at .837.
That means for every dollar in premium, we pay out 83¢, so that
the program is actually performing very soundly at this time. In
fact, if you go back 20 years, you are still under a dollar loss ratio.
So we are very proud of the changes in that.

Loss cost ratio is just a measure of how much of the indemnity—
how much of the liability is being used by the indemnity. We actu-
ally use both of these ratios in order to come up with the rates for
the program.

The CHAIRMAN. All right, thank you, and I will yield back. Mr.
Boswell, 5 minutes.

Mr. BosweLL. Thank you.

Again, going to our continuing or running conversation, Mr. Mur-
phy. We found, in our hearings across the country a month ago,
what we need out there, available to our producers, is affordable,
and viable crop insurance. I think you are trying very hard to do
that. I am not—this is extremely important. You think of the high
cost inputs, and out in cotton country, wheat country, and so on,
but you know, they like to talk about the price per bushel of corn
when it is doing well. You never hear any conversation about the
cost of input, and I think it has become important for all of us on
this Committee that we ought to be making an issue of that. The
public out there doesn’t really get the idea of what it costs to put
that crop in. It is capital intensive and this crop insurance is ter-
ribly important.

So anyway, I want to ask you this question that we referred to,
and then I will leave it with you. The Risk Management Agency
has redefined the definition of agent compensation relative to the
release of the 2011 Standard Reinsurance Agreement. The restric-
tions outline the acquisition section of the manager’s bulletin on
agent compensation are very troubling because they restrict an
agent’s ability to sell his agency or her agency at the full market
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value. In many instances, the sales of these family-owned crop in-
surance agencies are relied upon for retirement income and for fu-
ture financial planning. In addition, such restrictions will also
hinder a company’s ability to grow. The only option for company
expansion will be through the acquisition process, which favors
large companies over small companies, and will lead to less choice
for consumers.

So how does the agency acquisition provision in the 2011 SRA
improve the Federal Crop Insurance Program and strengthen the
safety net for farmers and is the RMA willing to revisit this provi-
sion to address these concerns? I will give you this in writing as
well after this is over with, but I would like for you to comment
on it.

Mr. MURPHY. Actually, that provision is not in the SRA itself.
That provision is actually in follow-up procedures that we provided
after the

Mr. BosweLL. Well, let us address the point then.

Mr. MURPHY. Right. There is nothing in there that restricts the
sale of an agency. What they are talking about there, and where
this becomes an issue is if a company buys an agency and then em-
ploys the principle of that agency and continues to pay the
agents—all we are saying there is that that sale, if the principle
stays involved in that agency as it becomes part of the company,
is that that counts toward compensation. There is a great concern
that that particular scheme was being utilized to evade the caps on
each commission.

So you know, I want to make clear that there is nothing that re-
stricts it.

Mr. BosweLL. Well, at least——

Mr. MURrPHY. Okay, that——

Mr. BOSWELL. It limits

Mr. MURPHY. It limits potential sales. You could say that.

Mr. BosweLL. Okay.

Mr. MURPHY. You could say that. Now this is in a procedure that
we actually got—we just finished getting comments from the
agents. We sent it out to the agents to get their comments as well.
We are incorporating all of that now. We have not issued it yet as
a final procedure, but

Mr. BosweLL. I hope we can have some conversation on that. I
would look forward to that. Seriously, when I share with you the
person that I talked to, I didn’t call him. He called me. I talked to
him for—at any other time during this whole process we have not
had conversations.

Mr. MURPHY. I am sure it is because of:

Mr. BOSWELL. But anyway, he comes in with this concern, and
coming from this individual, as I am sure many others, it is a gen-
uine concern and we need to talk to him about. So I would trust
you to do that, and if you might give us a few points on how—what
youkmight have to say about the pilot program, concerning live-
stock.

Mr. MURPHY. The livestock programs?

Mr. BOSWELL. Yes.

Mr. MURPHY. Actually, the big news has been the dairy gross
margin coverage. Historically, we get $20 million a year for the
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livestock program since ARPA, since 2000. We have actually only
been spending about—of that $20 million, about $3 or $4 million
a year. What changed this year is that the dairy industry re-
quested through the developer of that program to make two
changes. One of them, to provide a subsidy, which was not in there
before and is not really in any livestock programs. We do have a
small one in some of the others, but that is just to offset some addi-
tional costs. So there is no true subsidy like we see in the crop pro-
grams. They requested a subsidy and they also requested that the
premium payment be changed from the beginning of the insurance
period to the end, like the rest of the Crop Insurance Program. The
developers agreed to that and we sent it—we put it out just 4
months ago. Growers were extremely interested in the program.
Like I said, they have used up all of the funding that we had avail-
able for dairy, which was about 75 percent of that $20 million.

Mr. BoswELL. Thank you. I will do a follow-up later.

I yield back.

The CHAIRMAN. Thank you, Mr. Boswell.

Mr. Neugebauer, 5 minutes.

Mr. NEUGEBAUER. Thank you, Mr. Chairman.

Administrator Murphy, this will come of no surprise to you. I
want to talk about something that has been a big concern of mine
for a number of years, and that is shallow losses. For some of my
colleagues that are new to the Committee, basically a lot of pro-
ducers can purchase an APH policy and get 65, 70 percent cov-
erage, but in many cases if they want to buy up that coverage,
when you get above that level, the premium becomes extremely ex-
pensive. In fact, it is almost a 1:1, a dollar of premium for a dollar
of benefit. Obviously that makes the economics—so what in many
cases can happen for our producers, they can have anywhere from
a 25 to 30, 35 percent loss, and not receive any coverage from their
policy. You know, obviously there are very few businesses I know
t}ll)zllt can sustain a 30, 35 percent loss in their margin and be profit-
able.

So there are a lot of potential solutions to that out there, and
some have said to offer additional premium support for APH to
make it more cost effective to buy up. Others have, as you know,
I have a plan that would provide a supplemental opportunity,
based on area yield or county yield.

So what are your thoughts? Do we stick with the APH, or do we
look at some of these supplemental opportunities?

Mr. MuUrpPHY. Well, I know the SURE Program that was insti-
tuted with the last farm bill was actually supposed to address that,
and basically utilizing the crop insurance indemnity for an addi-
tional payment under—as a disaster payment. I have not gotten
too involved in SURE. Anecdotally I understand there are concerns
in different parts of the country, whether it is achieving what it
was intended to do. You know, how it is actually working day-to-
day, I really am not the best person to talk to, but I would be very
happy to work with you towards the farm bill and look for
some

Mr. NEUGEBAUER. Yes, I think part of the SURE Program is it
is triggered on a state-wide basis, and you know, Texas is a pretty
big state, and so you can have one condition in one area of our
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state and others. Well, I think that is going to be an important part
of that, because I think as we begin to look at the basket of safety
net for producers, price, it doesn’t do you any good to have any
price safety net if you don’t produce a crop.

Mr. MURPHY. I think also it requires a disaster declaration in the
county and the adjacent counties. So if only a small percentage of
farmers gets hit with a problem, it potentially is not going to trig-
ger the county.

Mr. NEUGEBAUER. Absolutely, and I want to go on to another
area. I know that Plains Cotton Growers initiated an effort on cot-
ton seed, pilot program, and I guess this was the first year of that
program. Can you kind of give us a little thumbnail of how that
program has worked and the results of that?

Mr. MurpHY. We haven’t gotten the acreage information in yet.
That is probably going to be another couple months away, but I can
tell you anecdotally from our offices down there and the companies
there, it is extremely popular. This is something that those growers
are very interested in. That seed is becoming—especially when the
prices drop, that seed becomes a bigger part of their revenue for
the year. So it is critical to not only have the lint, but the seed as
well, get the offset for the seed.

So from what I understand, the growers are very happy with it.
We worked with the developers and we actually made it extremely
simple to administer the program, so I think the agents are happy
with it. So overall, I think it has been a success.

Mr. NEUGEBAUER. You know, recently when they renegotiated
the SRA, I think RMA kind of divided the country into three
groupings. Group one was Illinois, Indiana, then group two was
Alabama, soon to be some of the other states, and group three was
kind of the hodge podge, all the way from Alaska to Nevada to
Vermont.

Can you kind of give me some perspective of how those were
grouped?

Mr. MuUrPHY. Okay. The reason we had done that—and that was
something new we introduced for the first time with this array. In
the past, the underwriting—the ability to make underwriting gains
or loss were equal across the country. What we tried to do this
time, as an effort to try to get that same high level of service we
see in the Midwest and other parts of the country, we reduced the
company’s ability to make underwriting gains in the five—what
normally are referred to as the I States in the Midwest. Actually,
we increased the opportunity to make underwriting gains in other
parts of the country, and what—so we just—for the first year in
2011 we are going through it. I think, from the modeling we have
so far, it seems to be working. We have talked to agents who were
saying that actually in some of the parts that historically had low
commissions—that this is actually making it—more companies are
becoming interested in getting into these other parts of the coun-
try, and that is what we wanted to do. So we wanted to spread that
competition as well.

Mr. NEUGEBAUER. Were the premiums different in the
groupings?

Mr. MurpHY. Pardon?

Mr. NEUGEBAUER. Were the premiums different in those——
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Mr. MURPHY. Only by nature of whatever the experience was for
those crops, yes.

Mr. NEUGEBAUER. Nothing to do with groups?

Mr. MURPHY. No, not from the grower’s standpoint. No, no dif-
ference at all.

Mr. NEUGEBAUER. Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman. Mr. Courtney, from Con-
necticut.

Mr. COURTNEY. Thank you, Mr. Chairman. Thank you for hold-
ing this hearing.

Mr. Murphy, I wanted to go back to the dairy pilot program that
you were talking about earlier. Obviously, the high demand is an
interesting signal that the interest is there. You know, one of the
farms in my district that was one of the subscribers to the insur-
ance was sharing with me his experience with it, which you know,
he has a moderate-sized herd farm. He signed up for it kind of as
a test run, because looking out on the horizon, it is pretty clear
that risk insurance is going to be part of the world of that industry.

His concern obviously was cost, a little bit, which I think a lot
of the smaller farms are nervous about, but the other issue was the
complexity of the product. I mean, he was describing to me the sys-
tem for calculating the monthly premiums, and you know, we are
pretty comfortable in Connecticut with insurance products——

Mr. MURPHY. Right.

Mr. COURTNEY.—as you can imagine, but this one was pretty so-
phisticated. The message was that they got to run a farm. I'm try-
ing to sort of calculate what their payments are. It took some fairly
difficult and time consuming efforts.

I wonder if you could walk through about whether that is a com-
plaint that you are hearing, and whether there are ways to address
it. You know, simplicity is always a good thing.

Mr. MURPHY. Yes, indeed. You know, I haven’t heard too many
complaints about that, but it does not surprise me, because it is a
great Gilmore complex and our normal Crop Insurance Program for
corn or soybeans or something like that. Because what you are ac-
tually doing, you are looking forward into the next 11 months and
you are comparing the prices of the feed versus the price of the
milk itself using the futures contract, and that is what makes the
margin. So you are insuring that margin month to month in the
out-years.

So instead of looking at—if I was a corn grower, I am looking at
one insurance period. When you are actually a dairy farmer, you
are looking at potentially 11. They have to go out there, so it has
a great deal of complexity.

The program has not been evaluated yet. That will probably
occur within the next couple years. What I encourage is they can
either send comments in to us and we can share them with the de-
veloper, or we can get the address of the developer and the grower
can go directly to them. But like I said, these—they instituted a
major change just this year, so I believe they will be open to look-
ing at comments that growers might have, but I think the very na-
ture of that type of a program is going to be more complex than
something like the corn the guy probably insures already.
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Mr. COURTNEY. I mean, is it too soon to say whether people have
been actually filing claims?

Mr. MURPHY. Yes, it is.

Mr. CoOURTNEY. Okay.

Mr. MURPHY. Yes, it is too soon now, definitely. But I think it
certainly shows their concern with the volatility that they have
been seeing in pricing for the product. And I understand that the
industry has put forward something very similar, something that
they would like to see potentially in the farm bill. I have not seen
what they are suggesting, but I know they have been working on
a product.

Mr. COURTNEY. Right. Thank you, Mr. Chairman. I yield back.

The CHAIRMAN. I thank the gentleman. Before we move to our
side, the Ranking Member of the full Committee has slipped in. Do
you have any comments?

Mr. PETERSON. Yes, thank you, Mr. Chairman.

I guess what I would like to know, we made these significant
changes in the farm bill and the SRA. When are you going to have
solid information about how this actually sorted out? You probably
don’t have that yet, I assume.

Mr. MURPHY. No, no. We are already seeing some of the effects,
Congressman, especially in the area of agent compensation. This
has been a bit tricky for the companies who try to get through. We
are doing it new for the first time at cap and how it is imple-
mented. We are exceeding the cap, as no surprise for 2011, with
the way the commodity prices are going. We are seeing areas like
California, where commissions had dropped a good deal more than
we thought they would. The industry, the companies themselves
have expressed some concern here, so we are going to take a look
at that to try to even out the pain of reducing the A&O overall in
the program. Some of the companies are interested in having that
discussion.

On the underwriting gains side, all I have seen is some studies
that have been done on the new underwriting gain potential, un-
derwriting loss potential, and they have not been bad at all, espe-
cially with the prices we are seeing this year. Now we are getting
off to a bad start, and so I guess—I imagine that has the compa-
nies nervous. But it is probably going to be, I would say, November
or December before we have a good handle on what the impacts
would be on underwriting, gains or losses.

Mr. PETERSON. Okay. And then how about on the agent situa-
tion, the same timeframe?

Mr. MURPHY. Yes, we are already hearing the concerns from the
agents on it, and we are already talking to some agents. They are
coming up with some ideas. We are getting questions, can anything
be done since this is sort of locked in place? Basically, as long as
we don’t increase the costs, we do have some flexibility, all right,
but it would require all the companies to agree to make the change.
And those discussions will probably just get started within the next
couple months.

Mr. PETERSON. So you know, depending on when we actually
write the farm bill, but say it is next year, we will probably have
pretty good information?
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Mr. MurpPHY. Certainly on the A&O side, yes, the administrative
and operating expense side that would provide the companies, and
we will have some preliminary information on the underwriting
gain potential, underwriting loss potential as well.

Mr. PETERSON. Okay. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Peterson.

Mr. Austin Scott, of Georgia, for 5 minutes.

Mr. AUSTIN ScOTT of Georgia. Thank you, Mr. Chairman, and
Administrator Murphy, thank you for joining us today.

Thinking back to when I was a child, I can remember quite viv-
idly my grandfather, who was a producer, telling me that he
thought the insurance program was the most important thing that
the Federal Government did for the farmer, and was, quite hon-
estly, maybe the only thing that we would have to do for the farm-
er if we had it right. I also majored in risk management and insur-
ance at the University of Georgia, which is the best school on the
face of the Earth, I might add.

But my question gets back to this. One is I would say, and you
can check these numbers, while the average loss ratio is 83.7 per-
cent, the total loss ratio over 10 years is even a little better and
closer to 77 percent, is that——

Mr. MURPHY. Yes.

Mr. AUSTIN ScoTT of Georgia. So our total loss ratio is even a
little better than our average loss ratio, because of the years where
we got hit so hard. I also remember my grandfather talking about
people who had learned to game the insurance system, if you will,
and so as we work forward with this insurance program, I want to
make sure that we have the best program possible for the good
farmer. It gets back to something you have talked about a little bit
before and I would like you to expand on. Is somebody whose
claims ratio—and I know you have talked about it more from the
standpoint of a discount for consistently good producer

Mr. MURPHY. Right.

Mr. AUSTIN ScoTT of Georgia.—but virtually every insurance
product out there in America is risk-adjusted, based on the conduct
of the individual. And so, as we go forward with that, would you
talk with us about your ideas for having somebody who makes mul-
tiple claims versus somebody who is not making those claims,
someone whose loss ratios are out of line, if you will, consistently.
How do you intend to handle them paying more into the system,
the risk adjustment there?

Mr. MurpHY. Okay. Overall, first I will just say that from a
standpoint of integrity, it is actually imbedded in every function for
the program. It is critical that we continue to try to do the best we
can to combat fraud, waste, and abuse. We have some very ad-
vanced tools, data mining, which has been very successful, which
has helped us identify schemes going on. We have some very large
cases occurring right now with tobacco in North Carolina as a re-
sult of the findings of data mining. That is an important tool, so
that will help us, but you are absolutely right. When you get down
to the county level of this program, if somebody is abusing that
program, that county is paying for it. The neighbors are paying for
it. We rate on a crop county basis in this program, and so as a re-
sult, next to data mining, probably the most important tool that we
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have in identifying and fighting fraud are neighbors who do not
want to see their premiums go up because of something somebody
is doing.

We keep working more and more. We work very closely with FSA
on a spot-check list that we use to identify anomalies through data
mining. FSA spot-checks those through the year. That has been ex-
tremely effective. And so I think as long as we try to keep up with
the new schemes, because as you tighten things up, a certain group
of people will always look for ways to get money for doing little.
We will keep addressing that, going forward.

Mr. AUSTIN ScoOTT of Georgia. I think you are right, I mean, with
what you said. I think my FSA agents could probably predict for
you who was going to file the claim.

Mr. MURPHY. Who you need to watch.

Mr. AUSTIN ScOTT of Georgia. And so could the majority of the
farmers in the community. And so I guess I hope that we will work
towards an adjustment in that, and make sure that we are creating
the program that works for the good producer. And I understand
that a good producer is going to have some losses. That is just the
facts of life, but I just hope that you will keep moving down that
path and keep us informed. And I do, again, want to point out the
importance, I believe, in the private-public partnership here where
we are the insurer, but we have private agents out there actually
handling the insurance product.

Thank you, I yield back the rest of my time.

The CHAIRMAN. Thanks, Mr. Scott.

Mrs. Roby for 5 minutes.

Mrs. RoBY. Thank you, Mr. Chairman, and thank you, Mr. Mur-
phy, for being with us today.

Just to build upon what Mr. Scott was talking about, in prepara-
tion for this hearing we heard from our folks back home who
shared similar concerns, that we should be rewarding farmers for
good performance history with crop insurance, either through lower
premiums or increased coverage levels. More consideration needs to
be given to the individual experiences that would not disadvantage
good producers in a bad county experience situation.

I want to ask you a specific question about the group risk insur-
ance program. It was very, very popular throughout the South and
was used pretty heavily in Alabama. And the RMA stops the pro-
gram in many counties, due to insufficient data. So I want to know
is RMA currently exploring any avenues that would allow reintro-
duction of this program, or a similar program in areas that pre-
viously lost access to those products?

Mr. MurpPHY. Right. I think there is a two-part answer. One of
them is I think NASS is working harder with farm groups, real-
izing the importance of getting this data into NASS. So I think
there is an emphasis on growers of making sure that everybody in
the county reports to NASS the correct numbers.

The second thing we are doing is we are looking at our group
risk plan, as well as a few other changes to the actual production
history basis of the program. One of the things we will be looking
at is perhaps having area group plan participants provide their
yields every year, that way we would be able to use our own data
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instead of having to rely on NASS’s program alone. So we are look-
ing at that as a way to address that.

Another thing we could do is look at combining districts. That
gets a little tricky if you have a lot of changes in the geography
of the area, but that is another thing we can take a look at. But
we are very aware of that and we are looking at ways that we can
bring the program back into those counties, as well as expand into
other counties.

Mrs. RoBY. Good. Thank you for that.

I just want to make this as a comment. You can respond if you
want, but right now under the current rules, in some situations a
farmer is required to carry a failed crop to harvest, and you know,
this comes from our groups back home, so they spend more money
to actually harvest the crop than the crop is going to bring. I just
want to point that out, that that needs to be addressed. It is detri-
mental in some situations.

But I want to go back and—Ilet me see, I have a little bit more
time. You mentioned in your testimony that lenders now require
crop insurance coverage in order to make operating loans, and
many producers use collateral for loans. Can you tell us why crop
insurance has become so important to the producers in securing fi-
nancing?

Mr. MuURrPHY. I think it is because the grower knows up front
what his protection is going to be, and the banker knows up front
that the production is there. It is not only their knowledge of the
crop insurance, but bankers have become extremely knowledgeable
of the actual mechanics of the programs, and so they will suggest
certain types of products that they want the grower to purchase.

Another thing that they can do is that they can have the indem-
nity sent to the bank, or make the indemnity payable to both the
bank and the grower. Now the grower does not always like that,
but if it helps secure a loan, I think it is a good thing. So it has
just become something the bank can depend on. Now with the ad-
vance of revenue coverage as well as yield coverage, I mean, for a
grower to be able to go into a banker and say I am guaranteed to
make this much money per acre, that is pretty powerful source of
collateral for that bank. So I believe that is why it has become—
we don’t need Congress to take any action during the year. We
don’t need the Secretary to take action. The program just works,
and if a grower has a loss, he gets paid.

Mrs. RoBY. Thank you so much, Mr. Chairman. I yield back.

The CHAIRMAN. I thank the gentlelady.

Mr. Schilling for 5 minutes.

Mr. SCHILLING. Thank you, Mr. Chairman.

What I wanted to just address—thank you for coming out—dupli-
cation and overlapping of services, basically. One of the concerns
about the duplication of the acreage reporting, including the cost
of administering and the frustration that it causes our producers.
Given that many of the producers have multiple farms with dif-
fering acres and crop rotations on each farm, it seem the process
drastically increases the margin of error and creates twice as many
opportunities for the mistakes. Why can’t we just avoid—I think
you know where I am going with that.
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Mr. MuUrPHY. Yes, I understand your point exactly, sir, and I am
very pleased to tell you we are making progress in this area.
Through the Comprehensive Information Management System, the
CIMS Program, we are pulling together the acreage reporting dates
for both FSA and RMA. I think next year, spring crops 2012, will
see the first dates of that, and they will be in the northern tier of
t}ﬁe country. That has always been a source of angst to growers out
there.

We are working toward, through that same project, a single port
reporting. If the farmer wants to go to his FSA county office and
report, why can’t the agent download that information and use it
himself, and vice versa? If it is a rainy Thursday afternoon, why
can’t the grower sit and certify at home and have it sent to both
programs? That is the end goal of the CIMS project. Under Sec-
retary Scuse is the primary proponent of it in the Department, and
I am happy to say that we are moving very quickly toward that.

Mr. SCHILLING. Very good. And then just my last—have there
been any issues in reconciling a crop insurance reduction? We
talked a little bit about that, so I am going to pass on that. One
of the things I am a big proponent, like Mr. Scott had indicated,
is the public-private partnerships. I think those are huge. One of
the things in the Illinois 17th District where I am from, that is the
one thing I continue to hear from the farmer is leave our insurance
alone. But with that, I appreciate your time, sir.

Mr. MurpPHY. Thank you.

The CHAIRMAN. I thank the gentleman.

Mr. Crawford, from Arkansas, for 5 minutes.

Mr. CRAWFORD. Thank you, Mr. Chairman, and thank you, Mr.
Murphy, for being here.

Can you provide any insight into differences in participation
rates between crops and/or regions? For example, in 2010, accord-
ing to RMA data about 68 percent of rice, particularly in Arkansas,
acres were insured. By contrast, nearly all of Texas cotton acres
were ‘)insured. Are there unique concerns with certain crops or re-
gions?

Mr. MURPHY. Actually, there is indeed. I am happy to report that
we are seeing increases. One of the concerns we often get is be-
tween major program crops and specialty crops. We are at 83 per-
cent participation on the major program crops. We have come up
to 75 percent for specialty crops, so we are seeing progress there.

I think the introduction of the additional subsidy for enterprise
units has also been extremely helpful, especially in your area, for
both rice and cotton down there. It reduces the premium tremen-
dously. Growers have flocked to those programs and we are seeing
increases there. That alone is not going to solve it. We are seeing
probably Arkansas, Mississippi, Alabama, that area is where we
are seeing lower participation than other parts of the country. We
are actively working with commodity groups down there to try to
improve the programs. We are looking at the dates in the program
to make sure that they are the correct dates we should or should
not be using, such as planting dates, reporting dates, end of insur-
ance dates. We are taking a look at that. We are even getting into
the policies themselves. We have been having great meetings with
the rice growers and working at some additional coverage the grow-
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ers would like to see for downed rice, which results when hurri-
canes come through the area and they have to deal with the addi-
tional costs of harvest. Hopefully that is going to see some progress
in the next couple years. It has been very successful work between
us and the group down there.

So we are using multiple ways to do it. I think it is slowly com-
ing along, I just think we have to keep working with it. Program
integrity is another big issue. There have been issues with program
integrity in the past. Farmers have to be convinced that their pre-
mium dollars that they are paying out is going only to the legiti-
mate losses. Our compliance office is putting extra effort into that
area to show that.

So we are doing a number of things, going forward, and as we
get into the farm bill, I would be more than happy to work with
you and your staff in additional ways we could look at increasing
participation.

Mr. CRAWFORD. Excellent. I have just got half of my time left
here, so let me ask you this. Is that flooding that has resulted from
the Army Corps of Engineers breaching levies along the Mississippi
and Missouri Rivers an insurable cause of loss under the Federal
Crop Insurance Program?

Mr. MURPHY. Yes, it was, and there was some consternation at
the beginning when the Corps first had decided to intentionally
breach some of those levies. We worked with the Corps. They pro-
vided us with some information of what would happen if they did
not breach the levies where they did. Additional damage would
occur to crops downstream, uncontrolled damage where they
couldn’t tell us what additional damage would occur, especially in
the northern part, the Missouri levy. The water was actually top-
ping the plugs at the point that they blew them. If a levy is topped,
the integrity of that structure is compromised severely and will
probably fail anyway. As we moved further down along the Mis-
sissippi, the Corps was able to show that actually if they did not
breach those levies where they did, the potential for the levies
alongside with more intensive cropping, higher value cropping
would be compromised. We were able to make the determination
up and down the Mississippi River that they were insurable events.
The companies have been informed. They tell me that they are
n}lloving loss adjusters in now to start working with the growers
there.

Yes, we were able to address all those concerns.

Mr. CRAWFORD. Excellent. Okay. Real quick, back to rice. You
covered that pretty well, but I just want to ask, what is the current
participation rate of rice and buy-up coverage and levels of protec-
tion, and how does this participation rate compare to other major
crops like corn, soybeans, wheat, and cotton?

Mr. MurPHY. I don’t have that information right with me. I can
tell you it is lower than you see in the major crops. I will get that
to you, though.

[The information referred to is located on p. 35.]

Mr. CRAWFORD. Any ideas what we can do to increase that?

Mr. MURPHY. Again, I think it is working with the growers and
seeing how we can improve that program. I mean, it was the devel-
opment of revenue coverage that brought in the corn and soybean
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growers to the levels we have seen, so program improvements will
bring in growers, once they believe their risks are being addressed
by our programs. So I think it is a matter of just continuing to
work until we get it right.

Mr. CRAWFORD. Excellent. Thank you, Mr. Murphy. I appreciate
it, and I yield back.

The CHAIRMAN. I thank the gentleman.

Mr. Huelskamp, for 5 minutes.

Mr. HUELSKAMP. Thank you, Mr. Chairman. I appreciate your
appearance here today, Mr. Murphy, and I come from a fairly large
district, and doing town halls across the district, you learn not to
complain about certain things. You complain about water, in my
area it is a drought, and in the other end of the district it is flood-
ing. We had both of those. But here consistently is the important
piece, crop insurance and the product you produce and we will be
watching that very closely.

As one proponent noted, that given the situation, this is really
going to test the program and we are really going to have to per-
form like we never have before.

With that in mind, particularly with the—not only the currently
higher but much more volatile commodity prices, how does that im-
pact, in your mind, and how do you adjust for that and maintain
the solvency of a program with the type of changes we have seen
and are likely to see in the next 6 months.

Mr. MurPHY. Right. Actually, there is a lot of data available for
us to go back and stress test our rates against historic results of
the futures market, which we do. In 2008, I think we saw the big-
gest drop ever for the major commodities on the futures market
from the beginning of the year to the end of the year. We actually
ended up with a positive loss ratio nationwide, even though the
companies probably did a claim on just about every corn or soybean
policy out there that had revenue. And so we ended up with a posi-
tive price.

We continue to work with—have others review our actuarial rat-
ing methods, so we have outsiders look at what we are doing and
validate or suggest changes, which is done and we incorporate the
changes. It is a constant work in progress, and I am very happy
that it has been successful to date. With the commodity prices we
are seeing today, if a farmer goes ahead and forward contracts his
price, he has a massive risk and crop insurance is just necessary
to protect that grower in the event that the price is to drop or go
considerably higher.

Mr. HUELSKAMP. I appreciate that. How much room for margin
of error do you have? I mean, there are suggestions out there with
the current economic environment with items—whether it is in this
building or the Federal Reserve, that impact volatility. How much
margin of error—I mean, 2008 was a year, 2011 might be one for
the books as well.

Mr. MURrPHY. Yes, indeed. We take volatility into account when
doing the rating of the program. That is what—in 2008, that is
what led to such large premium bills for farmers. It wasn’t the
yield portion of the risk, it was the volatility factor associated with
the revenue portion of the risk that they saw. So I think we have
well-addressed the margin of error. Only experience will let us
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know, but like I said, we have a lot of data we can go back and
take a look at, and again, stress test the program, which we do.

Mr. HUELSKAMP. I appreciate that, and 2008 is a good year—an
appropriate year to talk about. I think 2011 might be one we talk
about for many years as well.

The second question would be—and I had looked through the ma-
terials closely and didn’t see this—but as far as taxpayer costs and
other programs, how does that vary across the crops, and is that
in the information you provided us?

Mr. MURPHY. We can provide more information on that. The tax-
payer costs of the program changes dramatically on the experience
that we have for that year. For the last 10 to 20 years, except for
a little blip in 2002, we have had positive loss ratios, so I think the
program is well worth the money. The subsidy—the premiums are
subsidized and average between 60 or 70 percent—60 and 65 per-
cent. So if we have $10 billion in premium this year, well the sub-
sidy is going to be up about $6 billion in the program. So the cost
goes along with the commodity prices as well. There are a lot of
variables in the program, the loss ratio, the losses that the compa-
nies pick up versus the government, so

Mr. HUELSKAMP. And the high cost over the last decade would
have been how much in what year?

Mr. MURPHY. As far as the total cost of the program? I would
have to pull that together for you. I can do that, the last 10 years.

[The information referred to is located on p. 35.]

Mr. HUELSKAMP. Okay, I appreciate that.

Thank you, Mr. Chairman. I yield back my time.

The CHAIRMAN. Thanks, Mr. Huelskamp.

Mr. Gibson, 5 minutes.

Mr. GiBSON. Thanks, Mr. Chairman, and I appreciate, Mr. Mur-
phy, you being here today.

I represent a district in upstate New York, and your agency en-
joys a good reputation up there for how quickly you process claims
and—so given the current climate, the natural disasters that have
hit across the country, including in my district, we have had flood-
ing along the Hudson River. It mentioned in your assessment
whether or not you will be able to keep up with the timeliness of
the pay-outs and is there something about that program that I
should carry back? I am about ready to meet with all my farmers;
I have a quarterly panel. So if you want to give me some assess-
ment as to how you think that is going to go, and if there are any
b}(:st practices that you think I should carry back, I would welcome
them.

Mr. MurpHY. Okay. Because of the nature of the losses we are
seeing this year, just about every part of the country is dealing
with something this year. I don’t think I have ever seen anything
like it, and I have been with the program for 30 years. A lot de-
pends on how the rest of the year goes, the total amount of claims
that will have to occur. I have talked to the companies. They feel
very confident that they have an adequately trained workforce.
They are moving people around the country, which they routinely
do to be able to address situations like this. I do believe we will
be able to make the 30 day turnaround required, once the insured
signs the claim to the payment of the claim. The companies have
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told me that they feel good about it, so I am confident going
through we will be able—the companies will be able to provide that
same level of service that growers have become accustomed to.

Mr. GiBSON. That is encouraging. Is there anything that in this
period that would be helpful for me to convey to the farmers in
terms of best practices?

Mr. MurpHY. If they have a loss, notify their company imme-
diately. That is probably the most important thing you could bring
back. You don’t want to get into a situation where the company is
notified late in the year and they don’t have the ability to look at
that crop. That becomes extremely problematic, so I would say stay
in touch with your company, stay in touch with your agent.

Mr. GiBSON. Thanks very much.

The second area I would like to cover is, like every place else
around the country, our dairy farmers and beef farmers, the beef
industry in the 20th, we are having issues with input costs. I am
curious to get your assessment as the ongoing activities in the Sen-
ate with regard to ethanol. Your assessment, how significantly that
would impact input costs?

Mr. MurpPHY. Okay. Again, that is a little bit out of my area of
expertise. I usually look toward economists for their advice on it,
and I will continue to do so. I am happy to report that we do have
programs for livestock that are gross margin. Basically you are in-
suring that margin between the price of the finished product and
the price of the input cost. It has been a slower uptake in cattle
than we have seen in dairy, but it is an excellent program for times
like these, so I would encourage growers to take a look at that, if
the(;lf are concerned about both input and future price for their com-
modity.

Mr. GiBSON. Thanks very much, Mr. Murphy, and I appreciate
your being here.

I yield back.

The CHAIRMAN. I thank the gentleman.

Mrs. Hartzler, for 5 minutes.

Mrs. HARTZLER. Thank you, Mr. Chairman. Thank you, Mr. Mur-
phy, and I would like to echo the comments that have already been
said here by my farmers. Your part of the farm bill is probably the
most popular part, and everyone, all of us—I am a farmer, too—
appreciate what you do.

I wanted to ask regarding the cost—of course, we are looking at
budget issues now. In Fiscal Year 2010, it says the crop insurance
costs were $4.7 billion. I just wondered, can you give me kind of
a rough breakdown of how much of that went to claims and how
much went to the administrative costs and operating costs?

Mr. MURPHY. Actually, we are a very small agency. We have less
than—we have about 500 employees overall, so when you are talk-
ing discretionary costs of the program, we are only talking $78 mil-
lion to $80 million being the overall cost of the program of discre-
tionary.

The major costs that we see in the program are the producer’s
subsidy that they get paid, the potential underwriting gains that
the companies can make on a good year, and then the administra-
tive and operating expense that we provide to the companies in
order to deliver the program. Crop insurance, unlike private prop-
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erty and casualty insurance, you don’t—the farmers don’t pay that
in their premium bill. We provide a separate payment to the com-
panies to deliver the program for it. In the negotiation of the
Standard Reinsurance Agreement, we actually reduced both the po-
tential underwriting gains for the companies, as well as the admin-
istrative and operating costs provided to the companies, so we are
certainly going to see a reduction. Probably the wildcard in the
whole thing is the premium subsidy, going forward. Like I said, as
we have seen these record commodity prices, that brings up the
producer premium subsidy payment.

Mrs. HARTZLER. But in Fiscal Year 2010, how much money for
those various things, or maybe you could get that to me later?

Mr. MURPHY. I can provide that to you on a year basis. I will
break it out for 2010 and get that up to your office.

The information referred to is located on p. 36.]

Mrs. HARTZLER. Yes, that would be fine.

Another question, we have about an 80 percent crop insurance
participation, right, on your major crops, and Fiscal Year 2009,
about §79 billion worth of crops were insured, but yet, the overall
value of crops in the U.S. that year was $169 billion. So in other
words, about 53 percent of the value of crop production was actu-
ally insured. So how does that reconcile that 80 percent participa-
tion rate, and given the price volatility and extreme weather, does
that concern you?

Mr. MURPHY. Yes, it always concerns me. There are quite a few
crops we haven’t reached yet. That is a priority with the Agency,
to figure out how we can expand coverage to the remaining crops
out there. Another thing to keep in mind is that our yield guaran-
tees are based on a 10 year average, all right, so that basically
makes the APH guarantee lower than expectations. If you have
seen some of the modeling on how yields have been increasing, es-
pecially over the last 10 years, so you are going to see a lag with
the guarantee compared to what expectations of the crops are
today. I think that adds a lot to it.

Mrs. HARTZLER. Definitely, that is true. Your testimony states
there is only $20 million available annually to cover administrative
and operating costs and premium subsidy costs for the pilot live-
stock insurance plans, so can you tell me a little bit about that?
Are there pilot livestock insurance plans generally available, are
they limited geographically now? How are they—given the finite re-
sources, are they based on a first come, first served principle to
sign up? How much would livestock insurance plans cost the gov-
ernment if it was widely available, given its popularity? Three
questions there.

Mr. MuUrpPHY. Well, I think there are a couple issues available
here. I wouldn’t look at livestock programs that we have, such as
the revenue programs and the dairy program being the only—we
have a pasture range land forage program out there now, that is
widely available. We are expanding it as we have the funding to
do so. That is something I think livestock folks generally partici-
pate in. A lot of livestock farmers also grow corn, alfalfa, soybeans.
They can insure those.

We only got the authority to actually start insuring livestock in
the ARPA Act in 2000, so it has been a slow ramp-up. I think Con-



30

gress wanted to limit how much we wrote until they could see the
experience of the programs. I think that impacts—that is why they
limited it to $20 million. That is something I think I would be very
interested in discussing with the Committee as we get into the
farm bill, taking a look at that and seeing if that is realistic any-
more.

I think cattle guys have been slow to come into the program
overall. Cattle folks are very independent, as I am sure you are
aware, if you work with cattle guys out there. It is a different
breed. I think that is maybe a barrier as well.

Mrs. HARTZLER. Okay. Thank you very much.

Thank you, Mr. Chairman.

The CHAIRMAN. Thanks, Mrs. Hartzler.

Mrs. Schmidt, 5 minutes.

Mrs. SCHMIDT. Thank you, Mr. Chairman, and thank you, Mr.
Murphy, for coming today.

In the last few years of higher commodity prices, and given the
flooding and drought across the country this year, including the
flooding in my own district, how do you ensure that farmers claims
are adjusted, processed, and reviewed in a timely manner, and are
there ways to speed up that process?

Mr. MUrPHY. Well, the companies themselves who reentered into
the reinsurance agreement, they are responsible for that part of the
program. They keep a core of well-trained individuals in claims ad-
justing on board. When we have a year like this, they bring others
in the community who have worked in the past on loss adjustment,
have been farmers themselves or farm managers. They bring them
on to help to bring their numbers up, and they get it done. Rarely
do I hear, even in 2008, do I hear concerns that it has taken too
long to get a claim paid.

There are some concerns that the audits that have to go on in
some of these claims, that has been voiced in the past. What I do
to address that is I do what I can to inform farmers that this whole
program is predicated on you having records to support your yields.
Please make sure you have those together, and that way the audit
will go quicker in the event that the grower is chosen.

So I think overall the industry is well geared up to address these
challenges across the nation. I think things will go smoothly, as
they have in the past.

Mrs. SCHMIDT. Thank you. Along the same lines, I understand
that risk sharing between the USDA and the private insurance
companies is spelled out in the Standard Reinsurance Agreement.
However, can you please give a general explanation of the risks
borne by the government and those borne by the insurance compa-
nies, and do you think the current arrangement is an appropriate
balance of risk sharing?

Mr. MURPHY. Yes, I can do my best. We take a look at, of course,
the lower the loss ratio of the year, the lower the claims, the more
the companies assume the risks; the higher it gets, the more the
government assumes the risks. That is why the government is in-
volved in this program. If there wasn’t a need, we would not be
here. The industry would be able to handle the problem. They are
concerned that such a systemic loss would occur in the Midwest
and the high plains that they would not be able to address it, that
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is why we are here. So that is where we put the majority of our
protection on the higher levels, once you get above $1.20 loss ratio
where we are paying $1.20 for every dollar we get in.

What we have seen over the last 10 years, the companies have
been picking up most of those losses because it has been very good
loss ratios nationwide. It is a very complex formula in the program,
but I think generally as the higher the loss ratio is, the more the
government assumes, the more risk the government assumes.

I think it is also important that the private reinsurance market
worldwide participates in this program by taking some of that re-
sidual risk after it passes through the SRA, so we actually have
1s;ome of that being sent off into the worldwide international mar-

et.

Mrs. ScHMIDT. Thank you. For several crops, while a large per-
centage of planted acres are insured, they are insured at a min-
imum CAT or buy-up coverage levels. Cotton and rice are good ex-
amples of this. What can be done to increase coverage for these
crops?

Mr. MURrPHY. Yes. I think, especially if you look at geographical
areas, that is where you see the lower amount of coverage. Rice
growers, especially in the central South, they have wells to get
their water so they are always going to be able to get water. It is
a perception of risk. Their big concern is hurricane or disease that
comes through, and how often that occurs? It is all in perception
of risk. I think it is just continuing working with the growers, that
is what we can do? We have not always had high participation in
corn, soybeans and wheat. It is only by making changes to the pro-
gram, ensuring that the program addresses their risks that they
have to deal with that we have seen the participation increase. I
think it is the same with these other crops. It is just constantly
working with them.

Mrs. ScHMIDT. Thank you, and one final—and this is more a per-
sonal view. Some of the critics back home that are fiscal hawks
think that all of this is nonsense and it is not needed. How would
you address that?

Mr. MURPHY. I think this year is an excellent example of how im-
portant the farm safety net is to farmers out there. Food security
is a priority with this country. I would say all these programs are
extremely important.

Now, I agree the cost of government has gotten high. I think ev-
erybody does. We are looking for ways to become efficient and ways
to reduce the costs to taxpayers, but the farm safety net is critical.
I would hate to be put in a position where we do not have these
programs available, and there would be widespread losses across
the country.

Mrs. SCHMIDT. Excellent answer, thank you.

The CHAIRMAN. I thank the gentlelady.

Mr. Murphy, on the statutory loss ratio is one, I guess, which
would mean we lose a dollar for every dollar of a premium we put
in. Right now, it comes to average 83¢ on every dollar. If we push
that 83¢ up to a dollar, do you think that would increase—would
that have an impact on participation, getting other people into the
program by lowering the costs?

Mr. MURPHY. You mean if you get——
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The CHAIRMAN. Lower the premium down to that 83¢——

Mr. MURPHY. Yes, I think once you get under—our target loss
ratio now over time is $1. Once you start getting below that as
your target, it starts getting very complex.

The CHAIRMAN. How do you push it up? How do you get to that
dollar?

Mr. MURPHY. You—there are a number of different ways, partici-
pation, working with the rate itself. Now, we also have a reserve
in there, okay, because the law requires we keep a reserve. So even
though the 83¢ is there, that means we have a 20¢ reserve for fu-
ture years.

The CHAIRMAN. Well, let me ask if the—I get that, because you
are going to have a year like 2 years ago when it was $1.40. If your
loss ratio was closer to the dollar, would you have greater partici-
pation in the program because the premiums would be lower?

Mr. MURPHY. Yes, I think generally you can say that.

The CHAIRMAN. OKkay.

Mr. MuUrPHY. But again, you have to look at the length of time
you are looking at to do that analysis. When we do rate making,
we actually use about 30 to 35 years of data.

The CHAIRMAN. Okay. The reserve is pegged at what?

Mr. MURPHY. The reserve is just required by statute that we
have so much money——

The CHAIRMAN. How much? Is that per——

Mr. MURPHY. It doesn’t actually say in the law. We try to stay
around 10 to 20 percent.

The CHAIRMAN. Of premium?

Mr. MURPHY. Of premium reserve in there, yes. That means you
want to be around 90¢ loss ratio. Once you start getting up above
90¢, then we would be concerned that we had the correct——

The CHAIRMAN. All right. You never ever hardly hear about ac-
tual production histories, I bet. What are you doing to try to—given
how long it takes those to move and the impact it has, and contin-
ued droughts in our part of the world, pushing those down. What
is on the table?

Mr. MurpHY. Okay. We are doing a number of different things.
We are taking a look at the rating itself, and how we weight the
years. Like I said, we use 30 years of data to rate the program.
There has been a big issue we have had, especially with soybean
and corn growers, is how you rate those individual years. I think
we all now are on the same page, and that is probably the most
recent years need to be weighted more than the earlier years. We
are working in that direction. We are trying to adjust the yield
drag on individual yields. If I am a corn grower in Illinois, 10 years
ago my yield and my APH, is that really relative to what the expec-
tations are this year? We have movement going on in that, and
hopefully growers will see some of that progress in 2012.

So we are doing things like that to try to address it. We are also
working with growers, manufacturers, how we can incorporate
some of this GPS technology to improve some of the efficiencies in
the program. For instance, as a farmer is planting, why can’t that
information not be sent directly to the agent and start populating
the acreage database? As I am harvesting and I have a loss, why
can’t that data start populating a claims form for me? So it is look-
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ing at efficiencies like that in the program to make it more—a bet-
ter product for farmers out there.

The CHAIRMAN. This may sound a little self-serving. Earlier Mr.
Scott made some unfounded specious comments about some small
university in Georgia. Tarleton State has the data mining program.
Do you know off the top of your head what that value gets pushed
back to the taxpayers as a result of that work?

Mr. MurPHY. Sure. We are looking at cost avoidance, since the
inception, to now of about $840 million.

The CHAIRMAN. Versus the cost of——

Mr. MURPHY. Probably—we are $4 million a year, probably $40
million at the most.

The CHAIRMAN. Okay. I guess the point being that as we move
into these austerity programs, I am hopeful that programs that ac-
tually—I don’t want to say make money—you say cost avoidance.

Mr. MURPHY. Exactly.

The CHAIRMAN. Exactly. Most of the folks out there want to do
it right, and there are a few that don’t. And so as you—as we trim
your budget, so to speak, I am hopeful that the data mining issue
is one that we see value in. It won’t score that way necessarily, be-
cause of the way our complex rules work, but that data mining pro-
gram, wherever it is, is fully exploited, not only in this part of the
farm bill, but I suspect there is some applications in food stamps
or SNAP and other programs in which that data mining concept
could be used and exploited.

Mr. MURPHY. Yes, indeed.

The CHAIRMAN. Mr. Boswell, do you have any further questions?

Mr. BoswELL. No further questions.

The CHAIRMAN. Mr. Murphy, thank you. This is one of those rare
circumstances where we actually got the entire hearing done in a
reasonable time, in spite of a vote. I have some official words to
read here somewhere.

All right. Before we go on, I want to ask the Ranking Member
if he wanted to say anything. Under the rules of the Committee,
the record of today’s hearing will remain open for 10 calendar days
to receive additional materials, supplementary written responses, a
couple of questions that were asked, from the witness to the ques-
tions posed by a Member.

This hearing on the Subcommittee on General Farm Commod-
ities and Risk Management is adjourned.

[Whereupon, at 11:38 a.m., the Subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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SUPPLEMENTARY MATERIAL SUBMITTED BY WILLIAM J. MURPHY, ADMINISTRATOR,
RiSK MANAGEMENT AGENCY, U.S. DEPARTMENT OF AGRICULTURE

During the June 24, 2011 hearing entitled, Agricultural Program Audit: Examina-
tion of Crop Insurance Programs, requests for information were made to William J.
Murphy. The following are the information submissions for the record.

Insert 1

Mr. CRAWFORD. Excellent. Okay. Real quick, back to rice. You covered that
pretty well, but I just want to ask, what is the current participation rate of rice
and buy-up coverage and levels of protection, and how does this participation
rate compare to other major crops like corn, soybeans, wheat, and cotton?

Mr. MurPHY. I don’t have that information right with me. I can tell you it
is lower than you see in the major crops. I will get that to you, though.

For information on program participation by crop, see spreadsheet entitled, Larg-
est Crops Insured by Federal Crop Insurance, Reinsurance Year 2010, follows.

Largest Crops Insured by Federal Crop Insurance, Reinsurance Year 2010

Share Share Share
Crop Liablilty of Li- Premium of Pre- Subsidy of Sub-
ability mium sidy
Corn $31,673,245,782 41% $2,854,569,648 38% $1,748,845,970 37%
Soybeans $17,968,268,248 23% $1,746,840,208 23% $1,068,744,370 23%
Wheat $6,426,634,955 8% $1,123,672,475 15% $685,193,684 15%
Cotton $2,986,974,144 4% $488,627,636 6% $319,399,594 T%
Nursery $2,310,476,269 3% $49,806,802 1% $40,080,416 1%
Citrus $2,053,384,518 3% $64,728,939 1% $44,317,648 1%
Rice $1,226,342,119 2% $69,298,862 1% $50,108,540 1%
Grapes $1,049,323,716 1% $46,628,400 1% $33,311,279 1%
Potatoes $962,357,453 1% $81,774,552 1% $54,825,864 1%
Other $10,949,219,926 14% $1,066,169,977 14% $663,500,752 14%
Total All Crops $77,606,227,130 $7,592,117,499 $4,708,328,117

Insert 2

Mr. HUELSKAMP. I appreciate that, and 2008 is a good year—an appropriate
year to talk about. I think 2011 might be one we talk about for many years as
well.

The second question would be—and I had looked through the materials close-
ly and didn’t see this—but as far as taxpayer costs and other programs, how
does that vary across the crops, and is that in the information you provided us?

Mr. MurPHY. We can provide more information on that. The taxpayer costs
of the program changes dramatically on the experience that we have for that
year. For the last 10 to 20 years, except for a little blip in 2002, we have had
positive loss ratios, so I think the program is well worth the money. The sub-
sidy—the premiums are subsidized and average between 60 or 70 percent—60
and 65 percent. So if we have $10 billion in premium this year, well the subsidy
is going to be up about $6 billion in the program. So the cost goes along with
the commodity prices as well. There are a lot of variables in the program, the
loss ratio, the losses that the companies pick up versus the government, so

Mr. HUELSKAMP. And the high cost over the last decade would have been how
much in what year?

Mr. MurPHY. As far as the total cost of the program? I would have to pull
that together for you. I can do that, the last 10 years.

See worksheet “Program Expenditures Table” that follows. As regards program
costs by crop, in general those would be roughly proportionate to their share of pro-
gram liability/premium/subsidy, as provided in the worksheet “Largest Crops
Table.” It is otherwise difficult number to obtain as only premium subsidy is cal-
culated and directly available on a by-crop basis. We do not directly calculate A&O
by crop. Underwriting gains/losses are based solely on a state’s underwriting per-
formance, not on that of any individual crop.
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Other Program Expenditures, Fiscal Years 2001 to 2010

Fiscal Year RMA A&O Al}ﬁﬁiﬁiggsIA Interest & Other *
(Million Dollars)
2001 $65.60 $43.78 $0.00
2002 $73.73 $40.68 $0.95
2003 $70.22 $48.61 $0.00
2004 $70.99 $46.22 $35.59
2005 $70.48 $45.23 $0.00
2006 $75.94 $37.51 $0.00
2007 $75.44 $39.61 $0.00
2008 $75.17 $47.79 $0.00
2009 $76.83 $53.37 $0.00
2010 $79.99 $53.05 $0.00
2011 ** $78.84 $68.50 $0.00

*Related to the dissolution of American Growers Insurance Company.
** Estimated.

Insert 3

Mrs. HARTZLER. Thank you, Mr. Chairman. Thank you, Mr. Murphy, and I
would like to echo the comments that have already been said here by my farm-
ers. Your part of the farm bill is probably the most popular part, and everyone,
all of us—I am a farmer, too—appreciate what you do.

I wanted to ask regarding the cost—of course, we are looking at budget issues
now. In Fiscal Year 2010, it says the crop insurance costs were $4.7 billion. I
just wondered, can you give me kind of a rough breakdown of how much of that
Went?to claims and how much went to the administrative costs and operating
costs?

Mr. MURPHY. Actually, we are a very small agency. We have less than—we
have about 500 employees overall, so when you are talking discretionary costs
of the program, we are only talking $78 million to $80 million being the overall
cost of the program of discretionary.

The major costs that we see in the program are the producer’s subsidy that
they get paid, the potential underwriting gains that the companies can make
on a good year, and then the administrative and operating expense that we pro-
vide to the companies in order to deliver the program. Crop insurance, unlike
private property and casualty insurance, you don’t—the farmers don’t pay that
in their premium bill. We provide a separate payment to the companies to de-
liver the program for it. In the negotiation of the Standard Reinsurance Agree-
ment, we actually reduced both the potential underwriting gains for the compa-
nies, as well as the administrative and operating costs provided to the compa-
nies, so we are certainly going to see a reduction. Probably the wildcard in the
whole thing is the premium subsidy, going forward. Like I said, as we have seen
these record commodity prices, that brings up the producer premium subsidy
payment.

Mrs. HARTZLER. But in Fiscal Year 2010, how much money for those various
things, or maybe you could get that to me later?

Mr. MURPHY. I can provide that to you on a year basis. I will break it out
for 2010 and get that up to your office.

See worksheet Program Expenditure table.

Federal Crop Insurance Program Expenditures, Reinsurance Years 2001 to 2010

. . . Pé%g; earr_n Company Cost of
Reins. Year A&O+LAE Paid | Premium | Cost Share | Premium writing Share of Crop

to AlPs Subsidy Subsidy Discount Gain or Gains & Insurance

Loss * Losses Program

(Million Dollars)

2001 $635.87 | $1,781.22 $0.42 $2.81 —$10.99 $346.00 | $2,755.33
2002 $625.89 | $1,737.94 $0.38 $0.00 $1,150.42 —$47.31 | $3,467.33
2003 $733.66 | $2,044.94 $0.37 $0.00 —$174.68 $377.85 | $2,982.15
2004 $889.42 | $2,472.26 $4.22 $0.00 —$893.62 $689.43 | $3,161.71
2005 $829.25 | $2,334.66 $4.11 $0.00 | —$1,604.41 $914.97 | $2,478.58
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Federal Crop Insurance Program Expenditures, Reinsurance Years 2001 to 2010—

Continued
. . . Pé?l%r ;I_n Company Cost of
Reins. Year A&O+LAE Paid | Premium | Cost Share | Premium writing Share of Crop

to AlPs Subsidy Subsidy Discount Gain or Gains & Insurance

Loss * Losses Program
2006 $958.58 | $2,779.01 $0.00 $0.00 | —$1,167.48 $818.85 | $3,388.95
2007 $1,332.53 | $3,812.23 $0.00 $0.00 | —$3,082.33 $1,572.47 | $3,634.89
2008 $2,009.25 | $5,678.56 $0.00 $0.00 | —$1,112.57 $1,095.14 | $7,670.38
2009 $1,618.51 | $5,424.16 $0.00 $0.00 | —$3,732.14 $2,297.77 | $5,608.30
2010* $1,367.74 | $4,708.61 $0.00 $0.00 | —$3,409.89 $1,930.38 | $4,596.84

Reinsurance Year = July 1 to June 30 of following year.
*Negative number = program underwriting gain, positive number = program underwriting loss.

HoustE COMMITTEE ON AGRICULTURE FARM BILL AUDIT QUESTIONNAIRE

1. Program Name

The Federal crop insurance program is managed by the Risk Management Agency
(RMA) which is under the Farm and Foreign Agricultural Services mission area of
the United States Department of Agriculture.

2. Subprograms/Department Initiatives
None.

3. Brief History

FCIC was created in 1938, under the Federal Crop Insurance Act (Act), to carry
out the crop insurance program to help agriculture recover from the combined ef-
fects of the Great Depression and the Dust Bowl. The program was started as an
experiment and was delivered by the FCIC until 1980. During the formative years
of the program, participation was low and crop insurance activities were limited to
major crops in the main producing areas.

The crop insurance program continued to evolve and the Federal Crop Insurance
Act of 1980 expanded the program and introduced the public-private partnership
whereby private insurance companies would sell and service Federal crop insurance
policies reinsured by FCIC. To encourage participation in the expanded crop insur-
ance program, the Act authorized a premium subsidy be paid on behalf of insured
producers. In 1994 the Federal Crop Insurance Reform Act of 1994 was enacted,
which introduced the catastrophic risk protection (CAT) level coverage. Producers
did not pay a premium for CAT coverage and instead paid a small per crop, per
county administrative fee. The Federal Crop Insurance Reform Act of 1994 intro-
duced the concept of linkage within the program. Linkage required a producer to
purchase crop insurance at least the CAT level of coverage in order to qualify for
the benefits of another farm safety net program in an effort to increase participation
and eliminate the need for competing ad hoc disaster programs. The linkage re-
quirement was eliminated after 2 years, though there have since been numerous
“linkage” requirements for disaster assistance or other farm safety net programs.
The Federal Crop Insurance Reform Act of 1994 also introduced higher subsidy
rates for “buy-up” coverage (insurance coverage above the CAT level for which pro-
ducers pay some portion of the premium), as well as providing authority for revenue
insurance products. Further, the Federal Crop Insurance Reform Act of 1994 ex-
panded the role of the private sector, allowing entities to participate in research and
development of new insurance products and features. A process was also created to
allow private entities to submit unsolicited proposals for insurance products to the
FCIC Board of Directors (Board) for approval. This allowed the introduction of the
first revenue products.

In 1996, the Risk Management Agency (RMA) was created to administer FCIC
programs and other non-insurance-related risk management and education pro-
grams that help support U.S. Agriculture. In 2000, Congress enacted legislation that
allowed private entities to be eligible for reimbursement of research, development
and operating costs for their private submitted products approved by the Board.
This legislation also removed restrictions on the development of insurance products
for livestock; provided authority for the FCIC Board to create an expert review
panel to assist the Board in evaluating new insurance products for feasibility and
actuarial soundness; and significantly increased premium subsidies, by more than
50 percent, to encourage producers to purchase higher insurance coverage levels,
and to make the insurance program more attractive to prospective producers.
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4. Purpose/Goals

Federal crop insurance serves America’s agricultural producers through effective,
market-based risk management tools and solutions to strengthen the economic sta-
bility of agricultural producers and rural communities and provides world class agri-
cultural risk management products, tools, education, and outreach.

5. Success in Meeting Programmatic Purpose/Goals

In the 2010 crop year, Federal crop insurance was available for approximately 350
commodities, in over 3,141 counties, covering all 50 states and Puerto Rico. Insured
acreage in the program exceeded 256 million acres. As the amount of insured acre-
age has increased, so too has the liability, or value of the insurance in force. In 1994
program liability was less than $14 billion. Industry estimates suggest that for 2011
program liability could exceed $100 billion. Of special significance is the level of par-
ticipation in specialty crops programs. Seventy-five percent of producers are partici-
pating, which compares well to the 83 percent participation levels for the major pro-
gram crops. Important fruit, nut and vegetable states like California (71%), Florida
(91%), and Washington (68%) each score well in Federal crop insurance program
participation.

Many banks now require or at least encourage crop insurance coverage in order
to make operating loans to producers. Federal crop insurance has become a fact of
life for many farmers—without which American farmers would find it difficult to
continue providing America and the world with an abundant supply of food, fiber
and fuel. The crop insurance program has seen sustained growth as demonstrated
by the increasing proportion of acres insured at buy up coverage levels over the last
decade to a record-high of 90 percent.

The type of coverage being purchased is also shifting to the more comprehensive
revenue coverage. In 2010, revenue coverage accounted for 65 percent of the insured
acres, compared to just 33 percent in 2000. In addition, the average coverage level
(percent of the total crop covered) for buy up insurance has increased to approxi-
mately 73 percent for 2010, compared to 68 percent in 2000. Improvements to the
program have been accomplished in an actuarially sound manner. Over the last 2
decades, premiums (producer premiums added to premium subsidies) have been suf-
ficient to cover the indemnities paid to producers plus a reasonable reserve. For ex-
ample, the program’s loss ratio from 1994 through 2010 has averaged about 0.82.
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8. Annual Delivery Cost (FY 2002-FY 2011)

See [following tables/ from Explanatory Notes provided to the Congress in recent
years as part of the President’s annual budget proposal. The pages provided display
information on program costs including costs associated with program delivery. Note
that in each case, the earliest fiscal year shown is an actual amount and the other
2 years are estimates.

Explanatory Notes, President’s Budget Proposal for RMA (FY 2009), p. 22-25

Risk Management Agency
Full Cost By Strategic Objective

Strategic Objective 2.3: Provide Risk Management and Financial Tools to Farmers and Ranchers

Risk Management Agency
Full Cost By Strategic Objective

FY 2007 FY 2008 FY 2009
($000) ($000) ($000)
Program Program Items
Federal Crop Insurance Corporation Fund
Research and Development Program $40,000 $40,000 $40,000
Pilot Programs $21,000 $21,000 $21,000
Policy Consideration and Implementation $3,500 $3,500 $3,500
Premium Program $2,727,720 $3,846,559  $4,100,446
A&O Expenses/Delivery Expenses $1,110,750 $1,479,566  $1,471,876
Risk Management Assistance Program $5,000 $5,000 $5,000
Excess Crop Losses $466,286  ($1,250,534) $936,123
Total $4,374,256 $4,145,091  $6,577,945
Administrative and Operating Expenses
Administrative Costs (direct) $58,369 $62,332 $63,461
Information Technology 17,075 13,716 13,716
Total $75,444 $76,048 $77,177
Performance measure: Increase the normalized value of
FCIC risk protection coverage provided through FCIC spon-
sored insurance (in billions)
Performance target: $50.7 $53.7 $54.8
Unit Cost: N/A N/A N/A
Total Program $4,449,700 $4,221,139  $6,655,122
Total FTEs 488 553 553

Explanatory Notes, President’s Budget Proposal for RMA (FY 2010), p. 19-22

Strategic Objective 2.3: Provide Risk Management and Financial Tools to Farmers and Ranchers

FY 2008 FY 2009 FY 2010
($000) ($000) ($000)
Program Program Items
Federal Crop Insurance Corporation Fund
Agricultural Risk Protection Act Initiatives $42,791 $68,500 $68,500
Premium Program $4,377,350  $6,892,983 $8,837,530
A&O Expenses/Delivery Expenses $1,994,615  $1,621,679 $1,545,767
Risk Management Assistance Program $5,000 $6,000 $6,000
Excess Crop Losses $1,577,759 $967,415 $914,732
Total $7,997,515  $9,556,577  $11,372,529
Administrative and Operating Expenses
Administrative Costs (direct) $61,863 $63,606 $66,754
Information Technology $13,303 $13,571 $13,571
Total $75,166 $77,177 $80,325
Performance measure: Increase the normalized value of
FCIC risk protection coverage provided through FCIC spon-
sored insurance (in billions)
Performance target: $53.7 $54.8 $50.7
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FY 2008 FY 2009 FY 2010
($000) ($000) ($000)
Unit Cost: N/A N/A N/A
Total Program $8,072,681  $9,633,754  $11,452,854
Total FTEs 480 553 568

Explanatory Notes, President’s Budget Proposal for RMA (FY 2011), p. 23-24
Risk Management Agency
Full Cost By Strategic Objective

Department Strategic Goal: USDA will assist rural communities to create prosperity so they are self sus-
taining and economically thriving.

FY 2009 FY 2010 FY 2011

Amount Amount Amount
($000) ($000) ($000)
Program Program Items
Federal Crop Insurance Corporation Fund
Agricultural Risk Protection Act Initiatives $47,371 $68,500 $68,500
Premium Program $8,416,173 $7,669,250 $9,040,243
A&O Expenses/Delivery Expenses $1,601,807 $1,567,145 $1,683,633
Risk Management Assistance Program $6,000 $6,000 $6,000
Excess Crop Losses $1,962,597 $1,167,759 $1,204,771
Projected Savings from Negotiations of SRA — — —$782,000
Total Costs $12,033,948  $10,478,654  $11,221,147
Administrative and Operating Expenses
Administrative Costs (direct) $63,606 $66,754 $67,493
Information Technology $13,571 $13,571 $15,571
Total Costs $77,177 $80,325 $83,064
FTEs 481 568 568
Performance measure: Increase the normalized value of
FCIC risk protection coverage provided through FCIC
sponsored insurance (in billions)
BY Performance $53.7 $54.8 $50.7
Cost per measure (unit cost) N/A N/A N/A

Total for Department Strategic Goal 1

Total Costs for Department Strategic Goal $12,111,125 $10,558,979  $11,304,211
FTEs 481 568 568
Explanatory Notes, President’s Budget Proposal for RMA (FY 2012), p. 23-24
Risk Management Agency
Full Cost By Department Strategic Goal

Department Strategic Goal: Assist Rural Communities to Create Prosperity so They Are Self-Sus-
taining, Repopulating, and Economically Thriving.

FY 2010 FY 2011 FY 2012

Program Program Items
Federal Crop Insurance Corporation Fund (FCIC)

Premium Subsidy $4,089,811 $4,600,900 $3,082,875
Delivery Expenses $1,567,145 $1,325,000 —
Underwriting Gains $1,167,759 $999,496 —
Federal Crop Insurance Act Initiatives $74,500 $68,500 $59,500
Other Authority Withdrawn ($2,352,096) — —
Total Costs $4,547,119  $6,993,896  $3,142,375

Administrative and Operating Expenses
Administrative Costs (direct) $66,045 $66,045 $66,045
Information Technology $14,280 $14,280 $16,280
Total Costs $80,325 $80,325 $82,325

FTEs 501 568 568
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FY 2010 FY 2011 FY 2012

Performance Measure: The normalized value of:

BY Performance Dollars Dollars Dollars
Cost per measure (unit cost) $51.9 $52.4 $52.9

Total for Strategic Goal

Total Costs for Priority (program, direct, indirect) $4,627,444 $7,074,221 $3,224,700

FTEs 501 568 568
9. Eligibility Criteria

In general, anyone producing a crop or livestock for which premium rates have
been published in the counties actuarial documents is eligible to purchase crop in-
surance. Basic requirements such as legal competency and being of legal majority
apply. The person purchasing crop insurance must also have an insurable interest
in the crop and must provide the required identification number and other required
data to the agent from whom the policy was purchased.

Any farmer or rancher can become ineligible to participate in the program. Cir-
cumstances that may cause a person to become ineligible include having a delin-
quent debt, such as unpaid premium or failure to timely repay an indemnity that
was overpaid. That person again becomes eligible when the debt is resolved. Persons
who are disqualified, suspended, or debarred under the Act and applicable regula-
tion, are ineligible for crop insurance for the period of disqualification, suspension
or debarment. Any person who is convicted of violating the controlled substance pro-
visions of the Food Security Act of 1985, as amended, is ineligible for crop insurance
from the beginning of the crop year of conviction and the 4 subsequent consecutive
crop years.

There are no carve-outs in the Federal crop insurance program.
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11. Duplication or Overlap with Other Programs

The public-private partnership between RMA and private crop insurance compa-
nies for the delivery of subsidized crop insurance is unique. The Federal crop insur-
ance program is different from disaster funding because farmers are contributing to
the costs of the program through the payment of premium for an actuarially sound
program.

12. Waste, Fraud and Abuse

Waste—The crop insurance program is currently reporting a 4.7 percent average
error rate in accordance with the Improper Payments Information Act. This rate is
consistent with the program’s historically reported error rates of between four to six
percent. While the goal is to continue to reduce crop insurance program errors, the
closely related private Property and Casualty lines of insurance typically report
error rates of all types, intentional and unintentional, between 15 and 20 percent.
RMA recently renegotiated the Standard Reinsurance Agreement (SRA) to include
targeted quality control reviews to assist in identifying and correcting individual
and program errors. RMA also is completing an Information Technology Moderniza-
tion project that has new built in internal controls and checks of data to identify
and correct data errors before indemnities are paid. Advances in technology will con-
tinue to provide opportunities to improve the way we assign insurance guarantees
and assess loss events that will continue to improve RMA’s ability to limit program
errors.

Fraud and Abuse—RMA is in its eleventh year of conducting annual spot checks
of producers identified through Congressionally authorized data mining as being
anomalous when compared to their neighbors. Once identified, these producers are
notified that they will be checked during the year by the Farm Service Agency
(FSA). RMA has documented that this effort reverses the observed anomalous be-
havior resulting in a reduction of expected indemnity payments of almost $840 mil-
lion to date. The 2011 SRA includes an expansion of this effort to include checks
of an additional tier of producers by their insurance company.

RMA also dedicates significant resources to assisting USDA’s Office of Inspector
General (OIG) in investigating and prosecuting criminal program violations and im-
posing administrative sanctions when indicated. Although RMA continues to believe
the percentage of producers engaged in criminal behavior is relatively small, these
producers create a negative impression of the program with the public and as such
RMA believes the aggressive identification and prosecution of those who abuse the
program is essential to maintaining program integrity. Currently, RMA is assisting
OIG and the Department of Justice with identifying violations in the tobacco insur-
ance program that includes criminal activity by a significant number of producers,
agents, and loss adjusters across several states. The termination of the tobacco
quota program created vulnerabilities in the tobacco marketing system that left the
insurance program exposed to abuse. RMA is working to correct these
vulnerabilities, while identifying those who have taken advantage of them in the in-
terim and prosecuting and sanctioning those persons to the fullest extent of the law.

13. Effect of Administrative PAYGO

In 2005, the Office of Management and Budget released Memorandum M-05-13
(“Budget Discipline for Agency Administrative Actions”) requiring that for “any pro-
posed discretionary agency administrative action that would increase mandatory
spending, the agency must include one or more proposals for other administrative
actions to be taken by the agency that would comparably reduce mandatory spend-
ing”. This is commonly referred to as “PAYGO.”

There have been a number of Administrative PAYGO actions in the crop insur-
ance program. For example, last year’s renegotiation of the Standard Reinsurance
Agreement generated a significant amount of budgetary savings, $2 billion of which
was applied to Administrative PAYGO (the remainder was applied to debt reduc-
tion). Conversely, a number of crop insurance products have been added or ex-
panded, like the Pasture, Rangeland, and Forage product—a critical product for live-
stock producers—using Administrative PAYGO offsets.
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SUBCOMMITTEE ON CONSERVATION, ENERGY, AND
FORESTRY,
HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Washington, D.C.

The Subcommittee met, pursuant to call, at 10:04 a.m., in Room
1300 of the Longworth House Office Building, Hon. Glenn Thomp-
son [Chairman of the Subcommittee] presiding.

Members present: Representatives Thompson, Goodlatte, Gibbs,
Southerland, Roby, Huelskamp, Hultgren, Ribble, Noem, Lucas (ex
officio), Holden, Schrader, Owens, McIntyre, Walz, Pingree, Fudge,
and Peterson (ex officio).

Staff present: Brent Blevins, Tamara Hinton, Josh Maxwell,
Debbie Smith, Lauren Sturgeon, Suzanne Watson, Nona S. Darrell,
Liz Friedlander, Anne Simmons, John Konya, and Jamie Mitchell.

OPENING STATEMENT OF HON. GLENN THOMPSON, A
REPRESENTATIVE IN CONGRESS FROM PENNSYLVANIA

The CHAIRMAN. Well, good morning, everyone. This hearing of
the Subcommittee on Conservation, Energy, and Forestry entitled,
Agricultural Program Audit: Examination of Conservation Pro-
grams, will come to order. I will start out with my opening state-
ment.

I want to welcome everyone to this Subcommittee hearing to ex-
amine the farm bill conservation programs. This is one of a series
of hearings the six Subcommittees of the House Agriculture Com-
mittee will be holding to audit farm bill programs in advance of
writing the next farm bill. Though the current farm bill doesn’t ex-
pire until September of 2012, it is important that we begin the re-
view process now. I believe it is imperative that we have a sound
knowledge base from which to make responsible decisions as we
address these programs.

Now, I don’t think I need to remind anyone in this room that we
face many challenges in drafting the next farm bill. In the current
fiscal environment, we will be faced with some difficult decisions
regarding the fate of programs in all parts of the farm bill, includ-
ing Title II. Moreover, Title II programs, including the Wetlands
Reserve Program and the Grasslands Reserve Programs do not
have a budget baseline beyond the expiration of the current farm
bill. Given the challenging decisions ahead of us and a number of

(45)
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new faces on the Subcommittee, I think this is an excellent oppor-
tunity for everyone to ask questions about specific programs, as
well as general program delivery and familiarize themselves with
programs under the Subcommittee’s jurisdiction.

Congress offered the first conservation programs for farmers and
ranchers in the 1930s and we have seen a tremendous growth in
programs since then. The conservation title was first introduced in
the farm bill in 2002 and the Title was further revised and ex-
panded in the 2008 Farm Bill.

Today, USDA offers more than 20 separate active land and land
retirement programs that account for billions in spending annually.
This hearing gives us the chance to hear directly from those at
USDA who are responsible for the implementation of conservation
programs, and we have a chance to learn about these programs and
to ask questions about how they are implemented and in what
manner we could improve the delivery in the future. When the
time comes to make decisions about conservation programs, we will
all be better placed to do so if we have a thorough understanding
of how each program operates.

Our witnesses today will provide information about these various
programs that we need to move forward in a legislative process. We
will learn about basic information about the amount of money that
is being spent on each program, program participation, as well as
examples of duplication with other programs, and examples of
waste, fraud, and abuse.

I want to welcome Chief Dave White of the NRCS and Mr. Bruce
Nelson, the Administrator of FSA. It is good to see you both. I am
certainly eager to hear your testimony on these programs. And I
look forward to working with you both in the months ahead to
draft aa conservation title that fulfils its core goals while utilizing
taxpayer dollars in a responsible manner.

[The prepared statement of Mr. Thompson follows:]

PREPARED STATEMENT OF HON. GLENN THOMPSON, A REPRESENTATIVE IN CONGRESS
FROM PENNSYLVANIA

Good morning. I want to welcome everyone to the Conservation, Energy, and For-
estry Subcommittee hearing to examine farm bill conservation programs.

This is one of a series of hearings the six Subcommittees of the House Agriculture
Committee will be holding to audit farm bill programs in advance of writing the
next farm bill.

Though the current farm bill does not expire until September of 2012, it is impor-
tant we begin the review process now.

I believe it is imperative we all have a sound knowledge base from which to make
responsible decisions in how we address these programs.

I don’t think I need to remind anyone in this room that we face many challenges
in drafting the next farm bill.

In the current fiscal environment, we will be faced with some difficult decisions
regarding the fate of programs in all parts of the farm bill, including Title II.

Multiple Title II programs, including the Wetlands Reserve Program and the
Grasslands Reserve program, do not have a budget baseline beyond the expiration
of the current farm bill.

Given the challenging decisions ahead of us and the number of new faces on this
Subcommittee, I think this is an excellent opportunity for everyone to ask questions
about specific programs as well general program delivery and familiarize themselves
with programs under the Subcommittee’s jurisdiction.

Congress offered the first conservation programs for farmers and ranchers in the
1930s and we have seen a tremendous growth in programs since then.

The conservation title was first introduced to the farm bill in 2002. The title was
further revised and expanded in the 2008 Farm Bill.
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Today, USDA offers more than 20 separate active land and land retirement pro-
grams that account for billions in spending annually.

This hearing gives us the chance to hear directly from those at USDA who are
responsible for the implementation of conservation programs.

We will have a chance to learn about these programs and to ask questions about
how they are implemented and in what manner we could improve their delivery in
the future.

When the time comes to make decisions about conservation programs, we will all
be better placed to do so if we have a thorough understanding of how each program
operates.

Our witnesses today will provide information about these various programs that
we need to move forward in the legislative process.

We will learn basic information about the amount of money that is being spent
on each program, program participation, as well as examples of duplication with
other programs and examples of waste, fraud and abuse.

I want to welcome Chief Dave White of NRCS and Mr. Bruce Nelson, Acting Ad-
ministrator of FSA. It is good to see you both and I am eager to hear your testimony
on these programs.

I look forward to working with you both in the months ahead to draft a conserva-
tion title that fulfills its core goals while utilizing taxpayer dollars in a responsible
manner.

I now yield to my friend, the Ranking Member from Pennsylvania, Mr. Holden,
for his opening statement.

The CHAIRMAN. And I will yield to my friend, the Ranking Mem-
ber from Pennsylvania, Mr. Holden, for his opening statement.

OPENING STATEMENT OF HON. TIM HOLDEN, A
REPRESENTATIVE IN CONGRESS FROM PENNSYLVANIA

Mr. HOLDEN. Thank you, Mr. Chairman. I would like to thank
our witnesses and guests for being here this morning.

This hearing presents an important and timely opportunity for
Members of this Subcommittee to review the state of USDA con-
servation programs. The Natural Resources Conservation Service
and the Farm Service Agency, through the authority of this Com-
mittee and the farm bill, currently administer over 20 programs to
assist producers and landowners who wish to practice conservation
on agricultural lands.

These conservation practices have expanded over the years from
early efforts to reduce high levels of soil erosion and address water
quality and quantity issues to address other natural resources con-
cerns such as wildlife habitat, air quality, wetlands restoration and
protection, and energy efficiency. As the economic and regulatory
pressures have increased in recent years, agriculture producers and
private forest landowners have come to rely on these farm bill con-
servation programs to help them stay in business.

I am concerned that recent reductions in conservation program
funding is resulting in USDA having to deny producers the tools
they need to combat these burdens effectively due to insufficient
funding. Lack of assistance to meet regulatory requirements im-
poses an unfunded mandate on producers and harms our land-
owners’ ability to run their businesses and efficiently implement
conservation practices on their land.

Bottom line, access to funds is vital and so is the delivery of
these funds. Whether it is through FSA, NRCS, or a technical serv-
ice provider, a consistent message we are hearing across the coun-
try is that more people are needed in the field to assist producers
in making land-management decisions and implementing conserva-
tion practices.
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As we focus on deficit reduction and the streamlining of Federal
programs, it is important that we ensure USDA remains able to de-
liver effective conservation programs with fewer resources and re-
spond to the demand for those landowners who depend on them.
Farmers and ranchers have always been the original stewards of
the land and continue to be the best advocates for research con-
servation.

I look forward to today’s expert testimony and the opportunity to
listen and learn and ask questions of those responsible for ensuring
that that remains true in the future.

Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman. We are also joined in the
hearing by the Chairman of the Agriculture Committee. I now rec-
ognize Chairman Lucas for an opening statement.

OPENING STATEMENT OF HON. FRANK D. LUCAS, A
REPRESENTATIVE IN CONGRESS FROM OKLAHOMA

Mr. Lucas. Thank you, Chairman Thompson and Ranking Mem-
ber Holden for holding today’s hearing to examine conservation
programs.

During the past two farm bills, I served as Chairman and Rank-
ing Member respectively of the Subcommittee with jurisdiction over
the Conservation Title. My, aren’t free elections a wondrous thing?
Both in 2008 and in the 2002 Farm Bill saw exponential growth
in conservation programs. In 2002, we increased conservation
spending in the 2002 Farm Bill by $17 billion over 10 years, an 80
percent expansion that created one of the greenest farm bills in
history. This legislation increased our commitment to important
programs like CRP, EQIP, and helped multiply participation in
conservation practices.

In the 2008 Farm Bill, we built upon the historic Conservation
Title by adding $4 billion over 10 years. That Conservation Title
included new regional and cooperative partnership programs, as
well as reauthorization and increased funding for existing pro-
grams. These programs have created many new ways for producers
and conservation organizations to achieve shared goals. Farmers
and ranchers, with the assistance of these programs, have worked
voluntarily to help reduce soil erosion, increase wetlands, improve
water quality, and preserve farmland and wildlife habitat.

However, as we work towards the next farm bill, this Committee
will be faced with a very different budget situation. Not only will
the Agriculture Committee have to do our part within the overall
deficit situation, but as all of us know, we literally have dozens of
programs, as has been alluded to by the Chairman and the Rank-
ing Member, with no baselines, many under the umbrella of con-
servation. Conservation is an important element of farm policy.
Farmers and ranchers make their living off the land and they are
committed to preserving and protecting it for future generations.

As lawmakers, we have a responsibility to ensure that conserva-
tion policy is effective without being duplicative or too costly. This
is especially important in the current fiscal environment. Today’s
audit will help us evaluate our current policy so that we can deter-
mine what is working, what needs to be adjusted, and what can be
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eliminated. This is a critical step in the process of developing the
next farm bill.

I thank all of you for being here and participating today, and I
can only say that I have the greatest of confidence in the gentle-
men from Pennsylvania when we make those tough decisions in the
coming days, months, and year.

I yield back the balance of my time, Mr. Chairman.

[The prepared statement of Mr. Lucas follows:]

PREPARED STATEMENT OF HON. FRANK D. LUCAS, A REPRESENTATIVE IN CONGRESS
FROM OKLAHOMA

Good morning.

I’d like to thank Chairman Thompson for holding today’s hearing to examine con-
servation programs.

During the past two farm bills I served as the Chairman and Ranking Member,
respectively, for the Subcommittee of jurisdiction for the conservation title. Both the
2008 and 2002 Farm Bills saw exponential growth in conservation programs.

In 2002, we increased conservation spending in the 2002 Farm Bill by $17 billion
over 10 years—an 80 percent expansion that created the greenest farm bill in his-
tory. This legislation increased our commitment to important programs like CRP
and EQIP and helped multiply participation in conservation practices.

In the 2008 Farm Bill, we built upon the historic conservation title by $4 billion
over 10 years. That conservation title included new regional and cooperative part-
nership programs as well as the reauthorization and increased funding of existing
programs.

These programs have created new ways for producers and conservation organiza-
tions to achieve shared goals. Farmers and ranchers, with the assistance of these
programs, have voluntarily worked to help reduce soil erosion, increase wetlands,
improve water quality, and preserve farmland and wildlife habitat.

However, as we work towards the next bill, this Committee will be faced with a
very different budget situation. Not only will the Agriculture Committee have to do
our part within the overall deficit situation, but as all of us know, we literally have
dozens of programs with no baselines, many under the umbrella of conservation.

Conservation is an important element of farm policy. Farmers and ranchers make
their living off the land, and they are committed to preserving and protecting it for
future generations. As lawmakers, we have a responsibility to ensure that conserva-
tion policy is effective without being duplicative or too costly. That is especially im-
portant in the current fiscal environment.

Today’s audit will help us evaluate our current policy so that we can determine
what is working, what needs to be adjusted, and what can be eliminated.

This is a critical step in the process of developing the next farm bill, and I thank
you all for being here today to participate in that process.

The CHAIRMAN. Thank you, Mr. Chairman.

We are also joined by the Ranking Member for the full Agri-
culture Committee. Mr. Peterson, any opening remarks, sir? Okay.
Very good.

The chair requests that the other Members submit their opening
statements for the record so that the witnesses may begin their tes-
timony and ensure that there is ample time for questions.

And I am very pleased to welcome our panel of witnesses to the
table today. And we have Mr. Dave White, Chief of the Natural Re-
source Conservation Services, Department of Agriculture; and Ad-
ministrator Bruce Nelson, Administrator of Farm Service Agency
with the Department of Agriculture. Gentleman, you are the only
two witnesses for this panel, so I encourage you to take the time
that you need. We are not going to be using any lights today for
your testimony, so I encourage you to take the time that you need
to cover the information so that we will all benefit.

And Mr. Nelson, please begin when you are ready.
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STATEMENT OF BRUCE NELSON, ADMINISTRATOR, FARM
SERVICE AGENCY, U.S. DEPARTMENT OF AGRICULTURE,
WASHINGTON, D.C.

Mr. NELSON. Mr. Chairman, thank you very much. I am new to
this so I have to learn how to punch the buttons.

Mr. Chairman, Ranking Members, Members of the Sub-
committee, thank you for the opportunity to discuss the conserva-
tion programs administered by the Farm Service Agency here
today. My testimony will focus on FSA’s conservation programs and
our collaboration with our conservation partners in ensuring high-
quality, cost-effective program delivery. And I am especially glad to
be here on my first occasion with Dave White, who did an out-
standing job as State Conservationist in my home State of Mon-
tana before becoming Chief of NRCS.

Let me begin by talking about FSA’s largest conservation pro-
gram, the Conservation Reserve Program, or CRP. CRP is a vol-
untary program that provides a cost-effective means to address
conservation concerns on environmentally sensitive lands. Cur-
rently, CRP contains more than 31 million acres and FSA issues
about $1.7 billion annually in rental payments to CRP participants.

USDA recently announced the results of general Signup 41,
which was held this past spring. Of the 3.8 million acres offered,
2.8 million acres were accepted. With 4.4 million acres of contracts
expiring on September 30 this year, enrollment is anticipated to
total 29.9 million acres on October 1.

The Conservation Reserve Enhancement Program, or CREP, is a
component of the CRP continuous signup and is a partnership
among USDA, the tribes, states, and in some cases, private groups.
CREP agreements address high-priority conservation issues, and in
total, FSA has 45 CREP agreements in 33 states.

Another newer component of CRP is a Transition Incentives Pro-
gram. TIP provided $25 million through 2012 to provide additional
CRP payments for retiring owners or operators who transition land
to beginning farmers or socially disadvantaged producers. In turn,
the new operator must return some or all of the land to production
using sustainable farming techniques. As of June 30, there were
506 approved TIP contracts accounting for nearly 73,000 acres. I
would note for the Committee that those numbers are an update
from my testimony submitted for the record because 20 additional
contracts were established in the last 3 weeks of June.

FSA works closely with NRCS to administer the Emergency Con-
servation Program, which provides emergency cost-share funding
and technical assistance to farmers and ranchers to rehabilitate
damaged farmland. Approximately $90 million has been allocated
nationwide under ECP for this fiscal year, about $2 million re-
mains available to fulfill an anticipated $134 million in requests,
leaving a projected shortfall of $132 million. This estimate is also
a minor update from my testimony submitted for the record.

FSA also administers several other new conservation programs
that were created in the 2008 Farm Bill. The Voluntary Public Ac-
cess and Habitat Incentive Program provides grants to states and
tribal governments to encourage private landowners to make their
land available for recreation. Earlier this month, USDA announced
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additional grants under this program, bringing in the total number
of states and tribes participating to 26.

FSA and NRCS also jointly administer a Grassland Reserve Pro-
gram, or GRP. GRP participants limit cropping while retaining the
right to conduct grazing practices and operations. Applications may
be filed with either NRCS or FSA. Generally, FSA implements
rental contracts and NRCS administers the easement program.
Currently, 1.1 million acres are enrolled in GRP at an annual cost
of approximately $10 million.

FSA and NRCS are working hard together to make sure farmers
know their options and have the right technical assistance. I am
proud to report that the average government cost per enrolled acre
in inflation-adjusted terms is significantly lower now than in the
late 1980s, while at the same time, more environmental and con-
servation benefits are being generated. We have streamlined tasks
and reduced signup costs by about 30 percent per contract for gen-
eral signup and 18 percent per contract for continuous signup.

In closing, we are committed to ensuring that our conservation
program benefits the agricultural sector as intended by Congress.
And we look forward to working closely with you to ensure sustain-
able conservation for agriculture in rural areas. Mr. Chairman, this
concludes my statement, and I would be happy to answer any ques-
tions you or Members of the Subcommittee might have. Thank you
very much.

[The prepared statement of Mr. Nelson follows:]

PREPARED STATEMENT OF BRUCE NELSON, ADMINISTRATOR, FARM SERVICE AGENCY,
U.S. DEPARTMENT OF AGRICULTURE, WASHINGTON, D.C.

Mr. Chairman, Ranking Member, and Members of the Subcommittee, thank you
for the opportunity to discuss the conservation programs administered by the Farm
Service Agency (FSA).

FSA’s largest conservation program, the Conservation Reserve Program (CRP),
which was first authorized by the 1985 Farm Bill, has a long record of accomplish-
ment. CRP is a voluntary program that provides a cost-effective means to address
many conservation concerns on environmentally-sensitive lands (such as clean air,
clean water, and wildlife habitat). Currently, CRP contains more than 31 million
acres of grass, trees, riparian buffers, filter strips, restored wetlands, and high-value
wildlife habitat. The experience of the 1930’s and economic and societal impacts of
the “Dust Bowl” demonstrates the importance of protecting our nation’s most envi-
ronmentally sensitive lands.

The Transition Incentives Program (TIP) provides up to two additional CRP an-
nual rental payments to a retired or retiring owner or operator of land under an
expiring CRP contract if the land is sold or leased to a beginning or socially dis-
advantaged farmer or rancher for the purpose of returning some or all of the land
to production using sustainable methods.

FSA also implements several programs that provide emergency conservation as-
sistance to producers. For example, the Emergency Conservation Program (ECP)—
which has been in existence for several decades—provides emergency funding to
farmers and ranchers to rehabilitate farmland damaged by natural disasters and for
carrying out water conservation measures in periods of severe drought.

FSA administers several new programs created by the 2008 Farm Bill. For exam-
ple, the Voluntary Public Access and Habitat Incentive Program (VPA-HIP) pro-
vides grants to states and tribal governments to encourage owners and operators
of privately held farm, ranch, and forestland to voluntarily make their land avail-
able for public access for hunting, fishing, and other wildlife-dependent recreation.
These grants provide funds to programs administered by state and tribal govern-
ments

FSA and the Natural Resources Conservation Service (NRCS) jointly administer
the Grassland Reserve Program (GRP), which is a voluntary conservation program
that emphasizes support for grazing operations, enhancement of plant and animal
biodiversity, and protection of grassland under threat of conversion to other uses.
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FSA also implements non-Conservation Title programs that have conservation ef-
fects such as the Biomass Crop Assistance Program (BCAP) and the Emergency For-
est Restoration Program (EFRP) both of which require that participants have a con-
servation plan.

For FSA’s conservation programs, the agency relies on technical assistance from
NRCS, the Forest Service, the Fish and Wildlife Service, state fish and wildlife
agencies, state Forestry agencies, state agricultural and environmental depart-
ments, conservation districts, non-governmental organizations, and the private sec-
tor. These partners help us with numerous activities, including technical determina-
tions, conservation plan development, engineering design, outreach to farmers and
ranchers, and monitoring the impacts of conservation programs.

Today, I will not only discuss these conservation programs in more detail, but will
also discuss how we work with our many conservation partners, and indicate how
we are moving forward to ensure high-quality, cost-effective program delivery.

Conservation Reserve Program

CRP was authorized by the 1985 Farm Bill with a strong commodity supply con-
trol connection. CRP has evolved into a conservation program that increasingly tar-
gets environmental need by ranking offers in a general signup according to their en-
vironmental benefit and through a continuous signup that focuses on relatively
small acreages that protect much larger areas such as buffer strips, riparian buffers
and grass waterways.

CRP also created the Conservation Reserve Enhancement Program (CREP) which
leverages scarce Federal dollars with state and non-government organization funds
to better meet local environmental needs. Under CREP, CRP helps to protect the
Chesapeake Bay, salmon in the Pacific Northwest, Mammoth Cave in Kentucky and
Hawaiian coral reefs. More recently, CRP has targeted enrollment of lands to
achieve the goals of initiatives focused on the conservation of priority fish and wild-
life resources such as wetlands, quail, ducks, and longleaf pine.

CRP provides cost-share assistance and annual rental payments to farmers and
ranchers to establish long-term (10 to 15 years) conservation cover (such as grass
or trees) on eligible farmland. Numerous conservation practices are available includ-
ing filter strips, riparian buffers, wetland restoration and high-value wildlife habi-
tat. Annual rental payments are based on the agricultural rental value of the land,
and cost-share assistance is provided for up to 50 percent of the participant’s costs
in establishing approved conservation practices. FSA issues about $1.7 billion annu-
ally in rental payments to CRP participants.

USDA recently announced the results of Signup 41, which was held this past
spring. Of the 3.8 million acres offered, 2.8 million acres were accepted. Signup 41
acceptances have no impact on this year’s crop; accepted land currently in crops can
be harvested normally. For next year, the price impacts of Signup 41 enrollment on
the price of corn, soybeans, and wheat are estimated to be very modest. With 4.4
million acres expiring on September 30, 2011, enrollment is anticipated to total 29.9
million acres on October 1, 2011 (contracts for the recently-accepted 2.8 million
acres begin on that date).

A Fiscal Year (FY) 2012 general signup is assumed in the President’s Budget;
however, no signup dates have been announced. The Secretary is committed to a
strong CRP program and feels the best way to keep it strong is to accept acres with
the highest environmental benefit.

A conservation plan is required for each CRP contract. FSA partners with NRCS
which makes certain technical eligibility determinations and develops conservation
plans. FSA is responsible for all program activities, makes compliance determina-
tions, and consults with other Federal agencies such as the U.S. Fish and Wildlife
Service. FSA also partners with the Forest Service to provide conservation planning
for participants installing tree practices under CRP and also the Emergency For-
estry Conservation Reserve Program (EFCRP).

The environmental benefits of CRP are substantial. Since the beginning of the
program, USDA estimates CRP has reduced soil erosion by more than 8 billion tons,
including an estimated 325 million tons in 2010. On fields enrolled in CRP, nitrogen
and phosphorus losses were estimated to be reduced by 607 million pounds and 122
million pounds, respectively, in 2010. In addition, CRP acreage reduces the impacts
of downstream flood events and recharges groundwater aquifers.

There are two primary ways for farmers and ranchers to participate in CRP: the
general signup provisions, such as Signup 41, and continuous signup provisions.
Under the general signup, producers compete nationally for enrollment during speci-
fied periods. Under continuous signup, landowners and operators with eligible lands
may enroll certain high priority conservation practices, such as restored wetlands,
filter strips, and riparian buffers, at any time during the year without competition.
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In addition to annual soil rental payment and cost-share assistance, many contin-
uous practices are eligible for additional annual and one-time up-front financial in-
centives.

Continuous Signup

The Conservation Reserve Enhancement Program (CREP) is a component of CRP
continuous signup and is a partnership among USDA, tribes, states and, in some
cases, private groups. Partners (generally states) generally provide 20 percent of es-
timated total project costs. CREP agreements address high-priority conservation
issues of both local and national significance, such as impacts to water supplies, loss
of critical habitat for threatened and endangered wildlife species, soil erosion and
reduced habitat for fish populations such as salmon. Enrollment in a state is limited
to specific geographic areas and practices. In total, FSA has 45 CREP agreements
with its partner states and organizations spanning areas in 33 states.

Most CREP agreements are designed to target assistance toward a critical need
or issue. Iowa’s CREP agreement, for example, focuses on constructed wetlands in
the Mississippi River basin. These constructed wetlands reduce nitrogen loadings in
watersheds dominated by tile-drained cropland. They consist of a treatment pool
and grass buffer, and range in size from 16—70 acres. Monitoring data from the Iowa
project indicate that these wetlands remove 40-90 percent of the nitrate flowing into
the wetlands. The cost to reduce nitrogen load by a pound in such situations is pro-
jected to be less than $1.38 per year for 50 years.

As another example, we have CREP agreements with all the states that drain into
the Chesapeake Bay watershed. Pennsylvania’s CREP agreement, which has the
most acreage enrolled, provides financial and technical assistance to voluntarily re-
store wetlands, riparian areas, and grasslands; reduce erosion; and prevent sedi-
ment, nitrogen, and phosphorus from reaching the Chesapeake Bay. The Conserva-
tion Effects Assessment Program (CEAP) of the Chesapeake Bay estimates that ni-
trogen loss is reduced by 79 pounds per acre per year from acreage enrolled in
CRP.1

Farmable Wetlands Program

The Farmable Wetlands Program (FWP) is another component of CRP that is de-
signed to restore up to one million acres of farmable wetlands and associated buffers
by improving the land’s hydrology and vegetation. Eligible producers in all states
restore wetland benefits by planting long-term, resource-conserving covers to im-
prove the quality of water, control soil erosion, and enhance wildlife habitat. Partici-
pants must agree to restore the hydrology of the wetlands and to establish vegeta-
tive cover, which may include planting bottomland hardwoods, cypress and other ap-
propriate tree or wetland species. FWP practices receive the same benefits as other
continuous practices such as filter strips and riparian buffers.

CRP Initiatives

CRP further targets limited Federal funds by focusing on specific goals such as
wetlands, longleaf pine, or wildlife. CRP initiatives include:

o Wetlands Initiative. This initiative was created to restore wetlands located with-
in the 100 year floodplain, restore playa lakes and wetland complexes located
outside the 100 year floodplain, and restore floodplains by establishing bottom-
land hardwood trees. The initiative provides vital habitat for many wildlife spe-
cies, filters runoff, improves water quality, and reduces downstream flooding.

e Quail Initiative. This initiative was created because Northern bobwhite quail
populations have declined due to habitat loss. The 350,000 acre initiative cre-
ates early successional grass buffers along agricultural field borders in the 35
states that encompass the historic ranges of the bobwhite quail. The buffers
also benefit many other species, such as, grasshopper sparrow, dickcissel, and
Henslow’s sparrow.

o Longleaf Pine Initiative. The 250,000 acre longleaf pine initiative was developed
to address the decline of longleaf pine in the Southeast. Its goal is to re-estab-
lish longleaf pine stands to benefit wildlife species and protect water quality.

e Duck Nesting Habitat Initiative. This 150,000 acre initiative was designed to re-
store wetlands and wetland complexes that are located outside the 100 year
floodplain in the Prairie Pothole Region. It will provide critical habitat and nest-

1United States Department of Agriculture, Natural Resources Conservation Service. 2011. As-
sessment of the Effects of Conservation Practices on Cultivated Cropland in the Chesapeake Bay
Region. Final Draft. http:/ |www.nres.usda.gov [ technical | nri/ ceap | chesapeake bay/
index.html.
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ing cover for ducks, sandhill cranes and other wildlife species, while filtering
runoff, and reducing downstream flooding.

o State Acres for Wildlife Enhancement. This 850,000 acre initiative is designed
to target high priority wildlife objectives on a state and/or regional level. The
projects were targeted to create habitat for threatened and endangered species,
species of special concern, and species of economic interest such as sage-grouse,
lesser prairie-chicken, and ring-necked pheasant.

Transition Incentives Program

Another component of CRP is TIP which was created in the 2008 Farm Bill and
provides $25 million through 2012 to promote the transition of expiring CRP land
from a retired or retiring owner or operator to a beginning or socially disadvantaged
farmer or rancher to return some or all of the land to production using sustainable
farming techniques. Under TIP, the retired party is eligible to receive annual rental
payments for up to 2 additional years beyond the contract expiration provided that
the land is not transitioned to a family member. Certain conservation and land im-
provement work may begin on the transitioned land during the last year of the CRP
contract.

A retired or retiring CRP participant may apply for TIP beginning one year before
the date of the expiration of the CRP contract through the end of the contract. TIP
sign-up began on May 17, 2010, and as of June 9, 2011, there were 486 approved
TIP contracts accounting for nearly 73,000 acres for expected outlays of $6.5 million.

Emergency Conservation Program

The Emergency Conservation Program (ECP) provides emergency cost-share fund-
ing (generally, up to 75 percent) and technical assistance to farmers and ranchers
to rehabilitate farmland damaged by natural disasters and for carrying out emer-
gency water conservation measures in periods of severe drought. For land to be eli-
gible the natural disaster must create new conservation problems that, if untreated,
would impair or endanger the land or materially affect the land’s productive capac-
ity and for rehabilitation matters must be unusual damage for which Federal assist-
ance is required to return the land to productive agricultural use. County FSA com-
mittees determine land eligibility based on on-site inspections of damage. Funding
for this program is appropriated by Congress.

Timing of ECP assistance is critical to producers facing disasters and FSA and
NRCS employees work closely at the state and county level to provide efficient and
timely service. For instance, FSA and NRCS employees in Alabama are working to
provide assistance to farmers affected by recent tornados. Approximately $67 million
has been allocated under ECP in FY 2011. FSA currently has approximately $9 mil-
lion available with more than $167 million in pending or soon to be submitted re-
quests.

FSA provides technical assistance regarding debris removal, fence restoration, and
grading and shaping of damaged land and FSA has an agreement with NRCS for
it to provide technical assistance for practices requiring greater conservation exper-
tise, including restoration of conservation structures and installations as well as
drought emergency measures. FSA also has an agreement with the Forest Service
to provide technical assistance for hurricane disasters that affect tree stands.

Voluntary Public Access—Habitat Incentive Program

VPA-HIP provides grants to states and tribal governments to encourage owners
and operators to voluntarily make land available for public access for wildlife-de-
pendent recreation. Funding may be used to expand existing, or create new, public
access programs, or provide incentives to improve wildlife habitat on enrolled lands.
USDA announced additional participating states earlier this month, bringing the
total number of states participating in the program to 25 (plus the Yakima Nation).
With the expanded participation in FY 2011, the program is expected to have a total
cost of $50 million.

Grassland Reserve Program

FSA and NRCS jointly administer GRP. GRP participants voluntarily limit future
development and cropping uses of the land while retaining the right to conduct graz-
ing practices and operations related to the production of forage and seeding, subject
to certain restrictions during nesting seasons. Applications may be filed for a rental
contract or an easement with NRCS or FSA. Generally, FSA implements rental con-
tracts and NRCS administers easements. NRCS provides all on-the-ground technical
assistance for easements and rental contracts. Currently, 1.1 million acres are en-
rolled in GRP, at an annual cost of approximately $10 million.
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Moving Forward

As you can see, FSA’s programs cover a wide variety of conservation and other
related needs that have evolved over time. For example, CRP has been very effective
at enhancing habitat for lesser prairie-chicken and sage-grouse both of which are
candidate species for listing under the Endangered Species Act. CRP also helps pro-
ducers comply with regulatory actions such as the Chesapeake Bay’s total maximum
daily load requirements. CRP participation not only promotes the protection of envi-
ronmentally-sensitive land, but can also help reduce the need for additional regu-
latory burdens on agricultural producers.

We are committed to ensuring that conservation programs benefit the agricultural
sector as intended and protect land, improve water and air quality, and promote
wildlife habitat. We are also committed to ensuring that we efficiently and effec-
tively manage stewardship over our natural resources. In addition, we work with
our partners including NRCS and the Forest Service, to ensure compliance with the
law by thoroughly reviewing producer and land eligibility and needs.

We are working hard to innovate and improve program efficiency. The average
government cost per enrolled acre, in inflation-adjusted terms, is significantly lower
now than in the late 1980’s while, at the same time, more environmental benefits
are being generated. Further, FSA and NRCS have significantly reduced technical
assistance costs over the past 10 years. We have made changes that allow the auto-
mation of eligibility determinations and further streamlined the tasks necessary to
implement technical assistance for CRP. Because of these changes, the costs of
signup activities have been reduced by about 30 percent per contract for general
signup and 18 percent per contract for continuous signup.

We are also committed to evaluating CRP outcomes to ensure that we best target
assistance as we move forward. We undertake monitoring and evaluation work with
Federal, state, university, and other partners, which provides the sound science to
effectively administer CRP and other conservation programs. These analytical re-
sults have been used to develop new conservation initiatives and resulted in the
Iowa CREP findings noted earlier. These results are also used to develop environ-
mental goals for the FSA strategic plan and to guide other USDA decision-making.

Final Thoughts

In an era of reduced resources, we look forward to working closely with Congress
to identify and meet critical conservation needs. We also look forward to working
more closely with not only our inter-agency partners within USDA, but also with
the private sector and other government agencies. By doing so, we aim to better le-
verage resources, share ideas, and deliver programs that ensure sustainable con-
servation activities and programs for agriculture and rural areas.

The CHAIRMAN. Thank you, Mr. Nelson.
Chief White, begin when you are ready.

STATEMENT OF DAVE WHITE, CHIEF, NATURAL RESOURCES
CONSERVATION  SERVICES, U.S. DEPARTMENT OF
AGRICULTURE, WASHINGTON, D.C.

Mr. WHITE. Thank you, Mr. Chairman, Mr. Ranking Member,
Mr. Lucas, Mr. Peterson, Mr. Goodlatte, distinguished Members of
this Subcommittee. I am starting to feel a little bit intimidated. I
wasn’t expecting quite this many Members here.

Anyway, you have asked me to talk about 15 programs, and I
have to tell you, I have been studying like a first-semester fresh-
man right before the exam time. Fifteen of them, I am going to
break them down into three categories for you. One, we are going
to have the mandatory-funded cost-share programs; then, we will
have a group of four, the mandatory easement programs; and then
we will have three discretionary.

So the eight mandatory cost-share programs, we will just call
this the big eight. The first one is EQIP, Environmental Quality In-
centives Program. This is the workhorse. This is the big kid on the
block. This is the most lushly funded. This is the main bricks-and-
mortar conservation cost-share program we have in the United
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States of America. Since 2005, about ¥4 million contracts have been
written with farmers, ranchers, and forest landowners in the
United States of America—Y2 million since 2005. It has several
components to it, some of them I am going to address separately.
So EQIP is really the biggest program we have.

The Conservation Stewardship Program is the up-and-coming
kid. The Conservation Stewardship Program can enroll 12.7 million
acres a year. We have had two enrollments. We are in the tail end
of the third enrollment. As of yesterday, the CSP now has about
35 million acres. We are probably going to get another 3 million
acres in there. So it is going to be 38 million acres here in a month
or so. So it is now geographically the largest program. It is a com-
pletely different program from the one it replaced, the Conserva-
tion Security Program; Stewardship has a nationwide signup. It
has a focus on additionality.

Third cost-share program in the big eight, Wildlife Habitat In-
centive Program, $85 million a year baseline, frankly, it is very,
very similar to EQIP in how we operate it. It does have a couple
of distinct differences. One, it allows you to have a higher cost-
share rate for long-term enduring contracts. And the second thing
that is somewhat unique about it is that it has a specific directive
in there where we are to prioritize the funding for state and na-
tional strategic objectives and which we have done. And I will prob-
ably go into that later on.

Fourth program in the big eight, the Agricultural Management
Assistance, this was actually in part of the credit title. It is only
in 16 states. Sixteen states that have historically low participation
in crop insurance is where AMA is offered. Again, it is very similar
to EQIP. It does have a couple of differences that I would bring for-
ward to your attention. This is a program that is really targeted
towards smaller specialty crop organic farmers. It has a baseline.
It is not in the Conservation Title, but it has its own baseline. The
funding is statutorily split between three agencies. Ten percent of
the funding goes to the Agricultural Marketing Service, and they
use that to help pay to transition to organic farming. Forty percent
of the funding goes to the Risk Management Agency. They use that
funding to help specialty crops small farmers pay for crop insur-
ance. Fifty percent comes to NRCS and we help develop on-farm
conservation systems. Two things it does that really are fairly
unique: one, you can use the funding to install new irrigation sys-
tems, which is rather unique; and second, you can use the funding
to build irrigation reservoirs, which, if you are in a drought, it is
a pretty big thing.

Fifth team in the big eight conference is the Agricultural Water
Enhancement Program, fondly called AWEP. AWEP is a component
of EQIP. It has its own distinct, separate baseline, which at the
end of the farm bill will be $60 million. AWEP is focused on water
conservation, water quality. There are some specific instructions in
the manager’s report that gives us targeted areas like the Ogallala
Aquifer, Red River, Upper Mississippi, Eastern Snake Plain Aqui-
fer in Idaho, Bay Delta, California, Puget Sound. And we have put
funding in all of those areas. A unique thing at AWEP is if you are
in like an exceptional drought area—I think that is a D3/D4—you
can use AWEP funds to build irrigation reservoirs. And some of
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you may remember Mr. Everett from Alabama, that was a provi-
sion that he really wanted to see in this 2008 Farm Bill.

Number six in the big eight, Conservation Innovation Grants,
this is a subcomponent of EQIP that does not have a separate
funding stream. All funding for this comes out of the overall EQIP
allocation. There are two components to Conservation Innovation
Grants. CIG A, which is really a grant program, a 50 percent
matching grant program, and it is designed to take a research find-
ing that is found in the lab that shows promise and how do you
get that to on-the-ground application in a practical manner for
farmers and ranchers. This divide between discovery and applica-
tion is called Death Valley. So the Conservation Innovation Grants,
Section A, is designed to help you bridge that Death Valley and
take promising research results and put them on on-the-ground,
reasonable, technical applications that farmers can use around the
country.

The second part of CIG, Section B is air quality: $37.5 million
is designated for this subsection and it is to be used around the
country in areas in air quality attainment areas. There are several
of them. I was detailed to Senator Harkin in the 2008 Farm Bill
process. This was brought forward on the Senate side by Senators
Boxer and Feinstein. Members of this Committee, some of you may
remember, Mr. Costa, Mr. Cardoza brought it forward. This is de-
signed to help producers upgrade—part of it was to upgrade their
engines. And when I first heard about it, I scoffed at it. I mocked
it. I laughed at it. I thought this was the goofiest thing I have ever
heard of. And then I saw how it was working and I was wrong. I
was dead, flat, slap wrong.

I have been to California where the bulk of this funding has
gone. Central Valley, California, there is not one area in the United
States of America where farmers are more regulated than they are
in the Central Valley. And if you like peaches, plums, grapes, rai-
sins, broccoli, carrots, onions, lettuce, it is very important for us to
keep those producers in business. The Central Valley is like a big
bowl. Everything that comes in there stays in there. Their air qual-
ity concerns are huge. And these guys are going out of business.
I was on a producer’s farm. His name was Don Cameron, and he
had 30 irrigation pumps lined up right behind his barn, 30 of them.
Every single one of them had a hole cut in the block. I was looking
at a million dollars of irrigation pumps that could maybe be sold
for scrap metal because they were too polluting for the California
Air Resources Board. And with this particular section of EQIP, we
are able to cost-share on a 50-50 basis. They are going from Tier
0 to Tier 3 engines in the last 2 years. This is astounding.

And farmers, they are putting in this money, too, where we have
done about 40 in EQIP; they have done about 40. It has reduced
emissions with the net effect of removing over 400,000 cars from
the road in California every single year. We may be at the point
if we carry this on for a couple more years, we will obviate the need
for any further regulation of these guys in the Central Valley.

Number seven in the big eight, Chesapeake Bay Watershed Pro-
gram, $50 million baseline, I had been up here before talking about
it. Many of you are extremely familiar with that. Chesapeake Bay
is ground zero for agriculture and regulation. This is often viewed
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as the canary in the coal mine. I am much more bullish on our
chances than other people, and the Chesapeake Bay Watershed
Program is really equipping us with some of the resources we need
in this critical area.

Rounding out the big eight is not really a program per se, but it
is a mechanism. It is the Cooperative Conservation Partnership
Initiative. It is an authority which allows us to use three different
programs—EQIP, the Wildlife Habitat Incentive Program, and the
Conservation Stewardship Program—for outside entities like uni-
versities and agricultural groups and other partners to designate
areas where they identify a problem and we focus EQIP, WHIP,
and CSP resources to solve that identified problem. Right now, we
have about 164 projects around the country. There is a statutory
limitation of no more than six percent of KEQIP, WHIP, and CSP
that can be used in CCPI. We are right now at 5.9 percent. So
there probably won’t be a whole lot more. So that rounds out the
big eight.

Now, the big 12, these are all four easement programs. The big
kid on the block is the Wetlands Reserve Program. In my opinion,
it is the single biggest reason this country has achieved no net loss
of wetlands. If you remember George Herbert Walker Bush, Bush
I, he announced it was going to be the policy of the United States,
no net loss of wetlands. This program is one of the main reasons
why that has occurred. There are over 2 million acres right now.
It is mostly marginal crop land that guys have a hard time making
money on anyway. And that is one, Mr. Chairman, that you men-
tioned does not have a baseline, going forward.

Second one is the Farm and Ranch Lands Protection Program. I
know that that is critical to Mr. Holden and other Members of this
Committee. This is a working lands easement program. Essentially,
you are purchasing development rights. So this farm, this ranch is
going to stay in agriculture forever. It is not going to be an airport;
it is not going to be subdivided; it is not going to be little
ranchettes. It is going to be in agriculture. A lot of changes made
in 2008 that have made this program better, it will have a baseline
of about $200 million, going forward.

Third program, Grassland Reserve Program, this is kind of a hy-
brid. It blends a little bit of WRP and a little bit of FRPP, but
again, it is a working lands program. Mr. Nelson very ably de-
scribed that, so I won’t go into it. And it is jointly administered be-
tween our two agencies.

Number 12 of the big 12 is the Healthy Forests Reserve Pro-
gram. This is actually located in the Forestry Title. It is a perma-
nent easement program—30 year contract for tribes—to aid in the
recovery of threatened and endangered species. What is different
about this is no-year money. We have to work with Fish and Wild-
life Service to get people who enrolled into Safe Harbor Agree-
ments. This is really focused on recovery of endangered species.
Very small, $10 million a year for the last 3 years and will not
have a baseline, going forward.

All right. That leaves us with three more programs you wanted
me to talk about. That would take us to 15. I couldn’t think of a
sports analogy for that so I am going to give you a bonus program
to take us to the Sweet 16 shifting from football to basketball.
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Number 13 is Resource Conservation and Development created
in the early 1960s. RC&D really created 501(c)(3) nonprofit organi-
zations whose mission was rural development broadly—natural re-
source-based rural development. I worked with them all of my ca-
reer. I have a lot of respect for them. They have done some tremen-
dous work around the country. In the last Bush Administration,
OMB made an analysis and said it was duplicative, and the last
few years of the Bush Administration, the Administration rec-
ommended it be zeroed out. That was carried forward in the
Obama Administration and Congress adopted it this year. There is
zero funding for this program. We are in the process of doing an
orderly closeout of that. It is a very good program, but I recognize
the necessity of the hard choices that are being made.

Number 14 is the Small Watershed Program, which actually is
two other programs—P.L. 78-534 and P.L. 83-566. These date
from the 1940s and 1960s. Over that period of time, essentially
these were flood-control structures. There is also water supply.
These are the dams that are really flood control. There have been
about 1,800 projects over that amount of time, over 11,000 struc-
tures have been built. Now, when you go back to the 1940s and
1950s, fast-forward to today, we are in a bit of a fix. These dams,
structures if you will, most of them were built with a 50 year life-
span. That is not to say that at 51 years they fall down. They are
perfectly good but they had a design life of around 50 years. These
structures are reaching the end of their design life. In fact, every
day for the next 20 years somewhere in the United States of Amer-
ica a watershed dam will reach the end of its design life. That is
not to say that they are bad at that point in time; it just to say
their design life is over.

Which leads me into number 15, which is the Watershed Reha-
bilitation Program. And I will give a nod to Chairman Lucas, who
has recognized this and acted very forcefully to establish this par-
ticular program. What do you do with these structures? These
structures are providing about $2 billion in prevented damages
every year across America. What do you do when they reach the
end of their design life? What do you do when they need rehabilita-
tion? What do you do when there is a safety issue? And this is a
mechanism where we can go in and fix these older structures. And
they don’t have to be at the end of their design life either. In this
country, urban development has occurred where we have put a lit-
tle dam out in a farm field. It might be in a city now. A good exam-
ple of that is Atlanta. We have several watershed projects and At-
lanta, as of 2011, is not the Atlanta of 1950.

So when something like that occurs, we go in and we upgrade
those structures to high-hazard classifications so adding in those
extra safety features. There is not one earmark in this program.
This program is a cost-share 65-35. And NRCS has a little criteria
where we decide where to work. Number one on the list is human
health and safety. This had $100 million in the farm bill and I
think it has $18 million, going forward, in this particular ag budg-
et.

Bonus program number 16 is another easement program. This is
a discretionary easement program. This falls under the Emergency
Watershed Protection Program. It is for flood plain easements. It
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allows us after a flood to go in and purchase easements on these
flood plains where guys are getting washed out all the time. Actu-
ally, if you look at it, it really saves us a lot of money because you
are not paying disaster assistance on that land or crop insurance
year after year. And if there is flooding in the future, the water can
spread out, be filtered, ground water recharged, good for wildlife.
There is a lot going for that program.

I have talked enough. One thing I would ask you, this is your
watch. This is going to happen under your control. Forty years
from now, nine billion new people will be in this world. I have seen
all kinds of projections for what it is going to take. I have seen 50
percent increase of production, 70 percent, double production. Any
way you slice it, we are going to have to increase production. And
conservation is one of the key ways that we can ensure the future
that those little Americans who come after us will have the same
bounty that we enjoy today.

Thank you, Mr. Chairman.

[The prepared statement of Mr. White follows:]

PREPARED STATEMENT OF DAVE WHITE, CHIEF, NATURAL RESOURCES CONSERVATION
SERVICES, U.S. DEPARTMENT OF AGRICULTURE, WASHINGTON, D.C.

Mr. Chairman and Members of the Subcommittee, thank you for the opportunity
to appear before you today to discuss conservation programs administered by the
Natural Resources Conservation Service (NRCS).

The NRCS conservation portfolio contains a broad mix of authorities providing
programs for conservation technical assistance, environmental improvement, stew-
ardship, easements, and water resources. These conservation investments, designed
by Congress and implemented by USDA, have a proven track record. They are good
for farmers, ranchers and private forest landowners and they work for all Ameri-
cans—helping to secure a high quality environment in concert with food security for
our nation and the world.

Last year we celebrated 75 years of service to the nation’s farmers, ranchers, and
other land owners and managers, we looked back at the landmark achievements,
and continued to make some history of our own. Before providing the Subcommittee
with details about our conservation programs, I would like to share a few of the ben-
efits that these programs delivered through our long, strong partnership with Amer-
ica’s farmers, ranchers, and private forest landowners.

Last year (Fiscal Year 2010) was a record year in conservation program delivery.
Of special note is the Wetlands Reserve Program (WRP). A nationwide emphasis on
wetlands conservation resulted in a record-setting WRP enrollment of nearly
273,000 acres, exceeding the next-highest yearly total by more than 58,000 acres
and nearly doubling our average annual enrollment. And while much work remains
to be done in completing restoration work associated with these record enrollments,
more than 129,000 acres of wetlands were created, restored or enhanced in FY 2010.
While acreage numbers are impressive, the more important outcome is that these
wetlands are now providing essential habitat for at-risk species, such as the threat-
ened Louisiana Black Bear and the endangered Whooping Crane. The better job we
do in assisting in keeping candidate and other at-risk species off the List of Endan-
gered and Threatened Wildlife, the greater flexibility our producers have in pro-
viding food, feed, and fiber for the nation and the world.

Voluntary conservation on private lands works! USDA established the Conserva-
tion Effects Assessment Project (CEAP) in 2003 to develop a scientific under-
standing and methodology for estimating the environmental effects of conservation
practices on agricultural landscapes at national, regional, and watershed scales.
CEAP is built on partnerships and working collaborations involving Federal agen-
cies inside and outside of USDA, land-grant universities, state agencies, and non-
profit organizations.

The first CEAP assessments of the effects of conservation practices on cultivated
cropland were released in FY 2010. Two of the planned 14 regional reports, the
Upper Mississippi River Basin (UMRB) and the Chesapeake Bay Region CEAP
Cropland Reports, quantify the great progress farmers have made in reducing sedi-
ment and nutrient losses from cropland, while emphasizing a continuing need for
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conservation efforts to focus on nutrient management. A few key highlights from the
UMRB assessment include:

e Voluntary, incentive-based conservation works. Reduced tillage is used on 95
percent of the cropland—sediment losses are reduced by an estimated 69 per-
cent as compared to a scenario where full conventional tillage is used.

e Nutrient management is the greatest need. Much can be done through ex-
panded adoption of existing practices. About 60 percent of the cropland needs
improved nutrient management; Timing, rate and method of application are im-
portant factors in managing nutrient application.

e Targeting can greatly enhance program effectiveness. Treating the most critical
acres can have three to five times the effect on sediment and nutrient reduction
as compared with treating acres with less serious problems.

e Comprehensive conservation planning is essential. Suites of practices that ad-
dress multiple resource concerns are more effective than single practices.

In FY 2010, NRCS used landscape-scale initiatives to address priority resource
concerns in working landscapes and watersheds nationwide. Two of these initiatives
began prior to FY 2010—the Chesapeake Bay Watershed Initiative, supported by
the statutory Chesapeake Bay Watershed Program in the farm bill and the Great
Lakes Restoration Initiative, supported by financial assistance transferred from the
U.S. Environmental Protection Agency and the Great Lakes Restoration Action
Plan. The other initiatives are the Sage-Grouse, the Longleaf Pine, California Bay-
Delta, Lesser Prairie-Chicken, Mississippi River Basin Healthy Watersheds, New
England Forestry, and the Migratory Bird Habitat. These initiatives reflect a com-
mon objective of using targeted conservation assistance in addressing priority nat-
ural resource concerns that are broader than a single state and that will help to
keep working lands working.

The Sage-Grouse Initiative (SGI) is a great example of how landscape-scale con-
servation delivers broad benefits for agriculture. SGI focused conservation delivery
within habitat core areas to help maintain large and intact grazing lands—impor-
tant for the sage-grouse and for the rancher. NRCS identified practices that can be
implemented through the Environmental Quality Incentives Program, the Wildlife
Habitat Incentive Program, the Grassland Reserve Program and the Farm and
Ranch Lands Protection Program to increase and protect grouse habitat and popu-
lations on 640,000 acres in 11 western states. In FY 2010, NRCS contracted with
223 ranching operations for a total $18.5 million in financial assistance to remove
sage-grouse threats and help sustain working ranches. As a result, over 180 miles
of high-risk fencing near breeding sites were marked or removed, which prevented
an estimated 800 to 1,000 mortalities through fence collisions in just the first year.

The SGI also resulted in a landmark agreement that provides regulatory certainty
to ranchers who take actions to improve sage-grouse habitat on their land. In early
2010, the U.S. Fish and Wildlife Service (FWS) determined sage-grouse to be a “can-
didate” species under the Endangered Species Act (ESA), which means listing is
warranted but precluded by higher listing priorities and positive management ac-
tions that address threats to the species need to be taken to prevent listing. NRCS
and FWS negotiated a first-of-its kind regional agreement that lets landowners
know the investments they make today to benefit this declining species and the sus-
tainability of their ranching operation by implementing NRCS conservation prac-
tices according to the SGI Conference Report can continue should sage-grouse be
listed at a future date.

This new conservation approach prioritizes assistance to ensure that the best con-
servation practices are implemented in the right landscapes for a positive sage-
grouse population-level response. The SGI is a perfect example of how conservation
programs can respond to critical natural resource issues by merging science and pro-
gram delivery, and targeting practices and geography to make a real difference on
the landscape for natural resources and for America’s farmers and ranchers.

NRCS Conservation Programs

This testimony provides an overview and status for 15 of NRCS’ conservation pro-
grams and authorities:

Environmental Quality Incentives Program

The Environmental Quality Incentives Program (EQIP) provides financial and
technical assistance on working lands to help producers address environmental chal-
lenges. To meet these challenges, EQIP provides incentives for the application of
farming and other land use practices that maintain or improve the condition of soil,
water, air, and other natural resources. The program assists agricultural and
forestland users in identifying natural resource issues and opportunities to improve
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their agricultural operations and provides technical and financial assistance to ad-
dress them in an environmentally beneficial and cost-effective manner. EQIP-pro-
moted practices meet a variety of environmental and natural resource challenges.

In FY 2010, EQIP financial assistance obligations by states reached almost $840
million in 36,500 contracts covering an estimated 13 million acres. In addition to
regular EQIP projects, these funds also supported projects in resource based initia-
tives such as air quality, on-farm energy audits, migratory bird habitat, and the
Mississippi River Basin Initiative, and projects that emphasize environmental pro-
tection and agricultural production as compatible goals such as organic production
and seasonal high tunnels.

In FY 2010, NRCS provided $37.5 million in financial and technical assistance to
12 states through the national Air Quality Initiative to help producers meet require-
ments of the Clean Air Act. Through this initiative, NRCS provides assistance to
farmers and ranchers to reduce air pollution generated from agricultural operations
in areas designated by the U.S. Environmental Protection Agency as non-attainment
areas for ozone and particulate matter. During FY 2010, over 950 contracts sup-
ported some 3,800 practices on more than 220,000 acres. In the Central Valley of
California alone, we estimate that these air quality projects over the past 2 years
have had the equivalent impact of removing the NOx emissions from 400,000 vehi-
cles from the area’s roads each year.

In FY 2010, NRCS worked to provide financial assistance to more than 240 pro-
ducers for on-farm energy audits by offering the Agricultural Energy Management
Plan through EQIP. In partnership with the private sector and other organizations,
NRCS is developing technical tools and training to evaluate and reduce agricultural
energy consumption through implementation of on-farm energy audit recommenda-
tions and to help producers adapt plans and practices for better energy efficiency
and on-farm energy production.

The Organic Initiative is a nationwide special initiative within EQIP to provide
assistance to organic producers as well as producers in the process of transitioning
to organic production. In FY 2010, NRCS obligated nearly $24 million in financial
assistance to treat 148,000 acres in organic production or in transition to organic
production. The most often recommended practices include nutrient management,
cover crop, pest management, conservation crop rotation, and prescribed grazing.

The FY 2012 President’s budget includes $1.408 billion in mandatory funding for
financial and technical assistance for the Environmental Quality Incentives Pro-

gram.
Agricultural Water Enhancement Program

The Agricultural Water Enhancement Program (AWEP) is a component of EQIP.
The purpose of AWEP is to promote improved ground and surface water conserva-
tion and water quality by leveraging the Federal Government’s investment in nat-
ural resources conservation with services and resources of other eligible partners.
The AWEP program was specifically created to address serious surface and ground
water shortages as well as water quality concerns in many agricultural areas. The
security of the nation’s food supply is dependent upon the continued delivery of
clean, reliable irrigation water to farms and ranches.

This is the second year in which AWEP has been implemented and interest from
the agricultural sector has remained steady. In FY 2010, NRCS obligated $60.8 mil-
lion in 1,489 new contracts to implement conservation practices on nearly 271,000
acres of agricultural land. The ability to leverage funding through partnership
agreements has also remained strong. Partners provided approximately $50.5 mil-
lion in technical and financial assistance in FY 2010, nearly matching NRCS’ AWEP
investment. Through AWEP, the agency approved 28 new partner project areas dur-
ing FY 2010, and continued to provide support for 63 existing project areas ap-
proved during FY 2009. Over Y2 of the projects approved in FY 2010 are located
in the high-priority water quantity concern areas, where conservation practices will
be applied to conserve scarce water resources.

The FY 2012 President’s budget includes $60 million in mandatory funding for fi-
nancial and technical assistance for the Agricultural Water Enhancement Program.

Conservation Innovation Grants

Conservation Innovation Grants (CIG) is a component of the Environmental Qual-
ity Incentives Program (EQIP) that is intended to stimulate the development and
adoption of innovative conservation approaches and technologies while leveraging
Federal investment in environmental enhancement and protection, in conjunction
with agricultural production. CIG provides grants of up to 50 percent of the total
project cost on a competitive basis to non-Federal governmental or non-govern-
mental organizations, federally-recognized Indian tribes, or individuals. Applicants
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must provide non-Federal funding for at least 50 percent of the project cost, of
which up to 2 (25 percent of the total project cost) may come from in-kind contribu-
tions.

CIG has two major components: National and State:

(1) The National Component emphasizes projects that have a goal of providing
benefits over a large geographic area. These projects may be watershed based,
regional, multi-state, or nationwide in scope.

(2) The State Component provides flexibility to NRCS State Conservationists to
target CIG funds to individual producers and smaller organizations that may
possess promising innovations, but may not compete well on the larger scale of
the national grants competition.

Funding for CIG is announced each year through a funding notice. CIG funds
single- or multi-year projects, up to 3 years in length.

CIG projects have resulted in new technologies and opportunities for producers.
A 2005 grant helped to demonstrate that precision feeding of dairy cows could facili-
tate reductions in the protein (nitrogen) and phosphorus being fed to dairy animals
while maintaining or even improving milk production and possibly improving ani-
mal health. Based on the findings from these feeding trials, the Pennsylvania State
University Cooperative Extension developed the “Dairy Tool” to help farmers iden-
tify the greatest opportunities to improve profitability on their farms.

In FY 2010, NRCS received 388 applications requesting more than $221.8 million.
NRCS obligated about $18 million through 61 agreements representing 43 states
and U.S. territories of the Pacific. Grant recipients provide matching funds to CIG
bringing the total value of the approved projects to more than $35 million.

Wildlife Habitat Incentive Program

The Wildlife Habitat Incentive Program (WHIP) provides assistance to improve
upland and wetland habitats to benefit priority wildlife species, including threat-
ened, endangered and other at-risk species. Focused efforts on habitat for fish and
wildlife also contribute to more sustainable use of resources. By prioritizing specific
geographic areas through various efforts at the state level, WHIP is able to target
financial and technical assistance funds to benefit habitats for specific declining
wildlife species such as the sage grouse. For example, WHIP funds helped to sup-
port a project in Somerset County, Maine, to rebuild a wildlife and nature preserve.
Following a dam breach in 2000, the landowner committed to reclaiming the land.
The project is improving the forest stand, planting cover crops, installing nesting
boxes, among other practices to create open space and nesting, brooding, and
rearing habitat for the American woodcock, a species of concern, as well as 50 other
important wildlife species.

In FY 2010, NRCS obligated almost $63 million in financial assistance in more
than 4,700 agreements to enroll over one million acres in WHIP. Sixty-eight of these
contracts valued at over $3.7 million are with American Indian and Alaskan Natives
participants to benefit habitat for culturally important species. Since the program
began in 1998, national enrollment has included almost 37,000 agreements on over
6.5 million acres.

The FY 2012 President’s budget includes $73 million in mandatory funding for fi-
nancial and technical assistance for the Wildlife Habitat Incentive Program.

Agricultural Management Assistance

NRCS administers the conservation provisions of the Agricultural Management
Assistance (AMA) program, which provides financial assistance to agricultural pro-
ducers to address water management, water quality, and erosion control issues by
incorporating conservation into their farming operations. AMA is available in 16
states where participation in the Federal Crop Insurance Program is historically
low: Connecticut, Delaware, Hawaii, Maine, Maryland, Massachusetts, Nevada, New
Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, Utah, Vermont,
West Virginia, and Wyoming.

With AMA funds, producers may construct or improve water management struc-
tures or irrigation structures; plant trees for windbreaks or to improve water qual-
ity; and mitigate risk through production diversification or resource conservation
practices, including soil erosion control, integrated pest management, or transition
to organic farming. AMA may provide producers a first-time opportunity to address
natural resource concerns on their lands. For instance, producers that cannot meet
Environmental Quality Incentives Program (EQIP) irrigated-land criterion may re-
ceive AMA assistance to install irrigation.

In FY 2010, $6 million was obligated into 429 contracts covering 11,102 acres.
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The FY 2012 President’s budget includes $2.5 million in mandatory funding for
the Agricultural Management Assistance program.

Chesapeake Bay Watershed Program

The Chesapeake Bay Watershed Program (CBWP) helps agricultural producers
improve water quality and quantity, and restore, enhance, and preserve soil, air,
and related resources in the Chesapeake Bay Watershed through the implementa-
tion of conservation practices. These conservation practices reduce soil erosion and
nutrient levels in ground and surface water; improve, restore, and enhance wildlife
habitat; and help address air quality and related natural resource concerns. CBWP
encompasses all tributaries, backwaters, and side channels, including their water-
sheds, draining into the Chesapeake Bay. This area includes portions of the states
of Delaware, Maryland, New York, Pennsylvania, Virginia, and West Virginia.

NRCS implements CBWP through the various natural resources conservation pro-
grams authorized by subtitle D, Title XII of the Food Security Act of 1985. In FY
2010, NRCS implemented CBWP through the Environmental Quality Incentives
Program (EQIP) and the Wildlife Habitat Incentives Program (WHIP).

In FY 2010, nearly 2,900 agricultural producers submitted applications to NRCS
to participate in CBWP. NRCS approved more than 950 contracts for more than
$33.5 million of financial assistance to treat an estimated 156,700 acres of high pri-
ority agricultural land. The balance of CBWP funds authorized in FY 2010 sup-
ported technical assistance for the program.

The FY 2012 President’s budget includes $50 million in mandatory funding for fi-
nancial and technical assistance for the Chesapeake Bay Watershed Program.

Cooperative Conservation Partnership Initiative

The Cooperative Conservation Partnership Initiative (CCPI) enables the use of
certain conservation programs along with resources of eligible partners to provide
financial and technical assistance to owners and operators of agricultural and non-
industrial private forestlands. CCPI is designed to encourage investment in natural
resource conservation by non-Federal sources, foster coordination with other part-
ners, and achieve high-priority natural resource objectives.

Under CCPI, NRCS enters into multi-year agreements with eligible partner orga-
nizations. Partners eligible to enter into a CCPI agreement with NRCS include fed-
erally recognized Indian Tribes, state and local units of government, farmer coopera-
tives, producer associations, institutions of higher education, and other non-govern-
mental organizations with a history of working cooperatively with producers to ad-
dress conservation priorities related to agriculture and nonindustrial private
forestland.

In order to receive CCPI financial assistance, owners and operators of agricultural
and nonindustrial private forestlands must participate within a project area defined
in an approved CCPI agreement and enroll in the Environmental Quality Incentives
Program (EQIP); Wildlife Habitat Incentive Program (WHIP), or the Conservation
Stewardship Program (CSP).

In FY 2010, about $42.3 million was obligated in 279 contracts with producers to
implement conservation practices on nearly 1.2 million acres of agricultural lands.
Through CCPI, NRCS approved 51 new partner project areas in FY 2010, and con-
tinued to support 110 projects approved during FY 2009.

CCPI does not receive specific funding. By statute, funding is limited to no more
than six percent of available program funds (EQIP, WHIP) or acres (CSP). NRCS
manages resources and allocations between all three programs to assure obligations
through CCPI will not exceed funding authority.

Conservation Security Program

The Conservation Security Program was a voluntary program that provided finan-
cial and technical assistance for the conservation, protection, and improvement of
natural resources on tribal and private working lands. It provided payments for pro-
ducers who practice good stewardship on their agricultural lands and provided in-
centives for those who wanted to do more. Under the 2008 Farm Bill, NRCS is not
authorized to enter into new Conservation Security Program contracts but continues
to make payments to producers with 5 to 10 year contracts from prior years.

The FY 2012 President’s budget includes $197 million in mandatory funding for
the Conservation Security Program.

Conservation Stewardship Program

The Conservation Stewardship Program (CSP) encourages agricultural and for-
estry producers to adopt new conservation measures and maintain existing con-
servation activities on their operations. CSP provides opportunities to recognize ex-
cellent stewards and deliver valuable new conservation. The program helps pro-
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ducers identify natural resource problems in their operation and provides technical
and financial assistance to go beyond existing conservation and deliver new environ-
mental benefits in an environmentally beneficial and cost-effective manner. CSP has
helped participants take additional steps in conservation, adopting new efficient
technologies and generating additional environmental benefits. A Pennsylvania
dairy farm was able to enhance their existing soil improvement efforts based on
cover crops, diversions, waterways, and strip cropping to incorporate a simple yet
effective cover crop mix enhancement to further their benchmark level of conserva-
tion. Their next step was to upgrade to a high residue vertical tillage implement
that will increase surface residue and further reduce soil erosion. All of these im-
provements—increased plant diversity and improved erosion control were made pos-
sible through participation in CSP.

CSP is a voluntary program available through a continuous sign-up process, with
announced cut-off dates for ranking and funding applications. Applications are eval-
uated relative to other applications addressing similar priority resource concerns to
facilitate a competitive ranking process.

In FY 2010, CSP supported conservation by obligating more than $320 million in
financial assistance funding. These funds will be used to treat 25,164,328 acres lead-
ing to more productive working lands, improved water quality and energy efficiency.
These are among the many benefits of addressing the natural resource concerns of
agricultural and forestry producers.

The FY 2012 President’s budget includes $788 million in mandatory funding for
financial and technical assistance for the Conservation Stewardship Program to en-
roll 12 million acres.

Wetlands Reserve Program

The Wetlands Reserve Program (WRP) provides technical and financial assistance
to enable eligible landowners to restore, protect and enhance valuable wetland eco-
systems, including associated habitats such as uplands, riparian areas, and
forestlands. The goal of WRP is to achieve the greatest wetlands functions and val-
ues, along with optimum wildlife habitat, on every acre enrolled in the program.
WRP addresses wetland, wildlife habitat, soil, water and related natural resource
concerns on private lands in an environmentally beneficial and cost-effective man-
ner. The program achieves solutions to local community issues related to farms,
ranches, rural lands, and other areas by establishing easements and long-term
agreements on eligible farmlands and by establishing 30 year contracts on Tribal
lands. This unique program offers landowners an opportunity to establish, at mini-
mal cost, long-term conservation and wildlife habitat enhancement practices and
protection.

During FY 2010, NRCS enrolled a total of 272,762 acres in WRP in 1,414 projects.
Of these, the majority were in easements (206,094 acres in 951 permanent ease-
ments and 61,935 acres in 30 year easements). Also during FY 2010, NRCS restored
and enhanced 129,082 acres of wetlands that are part of WRP easements and con-
tracts in prior years.

The FY 2012 President’s budget includes $785 million in mandatory funding for
financial and technical assistance for the Wetlands Reserve Program and NRCS ex-
pects to enroll 271,158 acres.

Farm and Ranch Lands Protection Program

The Farm and Ranch Lands Protection Program (FRPP) protects the nation’s
highly productive agricultural lands by providing matching funds to keep productive
farm and ranch lands in agricultural uses. Farm and ranch lands enrolled in FRPP
are protected from threats of conversion to non-agricultural uses, and remain pro-
ductive and sustainable sources of food, fiber, and feed for the nation. Keeping land
in agricultural use reduces the amount of urban pollution (nitrogen, phosphorus and
sedimentation) from land that would otherwise be converted to lawns and imper-
vious surfaces.

FRPP is helping to achieve landscape scale conservation objectives. In FY 2010,
nearly 19,000 acres of historic agricultural land, critical wildlife habitat and iconic
views in Sublette County, WY were protected through an FRPP agreement. The
Sommers-Grindstone Conservation Project includes four separate conservation ease-
ments and public fishing access on nearly 5 miles of the Green River. The agree-
ment is a partnership among landowners, the Wyoming Game and Fish Commis-
sion, the Wyoming Stock Growers Agricultural Land Trust, and an extensive list of
public and private funders, including NRCS. The easement will allow the land to
remain undeveloped—benefitting cattle and wildlife—and will ensure that the ranch
passes to another generation of ranchers. The cattle ranches are comprised of hay
meadows, riparian areas, a diversity of trees, sage-brush, high-grass prairie, and
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wetlands. The conservation easements are held by the Wyoming Stock Growers Ag-
ricultural Land Trust, and the ranches remain under the ownership and manage-
ment of the landowners. Additionally, FRPP supports the President’s America’s
Great Outdoors initiative by preserving the natural landscape features of non-ur-
banized areas and encouraging the continued agricultural uses of the lands.

In FY 2010, over 170,000 acres were enrolled in FRPP in 35 states. The average
size easement enrolled in FY 2010 was 423 acres.

The FY 2012 President’s budget includes $200 million in mandatory funding for
financial and technical assistance for the Farm and Ranch Lands Protection Pro-
gram.

Grasslands Reserve Program

The Grasslands Reserve Program (GRP) helps landowners and operators restore
and protect rangeland, pastureland, and other grassland while maintaining the
land’s suitability for grazing. Participants voluntarily limit future development and
cropping uses of the land while retaining the right to conduct common grazing prac-
tices and operations related to the production of forage and seeding.

Limiting development and providing habitat needed by threatened, endangered,
and other at-risk species, preserves agricultural heritage and green space, provides
for recreational activities and ensures the nation’s ability to produce its own food.
For example, five GRP projects in Phillips County, MT have protected nearly 30,000
acres since 2009. These projects are preserving rural ranching operations while pro-
tecting critical wildlife habitat for sage-grouse and other grassland birds. More than
80 percent of the acres in the five ranches are prime habitat for sage-grouse.

During FY 2010, the program obligated and committed $90.3 million of the finan-
cial assistance funding allocated to the states and enrolled 335,332 acres in the pro-
gram. Of the funding provided, approximately 60 percent enrolled GRP easements
and 40 percent enrolled rental contracts.

The FY 2012 President’s budget includes $67 million in mandatory funding for fi-
nancial and technical assistance for the Grasslands Reserve Program to enroll an
estimated 203,515 acres.

Healthy Forest Reserve Program

Healthy Forest Reserve Program (HFRP) assists landowners in restoring, enhanc-
ing, and protecting forest ecosystems to: (1) promote the recovery of threatened and
endangered species; (2) improve biodiversity; and (3) enhance carbon sequestration.

HFRP provides financial assistance for specific conservation actions completed by
the landowner. As funds are made available, NRCS solicits project proposals State
Conservationists have developed in cooperation with partnering organizations.
States selected for funding provide public notice of the availability of funding within
the selected area.

During FY 2010, NRCS received 164 applications in the 13 states with approved
projects. Fourteen landowners were enrolled, encompassing 5,583 acres, with finan-
cial assistance obligations valued over $6 million.

The FY 2012 President’s budget includes $9.75 million in mandatory funding for
the Healthy Forest Reserve Program.

Watershed Rehabilitation Program

The purpose of the Watershed Rehabilitation Program is to extend the service life
of dams and bring them into compliance with applicable safety and performance
standards or to decommission the dams so that they do not pose a threat to life and
property. NRCS may provide technical and financial assistance for the planning, de-
sign, and implementation of rehabilitation projects that may include upgrading or
removing the dams.

Eleven dam rehabilitations were completed in FY 2010, and there are 23 dam re-
habilitation projects currently under construction. There is one dam that is being
decommissioned. Additionally, there were 650 ongoing assessments of high hazard
dams that provided communities with technical information about the condition of
their dams and alternatives for rehabilitation for dams that do not meet Federal
dam safety standards.

The FY 2011 Final Continuing Resolution provided for $18 million in Watershed
Rehabilitation funding. The FY 2012 President’s budget does not include funding for
the Watershed Rehabilitation Program, reflecting the many difficult choices that
were made in the budget prioritizing process this year.

Watershed and Flood Prevention Operations Program

The Watershed and Flood Prevention Operations program authorizes the Sec-
retary of Agriculture to provide technical and financial assistance to entities of state
and local governments and Tribes (project sponsors) for planning and installing wa-
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tershed projects. The Watershed Protection and Flood Prevention Program is avail-
able nationwide to protect and improve watersheds up to 250,000 acres in size. Cur-
rently there are approximately 300 active small watershed projects throughout the
country. The Flood Control Act of 1944 is available only in areas authorized by Con-
gress; and these areas cover about 38 million acres in 11 states.

The FY 2011 Final Continuing Resolution did not include funding to carry out the
Watershed and Flood Prevention Operations program for the remainder of the fiscal
year. Further, the FY 2012 President’s budget does not include funding for the Wa-
tershed and Flood Prevention Operations Program, including the Watershed Oper-
ations (P.L. 78-534) and Small Watersheds (P.L. 83-566). NRCS is in the process
of conducting an orderly close-out of these programs, ensuring to the maximum ex-
tent possible that the highest priority projects are completed with the limited re-
maining funds.

Resource Conservation and Development

The Resource Conservation and Development (RC&D) Program objective is to en-
courage and improve the capability of state and local units of government and non-
profit organizations in rural areas to plan, develop, and implement programs for re-
source conservation and development. NRCS provided program administration and
assistance to RC&D areas and their volunteer nonprofit RC&D Councils.

The FY 2011 Final Continuing Resolution did not include funding to carry out the
Resource Conservation and Development program for the remainder of the fiscal
year. Further, the FY2012 President’s budget does not include funding for the Re-
source Conservation and Development program. NRCS is in the process of con-
ducting an orderly close-out of its RC&D program operations. The elimination of
funding, however, does not eliminate RC&D Councils, which may continue to oper-
ate and compete for assistance from state, local, and other Federal agencies, private
organizations, and foundations to carry out specific projects.

Conclusion

In conclusion, conservation programs play an essential role in the nation’s food
security. Conservation helps to make farms and ranches more resilient to risks—
whether from pests, disease, floods, or drought—and helps producers adapt to the
challenges. Our farmers and ranchers know better than anyone the value of clean
water, clear air and healthy soil for agricultural production. They know that land
stewardship secures the future, and they have made incredible strides to protect the
land they rely on. Through programs such as the Environmental Quality Incentives
Program and the Conservation Stewardship Program, NRCS builds partnerships
with farmers, ranchers, and forestland owners to make their operations more sus-
tainable. These conservation efforts improve soil fertility and reduce soil erosion, im-
prove fertilizer use and water use efficiency, reduce energy use, and enhance overall
productivity.

These investments in private lands conservation are good for farmers, ranchers,
and forestland owners-reduced input costs directly help the bottom line, while im-
proved soil and water quality help maintain and even enhance long-term produc-
tivity while minimizing regulatory pressures. These same investments in conserva-
tion work for all Americans, by contributing to healthy landscapes, healthy commu-
nities, and to the food security of our nation and the world.

Thank you for the opportunity to be here today to discuss the work of NRCS. I
am happy to answer any questions from the Subcommittee Members.
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The CHAIRMAN. I thank the gentleman. Thank you both for your
testimony.

The chair would like to remind Members that they will be recog-
nized for questioning in order of seniority for Members who were
here at the start of the hearing. After that, Members will be recog-
nized in order of arrival. And I appreciate Members understanding.
I am going to reserve my time for questioning.

I now recognize the Chairman of the Agriculture Committee, Mr.
Lucas, for 5 minutes.

Mr. Lucas. Thank you, Mr. Chairman.

And I do appreciate the presentation you gentlemen have given.
The challenge this Committee faces as we sit here in preparation
for a farm bill next year or perhaps if the grand discussions be-
tween the President and the leadership of both the House and the
Senate come about, a rather quicker process where the budget re-
alities are going to come to bite very challengingly. And clearly, it
is not just going to be the Commodity Title. It will be Conservation.
It will be all the programs. So I ask my questions in light of the
Committee’s preparation to make some tough, tough decisions.

Administrator, how much are we going to spend on CRP this
year, round numbers?

Mr. NELSON. Congressman, it is $1.7 billion annual rental pay-
ments.

Mr. Lucas. Chief, how much are we going to spend on CSP this
year?

Mr. WHITE. Around $600 million.

Mr. Lucas. Six hundred million dollars. How much on WRP?

Mr. WHITE. About $611 million.

Mr. Lucas. Six hundred eleven million dollars dollars?

Mr. WHITE. Yes.

Mr. Lucas. Okay. And I would take note the Chief is exactly
right. The Dam Rehabilitation Program is one of those designed to
be administered strictly on a priority basis established by the De-
partment after review of all the structures, no earmarks, no silly
games from Congress, a very straightforward way to do things. And
it has been implemented in that way.

Chief, could you explain to the Committee for just a moment
about EQIP and the difference between the approach in EQIP and
CSp?

Mr. WHITE. Mr. Lucas, I kind of think of them in two different
ways. EQIP I think is your bricks and mortar. That is your pipe-
line. That is your animal facility. That is your fence. That is your
filter strip. That is your terrace. It is things you put on the ground.
The Conservation Stewardship Program is more of management-re-
lated. It is going to be taking nutrient management and going to
precision nutrient management. It is going to be taking prescribed
grazing and advancing that. So it is more of the management. That
is the way I kind of look at them, sir.

Mr. Lucas. So from the perspective of the countryside on CRP,
if you want to participate in the program, you have to participate
within the guidelines. If you are accepted, you are signed up for 10
years. In CSP it is not so much just putting your property into the
program. You have to adjust your practices to fit the goals of CSP?
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Mr. WHITE. Well, there are priority resource concerns that vary
around the country. Each state kind of, with their state technical
committee and local workgroups, will design those. CSP is a 5 year
contract. It is renewable for another 5 years. And to get in you
have to be meeting a resource concern like soil erosion, water qual-
ity, and you have to agree to do another one. There is a lot of
additionality. In fact, in the 20,000 contracts we had at the end of
last year, Mr. Lucas, we had about 78,000 to 79,000 new practices
in there that the producers self-select. So there are things they
want to do.

Mr. Lucas. And I would note to my friends on the Subcommittee
that as we work through the next farm bill, we also have obliga-
tions under WTO, CRP being green-box compliant. CSP, because it
requires certain practices, it falls in a different category. Just for
a moment back to the cost of the various programs, at a $1.7 for
CRP, $600 million approximately for CSP, and you said $550 mil-
lion for the Wetlands Reserve Program?

Mr. WHITE. Yes, let me double-check that.

Mr. Lucas. Please. And the simple reason I bring that, in times
of tighter budgets, that looks like a pretty interesting dollar figure
per acre on WRP compared to the other two.

Mr. WHITE. It has been averaging about $2,000 an acre.

Mr. Lucas. Averaging $2,000 an acre?

Mr. WHITE. But that is long-term protection as well.

Mr. Lucas. And we signed up for how many years on the WRP?
The length of contract on the WRP?

Mr. WHITE. WRP is permanent easements, which is the bulk of
them. It could be 30 year. There is also a provision that was put
in in 2008 for 30 year tribal contract. And then there is one that
is not used very much for restoration only, 10 year contracts.

Mr. Lucas. Six hundred thirty million dollars on 10 million
acres.

Mr. WHITE. Sorry.

Mr. Lucas. I will send you some more questions later about that.

Mr. WHITE. Thank you, sir.

Mr. Lucas. And I see my time is about to expire. I would just
note to the Committee that the challenges we face—the conserva-
tion programs are the most popular. They do the most good. They
are the legacy programs, as our friends here have stated. But the
budget situation and the grand negotiations going on are going to
be so tough. We are going to have to make some extremely tough
decisions in all areas of the farm bill in a lot of things we have
done historically such as helping our California friends meet their
emissions standards brings questions to light: Is it appropriate?
How much should the Federal Government spend to meet state
standards in comparison to what it does in the rest of the country?

With that I yield back the time I don’t have. Thank you, Mr.
Chairman.

The CHAIRMAN. I thank the Chairman. I now recognize the Rank-
ing Member of the full Agriculture Committee, Congressman Peter-
son, for 5 minutes.

Mr. PETERSON. Thank you, Mr. Chairman.

First of all, Mr. White, I was having a discussion back home this
last week about CSP, and according to them, the way this is rolled
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out that there is not flexibility for the states to set their own prior-
ities, that according to them, they are having to follow national pri-
orities, which do not work in northwest Minnesota. And I heard
you say that the state technical committees were making these de-
cisions and so forth, but these are from local folks that are on the
ground saying that the way this has been put together does not
work for them. There are 25 practices that you can choose from to
get qualified and only three of the 25 actually work in that part
of the country. And so they were asking for more flexibility for the
states. So, if you would check into it, I don’t know what is going
on exactly. Maybe the state made this decision and they didn’t rec-
ognize what was going on. I don’t know.

Mr. WHITE. There are about 80 or 90 enhancements, there are
some national priorities, but we do try to fit it so I will have to get
back to you.

Mr. PETERSON. Well, for whatever reason, they claim there is
only like three things on that list that actually work in that part
of the world. So whatever.

And Chairman Lucas, you have to, when you go to sign up, you
have this list of all of these practices that you can pick and some
of them are worth more than others, but, supposedly, there is flexi-
bility there to make it work on your farm.

And I would also say on the CRP, I hope that everybody recog-
nizes what is going on. There has been talk out there about CRP.
But as we go through these signups, we are sorting this out. We
had 4.1 million acres come out this year, 4.4, million acres some-
thing like that. Pardon?

Mr. NELSON. Congressman, that is 4.4 million acres of contracts
expiring this year.

Mr. PETERSON. Right. And they only signed back up 2.9 million
acres.

Mr. NELSON. Well, 2.8 million acres, yes.

Mr. PETERSON. Oh, 2.8 million acres. And I think the number
was like you had to have 279 EBI or something to get qualified,
so this is significantly higher than what it has been, and so there
is a lot of this land out there that is coming back into production
just as we go through this process. Next year, there are going to
be 6 million acres coming out. We will probably see a similar kind
of situation where only Y2 of that is going to get back in.

I think we have a process set up here that is sorting out the land
that should be farmed, the land that shouldn’t be farmed, and I
hope we don’t go off on some tangent where we are doing some
meat-ax thing where we end up putting a bunch of land back in
production that is going to cost us crop insurance and disasters and
other things. So that is just an editorial comment.

The other thing I am concerned about is with these budget deals
that were made in the CR and so forth, there has been talk out
there that I read in news articles that you are not going to be able
to honor contracts. I just want to make sure that you have enough
money to—any contract that has been signed that there is suffi-
cient money to actually pay that contract. Is that the case?

Mr. WHITE. Mr. Peterson, that is the case. We will have enough
money to fund all of the contracts.
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Mr. PETERSON. But you probably have had to cut back on how
many additional contracts you couldn’t offer because of this?

Mr. WHITE. Not at this point.

Mr. PETERSON. Well, I thought they cut back on your appropria-
tion. Didn’t they?

Mr. WHITE. The biggest cutback we had was in the discretionary
amounts like RC&D, the Watershed Program, there were reduc-
tions in mandatory but they were just kind of the normal CHIMPs.
They were from the authorized levels. No program actually got
less. There was maybe some cut in WRP but a cut from the author-
ized level, we still saw an increase in the actual, at least for EQIP.

Mr. PETERSON. So you weren’t spending your authorized level? 1
mean just because it has been CHIMPed every year.

Mr. WHITE. For programs like EQIP, it has generally been
CHIMPed.

Mr. PETERSON. So because they have been CHIMPing it every
year, you guys just don’t spend what was authorized?

Mr. WHITE. No, sir. We can only spend what is appropriated.
And this year it will be about $1.4 billion. And I think your author-
ized level this year is $1.588.

Mr. PETERSON. Well, I thought they CHIMPed some other pro-
grams, too?

Mr. WHITE. Yes, but I don’t think that anything that is going to
result in a reduction in contracts to people.

Mr. PETERSON. So that didn’t change anything out there in terms
of-

Mr. WHITE. No. The biggest cuts we are dealing with are for dis-
cretionary with the RC&D Program, the Watershed, trying to close
those two. They affect about 400 people, 500 people. We are offer-
ing a buyout, early-out offers. No one has lost their job, and for this
year at least I think we are okay. I guess the biggest thing is WRP
was capped at 202,000 acres. Last year we enrolled like 270,000
acres, but that was an unbelievable year. That was the biggest en-
rollment year in the history of the program.

Mr. PETERSON. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. I thank the gentleman. I recognize myself for 5
minutes for questions.

Both of you mentioned the positive impacts conservation pro-
grams are having on restoration efforts in the Chesapeake Bay.
Does NRCS have specific data on how much nitrogen, phosphorus,
and sediment has been reduced in recent years, and are there pro-
jections for future reductions?

Mr. WHITE. Yes, sir. Yes, sir, we do. We embarked on this project
called the Conservation Effects Assessment Project, CEAP. We
have done one in the Chesapeake Bay and it looked at 2003, 2004,
2005. So that is kind of the baseline. And I can tell you that vol-
untary incentive-based conservation is having huge reductions in
nitrogen, phosphorus and sediment going into the Bay. If you look
at that 2005-06 baseline and you look at just the conservation we
put on since that time, we have had like a 15 percent further re-
duction in phosphorus, like a 17 percent reduction in nitrogen, and
I cannot remember the figure for sediment, but we can get that to
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you. That has just occurred since 2006. So farmers and ranchers
really are making huge strides in the Chesapeake Bay.

The CHAIRMAN. Very good. I hear a lot from aspiring young farm-
ers. Some of these folks, frankly, didn’t grow up in a farm family,
which is very impressive, somebody that wants to go into farming.
And one of the concerns that I often hear—and I have heard this
in different parts of the district is that there are often times USDA,
the programs we are talking about today offers a higher reimburse-
ment or rental rates per acre to put something into a conservation
program than what those same acres would fetch in an open mar-
ket. And frankly, I had one farmer that actually had to rent fields
a long distance from his home when there was adjoining property
that his business plan he put together, he couldn’t compete with
the government was the bottom line. Is this something that you
have heard before? Is this something that we look at, that we mon-
itor the impact of?

Mr. NELSON. Mr. Chairman, I will learn how to use that talk
button yet, sir.

Mr. Chairman, with respect to the CRP program, the 2008 Farm
Bill, as you know, now requires that the National Agricultural Sta-
tistics Service do a survey of cash rental rates in counties around
the country, and that is used as a basis for setting the CRP rental
rates. And so we now have a more solid statistical basis for defend-
ing those rates than we might have had in the past.

And just to give you some anecdotal evidence putting CRP rental
rates in perspective, I come from Chouteau County, Montana, dry
land wheat farmer out there, hometown is Fort Benton. And I was
on the farm back in the 1980s when the CRP program got started.
And the rental rates at that time were about $45 an acre. That is
the biggest wheat-producing county in the state and we still en-
rolled about 240,000 acres in CRP. So $45 back in 1986. In the lat-
est Signup 41 in Chouteau County, the average rental rate in coun-
ty was about $39. And if you take into account the consumer price
index that a dollar is worth about half now what it was back in
1986, that means that the real cash rental rates for my friends and
neighbors there in Chouteau County who participate in CRP, the
real CRP rental rate is about half now what it was. And I think
part of that, again, is that because we have a statistic service doing
that survey out there that we are pegging the CRP rental rates
closer to the market than perhaps they were in the past.

The CHAIRMAN. Very good. Thank you. My time has expired. I
am Eihinking we will probably get an opportunity for a second
round.

So I now recognize the gentleman from Pennsylvania, Mr.
Holden, for 5 minutes.

Mr. HOLDEN. Thank you, Mr. Chairman.

Chief White, you mentioned in your opening statement the
Chesapeake Bay Program, and you know Mr. Goodlatte and I
worked hard on the last farm bill with the other Members of this
Subcommittee and the full Committee to get that program into the
farm bill. Has the 2011 CR, which cut mandatory spending by $673
million hindered the ability to implement that program as we envi-
sioned it, due to the regulatory burdens that they were facing. We
thought it was so important to give them a little extra investment
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to deal with what was coming down from EPA. Have you been able
to do what we asked you to do despite the cuts in 2011?

Mr. WHITE. Yes, sir. As part of that, the Chesapeake Bay was
fully funded. It was not CHIMPed or reduced.

Mr. HOLDEN. We have no idea where the 2012 Appropriation Bill
is going to end up but we know what the House did. If it ends up
being around $1 billion in reductions in conservation, do you think
that will affect the Bay program?

Mr. WHITE. Yes. Basically, what you will have, Mr. Holden, is
fewer contracts, less conservation on the land, probably fewer peo-
ple to do that.

Mr. HOLDEN. And finally, Chief White, you mentioned farmland
preservation, and how important it is to the Commonwealth of
Pennsylvania. In the 2008 Farm Bill, as you mentioned, we had to
make some changes because we though there were some adminis-
trative problems in Pennsylvania specifically. And I was hearing
everything was going fine, but I have one county in my district,
Lebanon County, who was complaining about the ability to enter
into contracts, that there seems to still be some red tape. So this
really isn’t a question. If you could have you or your staff look into
it, is there still a problem with getting someone in your agency to
approve contracts or what the exact problem is?

Mr. WHITE. It is a problem, Mr. Holden. I take full responsibility
for it. We have not been as fast as we should have been in getting
that certified entity process out there. We have advanced how we
are looking at with Pennsylvania in particular so we hopefully have
taken care of that problem. But the root cause lies with me and
hopefully in the next 30 days we will get those rules out there for
certified entities, which will greatly streamline the process across
the country.

Mr. HOLDEN. And you don’t need anything further from us?

Mr. WHITE. No, sir.

Mr. HOLDEN. All right. Thank you.

Mr. WHITE. I have to assume blame for that one.

Mr. HOLDEN. Thanks, Mr. Chairman.

The CHAIRMAN. I thank the gentleman. I recognize the gen-
tleman from Florida, Mr. Southerland, for 5 minutes.

Mr. SOUTHERLAND. Thank you, Mr. Chairman.

Mr. White, I find your testimony refreshing, very honest. You are
passionate about what you do and thank you. And you as well, Mr.
Nelson. I know that regarding the issues that I am concerned with,
it just seems that, Mr. White, you seem to be speaking about quite
a bit of the things that interest me.

But I wanted to ask you regarding Longleaf Pine Restoration. I
am from North Florida——

Mr. WHITE. Yes.

Mr. SOUTHERLAND.—and obviously Longleaf Pine restoration is
something that is a great concern to a lot of our landowners there,
as well as our National Forest there. I understand that the Florida
NRCS and the Wildlife Habitat Incentive Program has been used
to assist landowners, increasing planting of Longleaf Pine. Can you
just elaborate to me? I am still learning about the program. Please
elaborate a little bit on USDA efforts and the services you are pro-
viding for these private landowners.
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Mr. WHITE. Thank you, sir. That is a great one. I love the
longleaf pine. When this nation was settled, we had 90 million
acres of longleaf pine. It is a gorgeous plant. It is more like a sa-
vannah grass underneath, a tree that grew up under frequent fire
regimes. And now we are down to like 3 million acres. And your
area from Mr. Goodlatte’s area to yours and swinging across the
Texas is where the longleaf were.

We are trying to work with the Forest Service, other agencies
outside of USDA, private landowners to try to restore that par-
ticular forest. And we are using mostly the Wildlife Habitat Incen-
tive Program. And when I talked a little bit about WHIP, I said
the unique thing, one of the really cool things about it is we have
a directive there to use the funding for state and national initia-
tives. This longleaf pine really came from the bottom up. It wasn’t
from me down. It came from those various states saying we need
to do something about this. And we are very pleased to cost-share
with producers to plant trees.

Another big thing is getting rid of the invasives like an Alabama
cogongrass and there is just a gob of invasive species out there.
Well, you know that being from Florida. You are like ground zero
for that. So it is helping with invasives and helping to reestablish
this tree. This tree built Williamsburg. It kept the wooden ships
afloat, built Savannah, straight, long-grain, rot-resistant, a fabu-
lous—it provides habitat for I don’t know how many hundreds of
different creatures. It is amazing.

Mr. SOUTHERLAND. Well, thank you. I am going to move on to
Everglades restoration, a little bit farther down from my neck of
the woods, but still the Everglades is an important part of our
state. And I know that WRP is a popular program in Florida, but
tell me just a little bit because it is farther down, so you under-
stand more about that than I do even thought I still have constitu-
ents in my neck of the woods who still reach out to my office.

Share with me, though, and the Committee how the WRP Wet-
land Restoration Program, it works down with the—and I know
that there are private landowners in and around the Everglades
working with you. Can you shed a little light on that? And, again,
I am asking because I don’t know as much about the program as
I perhaps need to.

Mr. WHITE. Right. I have to be careful what I say here. The Ev-
erglades is a very, very ecologically important area and a lot of dif-
ferent entities have done a lot of talk about how important it is to
restore it and we are doing something about. And this is just pri-
vate lands, working with ranchers, last year, Mr. Southerland, we
enrolled the largest contiguous block of land ever enrolled at the
WRP and it was in the northern Everglades in a place called
Fisheating Creek. It is going to have a huge, huge positive impact
on Lake Okeechobee and the Everglades water system. The ranch-
ers are going to work to restore the natural hydrology. We are
going to work with them to control the invasive species. We are
going to work with them under compatible use to make sure there
is still some production. We need that land grazed periodically.
There were I can’t remember how many landowners in this 26,000.
It was just very few. They were large landholders

Mr. SOUTHERLAND. Right.
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Mr. WHITE.—but a few years ago, this land probably would have
been in subdivisions. And now it is going to be restored. The land-
owners keep the land. They control access to it. I think it is going
to be a big, big win for the Everglades. And stay tuned for Part
two.

Mr. SOUTHERLAND. Thank you very much.

Mr. WHITE. Yes, sir.

Mr. SOUTHERLAND. Mr. Chairman, I yield back.

The CHAIRMAN. I thank the gentleman. I now recognize Ms. Pin-
gree for 5 minutes.

Ms. PINGREE. Thank you, Mr. Chairman.

Well, thank you very much for your interesting testimony this
morning. As one of the new Members of the Committee, I feel like
much of this is a tutorial for me. And I look forward to continuing
to learn more about these programs.

Perhaps my only editorial comment really is sort of meant for us
generally. I understand the chair of the Committee when he talks
about the need to make cuts. The deficit issues that we are facing
in this country and the importance of tightening our budget every-
where that we can. But considering that my other committee hap-
pens to be the House Armed Services Committee where we rarely
think about making cuts and spend far more money on what is an
essential services, of course, defense, but we also have to think
about the security around our food systems in this country. And as
you mentioned earlier this morning, our population is only increas-
ing. The needs that we are going to have for food produced in this
country I think are only going to grow. And much of what you do
in the programs that you administer are very critical to that.

So I thank you for your work, and I certainly will be doing all
I can as a brand new, highly junior Member of this Committee to
support many of these programs. And I do hear about them in my
home state. One question I want to bring forward to you is really
how one of the programs is administered. And I apologize. I am
reading off my phone so my lettering is a little strong.

But in the 2008 Farm Bill, Congress recognized the importance
of making conservation programs accessible to all farmers, includ-
ing organic producers and conventional producers interested in
transitioning to organic. I represent the State of Maine. Organic
farming has been growing there for a long time but increasingly is
of great interest on the part of the producers and consumers and
is one of the areas where farmers have been able to increase their
profits, which is a wonderful thing for all of us. We have managed
to increase the amount of farmland in our state, and the average
age of the farmer is going down. So that also is bucking a national
trend and I think showing that we can do more to produce our food
locally.

But I want to talk about the EQIP program. It has a specific pro-
vision to ensure that the program can be accessed by organic and
transitioning farmers in recognition of both the conservation oppor-
tunities here, and I think also because of the historic lack of par-
ticipation of organic producers in the conservation programs. So I
am very supportive of the implementation of this provision through
the Organic Initiative. As I said, it has been popular in Maine with
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over $700,000 provided in the fiscal assistance to Maine producers
in Fiscal Year 2010, which in our small state is actually great.

But while it has been popular, there have been some barriers to
implementation. And I hear about this not just in Maine but with
other producers I talk to about it to around the country. One of
these barriers includes the unfamiliarity with NRCS with organic
systems. Can you talk to me a little bit about the training and edu-
cational efforts to overcome this and other barriers? And to be a
little more specific, I have heard that sometimes when a
transitioning farmer visits a field office, they will find that the per-
son that they are dealing with isn’t well trained in making that
transition, doesn’t necessarily know how to help them make that,
that the field guide recommends some pesticides that wouldn’t be
qualified under organic certification. And again, where I see both
the environmental but also great economic benefits to farmers who
have been able to make this transition, get a higher price for their
products, and also do good conservation work alongside, it seems
like an important initiative. So can you fill me in on that?

Mr. WHITE. Ms. Pingree, you are absolutely right. I encountered
this when I was in Montana. We are a traditional ag agency and
this has moved us outside of our comfort zone, and it is going to
take us a while to become more familiar with the organic. I mean,
we are heck on wheels when it comes to corn, cotton, wheat, soy-
beans, cows, sheep, stuff like that, but then all of a sudden you are
talking organic, you go, “Oh my gosh.” So we are doing training for
our people. We are making some changes at headquarters that is
going to streamline it and make it more accessible to organic pro-
ducers.

What Ms. Pingree is talking about is a section of EQIP that has
organic the Secretary shall provide us. It is not a “may,” it is not
a “maybe,” it is “shall,” and we are trying to have the training and
to equip ourselves to do a better job.

I had mentioned the Conservation Innovation Grants. We did one
a couple years ago to a group of sustainable ag organic producers
who are to look at all our standards and to make sure that we have
adequately incorporated them. We have put our standards out
there to try and take care of those kinds of issues. So we are trying
to make some steps to that.

As far as funding goes, I set a $50 million limit for that. For $50
million, we are using about half of it. The rest is rolled back into
other stuff. But you also need to think you are an AMA state, ag
marketing, which has some organic in it and also the Conservation
Stewardship Program has some organic sections in it. In fact, if you
look at that 35 million acres—twice the size of the State of Maine—
enrolled in a conservation program. Pretty cool.

Ms. PINGREE. That is great. Well, thank you for your comments.

I will yield back the time I don’t have.

The CHAIRMAN. I thank the gentlelady.

And I now recognize the gentleman from Wisconsin, Mr. Ribble,
for 5 minutes.

Mr. RIBBLE. Good morning. I appreciate your testimony this
morning. And I have a question, actually, for each of you, but I will
start with Mr. White.
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I represent Wisconsin’s 8th Congressional District, which is one
of the largest dairy-producing districts in the United States. And
Wisconsin dairy farmers rely pretty heavily on EQIP and use it
pretty regularly. I am wondering if you can just talk about the cur-
rent funding allocation for livestock. Do you feel that funding is ap-
propriate and necessary? And then as a follow up, are there struc-
tural changes that need to be made to the program to ensure that
a wide range of producers can benefit from the program?

Mr. WHITE. Mr. Ribble, Wisconsin?

Mr. RIBBLE. Yes.

Mr. WHITE. I got to tell you, when you go to Wisconsin, it does
your heart good if you are a conservationist, all of those beautiful
strip crop fields, those small little dairy farms. It is just a fabulous
part of the world. We do a lot of work with dairy. EQIP has a stat-
utory requirement in it that 60 percent of the funds have to go to
livestock operations. And we have never had a problem meeting
that. And frankly, most of that money is beef production and dairy,
followed by poultry, then swine. I think that it is widely available
in your state. I know we do a lot of work with animal feeding oper-
ations, water quality aspects. I have been there. I have seen some
of the stuff. I don’t know of any access problems that we have.

Ms. Pingree mentioned the age of farmers are dropping in her
state. This Committee actually put into EQIP where five percent
of the funds have to go to beginning farmers and ranchers and five
percent has to go to socially disadvantaged producers. So from that
standpoint, we are trying to make it as broadly applicable as pos-
sible, sir.

Mr. RIBBLE. Are there formulas between larger and smaller pro-
ducing dairies?

Mr. WHITE. No, sir.

Mr. RiBBLE. No, okay. So the size of the dairy doesn’t matter?

Mr. WHITE. Size-neutral.

Mr. RiBBLE. Okay. Very good. Thank you.

Mr. Nelson, as you know, farmers nationwide are facing an ever-
increasing regulatory burden, particularly from EPA, and I hear
quite a bit from them regarding EPA. Could you maybe give some
insight into what USDA programs in your view provide the best as-
sistance for producers as they strive to meet those demands?

Mr. NELSON. Congressman, I appreciate that question because
our programs aren’t necessarily always thought of in that context.
I think they should be because, look, I am a farmer myself, and I
think it is always good when we have the opportunity as ag pro-
ducers to have a variety of conservation programs out there that
we can tailor to our individual needs on our farms and ranches.
And if we can achieve compliance with other regulations at the na-
tional or state level in that manner, that is great. And so I think
the approach of a partnership between Federal Government, in
some cases state government, and individual farmers and ranchers
out there on a voluntary basis to achieve goals like preventing ni-
trates into the Mississippi river or the Chesapeake Bay, that is a
great approach and is the kind of public-private partnerships that
are good for all of us.

Mr. RIBBLE. Are those partnerships available? Are you working
in a collaborative effort with producers around the country?
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Mr. NELSON. Yes. Virtually all of the programs that both Chief
White and I have talked about here today are collaborative efforts.
In some cases, Chief White’s agency works with organizations and
larger entities. Farm Service Agency, we work with individual agri-
cultural producers on their individual farms. And, for example, the
Conservation Reserve Enhancement Program, the first area we
talked about Chesapeake Bay a little bit before and what NRCS is
doing there. FSA has a Conservation Reserve Enhancement Pro-
gram area that goes right along, works hand-in-hand with NRCS
that gives individual producers the opportunity to enroll on a con-
tinuous basis on CRP in that area. And that prevents the leaching
of nitrates into the Bay that is so problematic.

As a matter of fact, as Mr. White talked about earlier, the as-
sessment that they did earlier that we in FSA worked together
with them on shows that that effort alone has resulted in reducing
the levels of nitrogen off every acre down about 79 pounds an acre.
And I tell you, 79 pounds of nitrogen an acre would grow one heck
of a lot of winter wheat out in Montana. So it is significant.

Mr. RiBBLE. All right. Thank you very much.

The CHAIRMAN. I thank the gentleman.

I recognize Ms. Fudge from Ohio.

Ms. FUuDGE. Thank you very much, Mr. Chairman. And thank
you both, gentlemen, for your testimony today.

Chief White, I do want to follow up on a question that was just
asked by my colleague. Under EQIP, the 2008 Farm Bill authorized
increased payments for socially disadvantaged farmers, ranchers,
and beginning producers. There were also incentives for organic op-
erations. At that time there was a lot of discussion, obviously,
about these incentives which some may have even called pref-
erences at the time as best I can glean from that. I wasn’t on the
Committee. I am a new Member.

A couple of questions. Was there some projection at the time as
to how many producers would take advantage of these incentives
and do you know to date how many socially disadvantaged and be-
ginning producers have, in fact, taken advantage of the incentives?

Mr. WHITE. Thanks, Ms. Fudge. I can get you those numbers on
how many are doing it. I can tell you we blow away that five per-
cent every year, far beyond, both beginners and socially disadvan-
taged. And what it essentially means is if you are a beginning
farmer/rancher, socially disadvantaged, you can get up to 90 per-
cent cost-share or 15 percent above whatever the prevailing rate is
because rates vary, but a maximum of 90 percent. I can tell you
it is very popular. You may know Secretary Vilsack has embarked
on his “strike force” where we are trying to do specific, more tar-
geted outreach to make sure we reach our underserved commu-
nities. We are participating in that. My personal feeling is it has
been extraordinarily successful, ma’am.

Ms. FUDGE. So then, in fact, you do believe that there has been
a very positive impact with these programs?

Mr. WHITE. Oh, yes, ma’am.

Ms. FUDGE. And is there something that you think we should
consider changing that would make it—that there would be more
participation—which at this point I am not sure that you really
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need—or include other groups? Do you think there needs to be
some change in it?

Mr. WHITE. No, because we view that five percent as a floor, not
a ceiling.

Ms. FUDGE. Okay. Thank you.

Mr. Nelson, Section 2101 of the 2002 Farm Bill provided for use
of Conservation Reserve Program, CRP, land to be used to grow
biomass or place wind turbines on that acreage. Businesses in my
district are working to place wind turbines and to develop other re-
newable energy solutions. As you know, renewable energy is impor-
tant for job creation and to sustain our environment. Have busi-
nesses and other organizations approached NRCS about using this
land to grow biomass or to place wind turbines? Do you know?

Mr. NELSON. I am sorry, ma’am. I wasn’t quite sure your ques-
tion, but we have implemented the provision of the farm bill with
respect to the placement of wind turbines on Conservation Reserve
Program acreage, and what we do in that case is essentially the
footprint of the wind turbine would be penalty-free take-out of the
CRP program. So we have implemented that.

Ms. FUuDGE. All right. So have people taken advantage of it?

Mr. NELSON. Yes. Yes. And we will provide you with some spe-
cific figures on that.

Ms. FUDGE. Okay.

Mr. NELSON. Be more than happy to.

Ms. FUDGE. Thank you. I look forward to it. Thank you.

Mr. NELSON. Thank you.

Ms. FUDGE. Mr. Chairman, I yield back.

The CHAIRMAN. I thank the gentlelady and I recognize Mr.
Hultgren from Illinois for 5 minutes.

Mr. HULTGREN. Thank you, Mr. Chairman.

Thank you. I apologize. It is a busy day with a lot of committees
going on, but I appreciate you being here, appreciate the work that
you’re doing.

Question for you: I wonder if I could get a response from both
of you. Farmers and ranchers continue to face environmental regu-
lations that increase costs and can drive producers out of business.
We all know that. What program provides the most benefit to pro-
ducers to assist with these mounting regulations?

Mr. NELSON. Well, with respect to Farm Service Agency, it is a
Conservation Reserve Program which is our largest program. And
that gives individual producers the opportunity to participate in
things like the continuous signup practices of buffer strips and
other practices where you enroll very highly environmentally sen-
sitive land that is actually protecting larger acreages. And that
helps with the individual producer’s compliance with other regula-
tions. And I believe that any time an individual farmer or rancher
has the opportunity to enter into a partnership with the Federal
Government or state or local agencies through, again, a voluntary
program and achieve not only the benefits of that program but
compliance with other environmental regulations, that is a good
thing for all of us.

Mr. WHITE. Mr. Hultgren, from my perspective, four letters:
EQIP, Environmental Quality Incentive Program. We have a statu-
tory provision in there that says one purpose of the program is to
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help producers meet or avoid the need for regulation. And with
that statement, you have stood NRCS as the shield arm between
the regulatory agencies and our producers. And you have arrayed
the strategic forces of 11,000 or 12,000 highly trained technical
people with billions of dollars at their disposal to help producers
meet or avoid regulation. And I don’t mean this in a pejorative
sense, but we take that very seriously. And I could die a happy per-
son if I could turn the regulatory community into the Maytag Re-
pairman.

Mr. HULTGREN. One of the things that we know is there is a lot
of overlap and some duplication in programs. I just wonder, with
overlap and duplication in conservation programs, does it produce
any challenges for producers who may participate in multiple pro-
grams?

Mr. WHITE. In a word, yes. But go ahead.

Mr. NELSON. Well, I think there is some duplication but there
are also complementary programs. And we will look forward to
working with you as you get into the farm bill and our technical
folks will provide you with all of the information that we can and
assistance that we can with respect to the administration of pro-
grams and our experience working with producers.

But one of the things that I would like to emphasize—and again,
this is coming from a producer point of view—is that it is a good
thing to have a lot of different alternatives out there, alternatives
that will work as well in Montana as they will in Florida or in Illi-
nois because some programs that work in some parts of the country
don’t work in other parts of the country. And the more alternatives
that individual producers have to voluntarily participate in these
programs, the more you can tailor and shape them to your indi-
vidual farming operation. And that gives us a better chance of get-
ting more conservation on the land, which is what the whole thing
is about.

So again, we look forward to working with you and providing you
with any information that we can that will help you in those delib-
erations, but we also want to make sure that we continue to give
the full range of options to producers in every part of the country
to increase the amount of conservation on the land.

Mr. WHITE. I will just briefly add to that. I agree with what Ad-
ministrator Nelson has said. It is good to have a full toolbox. But
that said, in each of your packets, we have provided you with a ma-
trix, and in that matrix it shows side-by-side all the easement pro-
grams and it shows side-by-side all the cost-share programs. If you
are a field person, you have to know the rules for all of them. You
have to know which you need AGI for, which are HEL-compliant,
which don’t need it, which are no-year funds, which are one year—
you can see the differences across this matrix and it makes it very
complex for our people. It makes it complex for our producers. The
matrix will speak for itself, sir. And I think that while we need
that toolbox where you have enough implements in there, I don’t
know that we need as many as we have.

Mr. HULTGREN. Well, thank you both. My time is up but I do ap-
preciate you being here. I appreciate your answers to questions. I
look forward to continuing this discussion as we go forward in the
farm bill. T do think it is important for us to be looking at. I think
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it has been kind of a piecemeal approach in the past on this, but
there are ways we can find more of an understandable and easier-
ti)l—navigate process that works. I am hoping we can get there with
that.

I yield back. Thank you.

The CHAIRMAN. I thank the gentleman and I recognize Mr.
Schrader, from Oregon, for 5 minutes.

Mr. SCHRADER. Thank you, Mr. Chairman. Well, I really appre-
ciate Mr. White’s final comments there because to the uninitiated
or relatively uninitiated, even though I am a farmer, this is a pret-
ty complex arena with multiple programs. And I have never seen
an agency yet or a program yet that didn’t think it was pure and
important in and of itself and does something terribly distinct and
different than the other program that is very similar and almost
duplicative to it. So I appreciate the emphasis on that.

I guess my challenge to both of you, both FSA and NRCS would
be to look at the outcomes. I mean instead of we as legislators tend
to come up with brilliant new programs that are going to fit in a
variety of areas, usually ours, and get us great results, but I think
to get past that sort of multiplicity of management schemes and
the duplication that is evident there, maybe we should focus on
outcomes. Which of these different programs give us the biggest
bang for the buck? What is the cost per acre of each of these dif-
ferent programs? What relative level of nitrates or phosphates are
prevented from going in the rivers and streams given the different
types of programs? What sediment doesn’t occur or does occur as
a result? That would give us a much more informed input as to
which programs are the biggest bang for the buck in these tough
times and doing great work.

There are probably some other intangible concerns we also want
to know, but I guess I would really hope this Committee would
focus on helping the agency develop outcomes that we can measure
so that all the variety of programs—I don’t care what program you
use if you get good results. You can go to Tahiti for 2 weeks, I don’t
care, as long as the air quality and the water quality gets a little
better as a result of what you are doing. So I just would challenge
you in that regard.

A series of comments that I don’t need answers to right now but
would like at some point a response. The TIP subprogram as part
of the CRP program, what is the management overlay or duplica-
tion or whatever in that regard? It would seem that the ECP pro-
gram could be duplicative of other disaster relief programs. I just
need information as to how it is not, why we need this particular
one for farm and forestland. The VPA-HIP program, while a nice
program and I am a big fan of hunting and fishing, too—I am not
sure, given our budget limitations, that is one I would put a whole
heck of a lot of money in, but I stand to be corrected on that. And
the idea of having both NRCS and FSA manage the Grassland Re-
serve Program seems a little cumbersome to me, so I would be curi-
ous as to why we have gotten into that area.

On the positive side, it is nice to see that some of the programs
that were enacted in the 1930s, 1940s, 1950s, and 1960s are
transitioning away, not that they are not important but perhaps
less important than some of the programs that we have identified
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for the 21st century. I think that is important but hope that both
agencies would continue to look at that.

I guess the big question I have is—I come from Oregon and half
my state is forestland. And 40 percent of that is private forestland.
And I think we are missing the mark on our forestland programs.
The information I have, only six percent of EQIP funding goes to
forestland, despite increases recently. I recognize the increases.
Only six percent with the emphasis on carbon sequestration, air
quality, wildfires, invasive species ruining one of our greatest nat-
ural resources that built this country, that has me greatly con-
cerned. And the Beginning Farmer and Rancher Development Pro-
gram, only three percent is dedicated towards forest stewardship
and new forestry.

So I am just very, very concerned that forestry is getting a real
short end of the stick in these conservation programs in the Agri-
culture Department and Natural Resources Conservation Service. I
would hope that we would look at that a little more closely and
beef those programs up as we get rid of some of the duplication in
other areas.

So with that, I yield back, Mr. Chairman.

The CHAIRMAN. I thank the gentleman.

And I wanted to take the opportunity for a second round for any-
one that has questions. I exercise that liberty first for 5 minutes.

Chief White, you have expressed an interest in having more em-
ployees on the farm rather than behind a desk at NRCS offices.
Can you give us an update on where you are in this process?

Mr. WHITE. Two items I will cover with you briefly, Mr. Chair-
man, that I can think of off the top of my head is the Conservation
Delivery Streamlining Initiative. We are looking at our whole busi-
ness processes. The outcome goal, we want to eliminate 80 percent
of the administrative clerical tasks from our field office and free up
75 percent of their time for direct working with farmers. If we can
pull this off, Mr. Chairman, it is the equivalent of adding more
than a thousand people to our workforce. It is going to free up that
much time.

The second thing I would add is that I have recently challenged
our State Conservationists. Hugh Hammond Bennett created this
agency back in the 1930s. When he retired in 1952, 90 percent of
the Soil Conservation Service employees were in direct field posi-
tions. And by golly, if Hugh Hammond Bennett could do it, why
can’t we? So I asked the State Conservationists, what are you going
to have to do in Florida, in Pennsylvania, or wherever you may be
if we want 90 percent of our technical staff be in direct service to
producers? And they came back with all kinds of cool ideas. We are
going to start implementing them, and my hope is that despite any
budget cuts we can actually end up with more people on those front
lines providing direct service to producers.

The CHAIRMAN. Well, I congratulate you for your efforts. I think
there is many of us that when you are successful, we may want to
replicate that process across all parts of the Federal Government.

Mr. WHITE. I am not running for President yet.

The CHAIRMAN. Okay. And this is just my observation and I may
be incorrect, but it seems like the last farm bill, in terms of the
balance between direct technical assistance at what I would call
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boots on the ground in programs, there was an emphasis more pri-
marily on programs. And I am concerned that perhaps we skewed
too far and I just see a lot of value of those boots on the ground,
those folks that provide the technical assistance to help the farm-
ers make the right decisions, to be that present resource.

And just to both panelists, I just want to get your perspectives
on that as we approach the next farm bill. Do you see the 2008
Farm Bill kind of skewed in that direction, more programs, less
technical assistance, and should that be something that we should
move back if not a 50-50 at least more technical assistance?

Mr. WHITE. Well, I agree with you. And I think the 2008 Farm
Bill made some clarifications in technical assistance we are finding
very valuable now. And technical assistance, I mean we talk about
it, but what does it really mean? There are some books here that
I brought just in case somebody would ask about TA. Those two
books at the end are for one animal confined feeding operation, the
technical documents it took for the design specifications. This right
here is a 29 head dairy lining a pond, and a separator. This is the
construction of a 5.3 mile pipeline for a rancher. This is converting
a flood irrigation system to a sprinkler.

And if you look at the technical drawings that are throughout
this, it is absolutely vital that we keep those highly trained men
and women out there on the land. I have been in this business for
a long time. I have yet to see a Keebler elf come out and help us
with this. This is done by highly trained men and women. We need
to keep them there. We need more boots on the ground. But I will
also say this, Mr. Chairman. I don’t care whose foot is in that boot.
And if we can make arrangements with state agencies, conserva-
tion districts, nonprofit groups, ag organizations to get the feet in
those boots, that is what we will do. This past year we took $20
million—you may have heard of this Strategic Watershed Action
Teams—we leveraged it, that $20 million, turned into $30 million
and it gave us, oh gosh, 450 boots on the ground. They are non-
Federal, but they are going to be working alongside of us.

The CHAIRMAN. Very good. Mr. Nelson, any thoughts on this
issue?

Mr. NELSON. Well, yes, I think one of the interesting things
about this discussion is that is points out there are some dif-
ferences between Farm Service Agency and NRCS. NRCS is a tech-
nical agency. And as Chief White said and I think everybody would
like to have, their folks do best when they are out in the field. They
arrange conservationists and engineers who are out in the field and
not in the offices doing paperwork. And so we have already had
discussions about how we at FSA, which tends to be an administra-
tive agency that is more paperwork-oriented, can actually support
and help that effort, because in these times when we are tightening
our belts, we are all going to have to be more efficient in the way
we do things.

The challenge for us in FSA is to how we can technologically get
to the point where we need to be. As you know, we are going
through a terrible transition from 1970s and 1980s computer tech-
nology to 21st century computer technology, and that has been very
difficult not only on our employees, but it is actually difficult on the
producers as well.
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I was privileged a couple of weeks ago to come up here and be
part of a demonstration for folks of a project, a long-overdue project
in the Agency to update our computer systems and our software so
that we are actually into the 21st century with this MIDAS project.
And I appreciated everybody’s participation in that because it is
going to make us a lot more efficient. And it is going to make us
not only better able to serve producers but produce information in
response to requests from you folks because I can tell you right
now that in putting together the answer to these audit question-
naires because of all of the different computer systems we are
working with in FSA, we had to put word out literally to our coun-
ty offices across the country in some cases to put this information
together. That doesn’t make any sense.

And so this move, like I say, is not only going to be a big help
to the Agency, it is going to be a big help to you and to our pro-
ducers as well. So we have to operate more efficiently and we have
to get to a point where we do more online with our producers so
that they can sit at home and do their work with not only Farm
Service Agency but NRCS and other USDA agencies as well, be-
cause our producers are in the 21st century but we are not. And
so we have to catch up with them in this case. And we are working
hard on that. And again, we really appreciated the opportunity to
come up here and visit with you about it and look forward to the
future opportunities to do that. And all of that will help both of our
agencies.

Mr. WHITE. Can I respond one more time? I would like to put to
rest an old canard about the animosity or the conflict or the turf
battles that occur between NRCS and FSA. We really don’t have
time for that. Mr. Nelson and I have talked on how we can work
better together, and our commitment to you is that we will do that.
And not only are we going to work better together but we are going
to work better together for the benefit of the American producer
and for the American taxpayer.

The CHAIRMAN. And I know we all appreciate that.

I now recognize the gentlelady from Alabama for 5 minutes of
questioning.

Mrs. RoBY. Thank you so much, Mr. Chairman. Thank you both
for being here.

Just last Thursday, we held a 2 hour listening session with farm-
ers in Alabama, and I did it in conjunction with our Agriculture
Commissioner John McMillan, and the number one issue that kept
coming up over and over again was CRP. And this isn’t the first
time I have heard it. And for Alabama, this program was definitely
useful in the beginning, taking marginal lands out of production,
but as time has gone on and more and more viable land is being
shifted out of production into longleaf pine. And one of the issues
that has been discussed is Alabama, it would be much more valu-
able to have to option of grass, which would make it easier to move
that land back into production if needed.

Another issue is that farmers are competing against the Federal
Government in finding land to rent and oftentimes, the presence of
the government causes the prices of land to increase drastically.
And interestingly enough, one of the farmers who participated in
our listening session last week that brought up and had concerns
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about the CRP was a timber owner, and he said that the conver-
sion of cropland to longleaf pine has hurt him because it impacts,
of course, the price of the timber produced. And so my question to
both of you is whether Alabama is unique in seeing the usefulness
of CRP diminishing? Or has CRP served its purpose and is no
longer needed? And what changes might we make to CRP to ensure
that much-needed land stays in productive agriculture?

Mr. NELSON. Well, I appreciate the question because we just, as
you know, finished with CRP general Signup 41, and I think it is
important to note that even in this time of high commodity prices
that producers voluntarily around the country offered 3.8 million
acres into that program. And so in response to your question, I
think the producers have shown that there is still great interest in
participation in CRP, at least around the country.

Mrs. RoBY. But the people operating the land are not necessarily
producers because there is so much land that our farmers rent or
lease to produce, and it is up to the landowner to shift that into
the CRP program and thus takes that property, then, out of pro-
duction for those farmers who just want to farm.

Mr. NELSON. Congresswoman, we would be more than happy to
visit with you further about this and to provide you with the infor-
mation about the CRP participation in Alabama. And I think it is
important to note one other thing, too, that could be affecting this,
and that is that there was established down in the Gulf Coast and
Atlantic Coast region and including Florida a national conservation
priority area for longleaf pine. It does, in fact, give producers addi-
tional environmental benefits index points when they go to enroll
land in the Conservation Reserve Program. And certainly, before
we will go forward with another general signup, the question of
whether these conservation priority areas are one that I am sure
you will look at in Congress and we will certainly look at within
the Farm Service Agency. So I would look forward to talking fur-
ther with you about that.

Mrs. RoBY. Well, as the Ranking Member pointed out, he said
there is what, 4.1 million acres coming out, but the problem is is
that it is very, very costly to then convert that property back into
productive farm use. And so that is a tremendous concern in my
State of Alabama because of this program.

Mr. White, do you have anything to add?

Mr. WHITE. Earlier, when you were out, we had a discussion
about how wonderful longleaf pines were. NRCS is certainly work-
ing with producers on cost-share programs, working lands pro-
grams on a voluntary basis for producers who want to do that. Cer-
tainly, Alabama is in the belt where those trees were from.

I guess I hear this from time to time but the beautiful thing
about voluntary conservation programs, if you don’t want to do it,
you don’t have to. And I would not want to take the right of some-
one else away to enter into a voluntary conservation program of
which the CRP certainly is one.

Mrs. RoBY. And my time is expired but I just would add to that
that it is for our farmers, the concern is because of the existence
of the program, maybe its usefulness has run out because we do
need to provide for all of those, as you referenced, millions——

Mr. WHITE. Yes, ma’am.
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Mrs. RoBY.—of mouths that are going to need to be fed. So that
is the point of my question. And I appreciate both of you being
here. And Mr. Chairman, I yield back.

The CHAIRMAN. I thank the gentlelady.

I recognize the gentleman from Florida for any additional ques-
tions.

Mr. SOUTHERLAND. Just to kind of follow up on that statement,
I think one of the challenges of the longleaf pine, as you know, the
woodpecker issue down there in our area—so when you have one
agency that is trying to encourage you to come in and help re-
store—and I agree with everything you said, Chief, about the
longleaf pine and how beautiful it is, and I think we are doing
some incredible things down in North Florida, especially with the
Tall Timbers organization down there. When you assist in helping
us plant longleaf pine only to have the redheaded woodpecker come
in, then you will never be able to harvest your timber because of
regulations. So if they are identified on your property, please be-
lieve me, there are many that say as a result of them coming here
and making them your home, you can’t cut. But that is just a fol-
low-up comment to Mrs. Roby.

I want to ask a couple questions. I know regarding CRP, you
know—and again I am learning these programs—but what pen-
alties does a landowner face if he opts out of CRP contract and
what flexibility is currently available, if any, to allow landowners
out of a CRP contract?

Mr. NELSON. Well, I appreciate that question because CRP,
again, we just went through a general signup, and so the issue has
been in front of the Department and the country. And the Sec-
retary does have the authority to do penalty-free early-outs——

Mr. SOUTHERLAND. Okay.

Mr. NELSON.—under CRP. The policy at the present time is that
if a producer wants to voluntarily opt out of the program that they
would have to pay back the rental payments that they had received
and there would be liquidated damages of 25 percent on the rental
payments they had received and 25 percent liquidated damages on
any cost-share assistance they had received and possibly interest
as well. So that is the current policy.

Mr. SOUTHERLAND. That sounds like that was designed by the
IRS.

Mr. WHITE. Mr. Southerland, can I address that?

Mr. SOUTHERLAND. Sure.

Mr. WHITE. I am going to take you back a little bit. The guys we
are cost-sharing with for longleaf pine, they are going to cut that
thing or projected in, what, 20, 30 years?

Mr. SOUTHERLAND. No, it is longleaf pine you are looking at clos-
er to 50 years.

Mr. WHITE. Okay. Well

Mr. SOUTHERLAND. And that is another issue. You know, there
are some other crops, certainly, that one could say obviously we
need to address longleaf pine but maybe some other species that
we can also plant in order to return an investment for the land-
owner.

Mr. WHITE. But I am going to check on that, whether you can
cut them or not, because I think you can.
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Mr. SOUTHERLAND. Well, I know this. I know that we have a Na-
tional Forest down there and the National Forest because of the
woodpecker has been turned into basically a national park. And in
the rural county where having logging operations in these rural
counties has been shut down because of the woodpecker, and they
basically have taken a National Forest and made it a national
park, it is creating economic damage to these communities. And so
it something very near and dear to my heart. And so I think some
flexibility there would be good because I do believe that the
longleaf pine is worth pursuing. I mean it is a great thing. But,
yes, anything you can check on that, that would be good.

Mr. WHITE. I will get back to you, sir.

Mr. SOUTHERLAND. Thank you.

And my follow-up question, what programs have wildlife compo-
nents—hold on. My question here is messed up. Let me shift here.
What percentage of funding under EQIP makes it to the producer?

Mr. WHITE. About 75 percent. About 20—the numbers vary from
year to year, sir, but it is normally—the technical assistant gen-
erally runs from 20 to 25 percent.

Mr. SOUTHERLAND. Okay.

Mr. WHITE. And that is what buys these books that I just
showed.

Mr. SOUTHERLAND. I got you. And last, on just a statement on
the budget cuts, I appreciate your can-do attitude because the
American people are given a dollar amount that they have to live
within and they have a can-do attitude that they are going to make
it work. And I have heard you display that this morning and it is
refreshing. And so I just want to tell you how much I appreciate
the way both of you have testified before us this morning. Thank
you very much.

Mr. WHITE. Listen, I am an American. I am not going to crawl
up in a fetal position and cry myself to sleep.

er.dSOUTHERLAND. Well, that is not how this country was found-
ed and——

Mr. WHITE. I am going to try to do what I can do.

Mr. SOUTHERLAND.—and I don’t believe you would. So thank you
very much. I yield back.

The CHAIRMAN. The gentleman yields back. And I recognize the
gentleman from Illinois for any additional questions.

Mr. HULTGREN. Thank you, Mr. Chairman, just a couple.

I wondered if you could explain the Conservation Innovation
Grants. Tell me a little bit more what they are, and also let me
know, if you would, the success rate for these innovation projects
eventually becoming adopted conservation practices?

Mr. WHITE. Yes, sir. I am assuming you are referring to the one
that is supposed to bridge Death Valley, to take promising research
and try and figure out how it can be broadly applied to the land.
We have had some spectacular successes and we have had some
spectacular failures. I can get you more of a rundown on which is
which on that, but I think in the area of feed management, we
have seen some extraordinary results from the University of Wash-
ington. Odor control, I think that was Wisconsin Department of Ag-
riculture did some wonderful work on how to do better odor control,
precision agriculture, water quality. We have had some really good
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stuff, but we have also had some things that just did not work out.
And I am trying, frankly, to get my arms wrapped around it better
and I will have to get back to you on some of this, sir.

Mr. HULTGREN. Is your sense that most of them are working,
most of them not working, just to kind of gauge a success rate? Is
it possible to do that? And again, it is for the Conservation Innova-
tion Grants.

Mr. WHITE. Maybe 75-25.

Mr. HULTGREN. Working to not working?

Mr. WHITE. Yes, and that is kind of an estimate. So can I revise
and extend my remarks?

Mr. HULTGREN. Yes.

Mr. WHITE. Okay.

Mr. HULTGREN. That would be good. Yes, and if you can let us
know if there is more feel to that. For me my concern is money that
is being spent, is it being useful?

Mr. WHITE. Exactly.

Mr. HULTGREN. So it is not numbers of success but dollars being
spent leading to real innovation that is actually being used out in
the field.

Mr. WHITE. Got you.

Mr. HULTGREN. Switching over to the Conservation Stewardship
Program, what percentage of funds for the Conservation Steward-
ship Program are used to pay for things farmers already have done
and how much is used to encourage new practices?

Mr. WHITE. Okay. The law says you will pay to maintain existing
and to create additional. We have put an emphasis on the addi-
tional. Right now, that annual payment is roughly split 60—40, 60
percent for new stuff, 40 for the maintenance of existing.

Mr. HULTGREN. Okay. Kind of wrapping up and getting back to
the first round of questions. I guess I would like to just get some
thoughts from you. We talked a little bit about going into the farm
bill and really looking for ways—certainly, we want options out
there, but at the same time we don’t want to be tripping over op-
tions and having it with limited resources where we are not being
as effective as we possibly can be. So I wondered, do you think is
there a more comprehensive way to provide environmental benefits
to our farmers and ranchers instead of the piecemeal approach that
Congress has provided over the last 25 years? If you think there
is, give me some sense of what that would be.

Mr. WHITE. You go first.

Mr. NELSON. Well, I think again, as I said earlier, the challenge
here is to look at all of these programs and figure out ways which
we absolutely need to do to both operate them more efficiently and
make them more effective to farmers. But as I also talked about
earlier, to do that in a way that we don’t take alternatives away
from farmers and ranchers around the country so that, again, a
farmer in my State of Montana, your State of Illinois, they are not
going to need exactly the same thing.

So it isn’t an easy thing to do, but we need to figure out a way
to do it because like it or not, we are facing budget challenges here.
We have had to tighten our belts. You know, I had to do that back
on the farm. I had to do that when I was in the Governor’s office
back in Helena. And we are going to have to do it. So, again, the
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challenge is to figure out a way to become more efficient in the ad-
ministration of programs, make them more effective for the indi-
vidual producers, and not take alternatives away so that we can
continue to make sure our producers in every area in the country
have the full range of options. And I think all of the programs need
to be on the table that both agencies are involved with, and we are
certainly looking forward to working with you on that and pro-
viding you our technical assistance and our experience in adminis-
tration of the programs and working with producers on the best
ways to do that.

Mr. WHITE. I think Mr. Nelson said that very well. One of the
things that we all have to recognize is every program is there for
a reason. And they have all done some great work and they all
have a constituent base and we need to respect that as we move
forward. But your challenge is, in this budget climate, how do you
increase the efficiency? How do we do a better job and still provide
the producers with what they need in the area of conservation.

Mr. HULTGREN. Yes, just in closing, I do think that is our chal-
lenge. I think recognition that we want to see results for money
that is being spent, especially with limited dollars. Programs that
made sense 10 years ago may not make sense any longer. And I
get concerned when the focus is more on agenda rather than on
real results. And so, anyhow, I look forward to working with you.
I know this is just a first step of a long process that is coming for-
ward. Thank you both.

I yield back.

The CHAIRMAN. I thank the gentleman. I thank all Committee
Members. And Administrator Nelson, Chief White, thank you so
much for your service and your testimony here today. Your prepa-
ration coming in, very well prepared. I think this hearing was very
informative. Frankly, we have a lot of work to do as we continue
down the road of preparing for this next farm bill. And as has been
mentioned many times, these are challenging times with the debt
and the fiscal situation we are in, but we never should forget that
as Americans we enjoy, frankly, the most affordable, highest-qual-
ity, and safest food supply of anywhere in the world. And the big-
gest threat to our national security by far would be at whatever
point we would rely on a foreign country to provide that for us. So
we are blessed not to be in that position.

I certainly appreciate the work of FSA and NRCS and the fact
that you work together, collaboratively. And certainly we look for-
ward to working with you as we continue forward in this process.
So thank you all so much.

Under the rules of the Committee, the record of today’s hearing
will remain open for 10 calendar days to receive additional mate-
rial and supplementary written responses from the witnesses to
any question posed by a Member. This hearing of the Sub-
committee on Conservation, Energy, and Forestry is adjourned.

[Whereupon, at 11:56 a.m., the Subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]



96



97

SUBMITTED LETTER BY MARK G. HUNTLEY, PRESIDENT, IRRIGATION ASSOCIATION
July 18, 2011

Hon. GLENN THOMPSON,

Chairman,

Subcommittee on Conservation, Energy, and Forestry
House Committee on Agriculture,

Washington, D.C.;

Hon. TiM HOLDEN,

Ranking Minority Member,

Subcommittee on Conservation, Energy, and Forestry
House Committee on Agriculture,

Washington, D.C.

Chairman Thompson and Ranking Member Holden:

On behalf of the members of the Irrigation Association, thank you for the oppor-
tunity to offer our perspective on USDA’s conservation programs. Our industry ap-
preciates your focus and leadership on this issue, as we believe that the conserva-
tion title of the farm bill is important to the long-term viability of U.S. agriculture
and meeting the demands of our current and future generations, as well as a sound
and sustainable environment.

The Irrigation Association is a trade association representing approximately 2,000
member companies in the irrigation industry. Our members include irrigation prod-
uct manufacturers, dealers, distributors, contractors and end users in the agricul-
tural and landscape industries. The mission of the Irrigation Association is to pro-
mote efficient irrigation technologies, products and services, and our expertise lies
in ensuring every drop of water applied to a crop is done so in an efficient manner,
thus leading to more agricultural output per unit of input.

I would like to begin by discussing the USDA’s Environmental Quality Incentives
Program. As you know, EQIP is a voluntary conservation program, which provides
financial and technical assistance to farmers and ranchers who face threats to soil,
water, air, and related natural resources on their land. Through EQIP, the NRCS
develops contracts with agricultural producers to implement conservation practices,
which address on-farm environmental natural resource opportunities and chal-
lenges. Even though this program is an incentive program for agricultural pro-
ducers, this is first and foremost an environmental quality program. For example,
if an agricultural producer were to invest in more efficient irrigation technologies
and products; not only would that producer see a decrease in the amount of water
used to produce the same amount of yield, the producer will also see a decrease in
run-off (leading to an increase in water quality) and an increase in energy efficiency
(using the energy embedded in the water used for irrigation in an efficient manner),
among other recognized environmental benefits. It is our belief that the further
investment in this environmental quality program is much more effective
than increased regulations placed on U.S. agricultural producers.

From 1997 to 2010, EQIP has been a strong supporter of promoting efficient irri-
gation technology and products. During this time, three of the top ten projects fund-
ed by EQIP have been focused on irrigation:
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Top 10 EQIP Funded Projects (1997-2010)
@ Waste Storage Facility (A)

$129,322,412 (J) M Irrigation System, Sprinkler (B)
$153,904,155 (1) $470,312,947 (A)

$161,412,893 (H)

O Fence (C)
0O Brush Management (D)
$172,665,527 (G) M Fipeline (E)

m lrr. Pipeline, High Pressure U-G

Plastic (F)
$423,750,329 (B
$177,795,771 (F) ®  mResidue Management, No Til &
Strip Till (G)
O Nutrient Management (H)
$179,510,370 (E)
$202,016,337 (D) $293,268,652 (C) W Irrigation System, Micro (1)

M Pasture & Hayland Planting (J)

Source: NRCS.

Specific to irrigation projects, EQIP works with the producer, through the tech-
nical service provider program, to determine the best technology, design and prac-
tices to ensure that every drop of water is being used in the most efficient way pos-
sible, while ensuring that the investment makes financial sense for the producer.
In fact, the Irrigation Association works collaboratively with the NRCS through a
Memorandum of Understanding that qualifies our certified irrigation designers to
participate in the TSP program.

Through these investments in efficient irrigation technologies and products, the
effects on the environment have been very positive, as we’ve seen documented
through the USDA’s Conservation Effects Assessment Program.

Next, I would like to spend a moment discussing some of the challenges currently
facing American agriculture.

According to the Global Harvest Initiative, the global population is expected grow
to more than nine billion people by 2040, an increase of nearly 50 percent from to-
day’s level. In this same time period, global agriculture will be required to double
its productivity in the face of limited water resources.

Feeding more than nine billion people will require substantial increases in agri-
cultural output and productivity. Irrigation is one of the most powerful levers of ag-
ricultural productivity, so it is no surprise that irrigation comprises a significant
proportion of the country’s overall water use (37 percent of total water withdrawals
according to the U.S. Geological Survey 2005 Water Use Report). As more farmers
seek to leverage the productivity benefits of irrigation, irrigated acreage in the
United States will continue to grow. Irrigated acreage in the United States has
more than doubled from 25 million acres in 1950 to over 60 million acres in 2005.
At the same time farmers are irrigating more acres, they are using less water for
irrigation. Water use for irrigation has dropped back to 1970 levels (Source: NRCS
Farm and Ranch Irrigation Survey 2008). The Irrigation Association joins the USGS
and the Department of the Interior in attributing these decreases in irrigation water
use to significant increases in on-farm irrigation efficiency.

As the population continues to increase, regulations and aging infrastructure are
affecting the amount of water available for irrigation. American farmers are among
the most productive and innovative in the world. Yet, if United States agriculture
is to meet this challenge, we must sustain, improve and expand efficiently irrigated
agriculture. The Irrigation Association recognizes that United States agriculture will
need to continue increasing productivity to meet the future needs of the growing
global population, while optimizing the efficient use of natural resources.

As I mentioned earlier, fostering the adoption of efficient irrigation technologies
and practices is an effective way to improve agricultural productivity, overall water-
use efficiency and water quality, thus sustaining water resources for future genera-
tions.

In conclusion, the irrigation industry highly values the variety of benefits
achieved with efficient on-farm water use. We've enjoyed our historic partnership
with the NRCS and look forward to working with the Congress and the NRCS for
years to come in promoting efficiencies in agricultural production.
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As the House Committee on Agriculture continues the audit of the USDA, we en-
courage you to review EQIP, note the positive attributes of the program and con-
tinue the promotion of the efficient use of water in agricultural production.

If you have any questions regarding EQIP or any other irrigation-related issue,
please contact IA’s Federal Affairs Director John Farner at [Redacted] or [Re-
dacted]. Thank you again for the opportunity to submit comments.

MARK G. HUNTLEY,
John Deere Water,
President, Irrigation Association.

SUBMITTED QUESTIONS

Response from Bruce Nelson, Administrator, Farm Service Agency, U.S. De-
partment of Agriculture

Questions Submitted By Hon. Frank D. Lucas, a Representative in Congress from
Oklahoma
Question 1. How many different conservation programs does FSA administer?
Answer. FSA administers five primary conservation programs including the:
e Conservation Reserve Program (including Conservation Reserve Enhancement
Program, Farmable Wetlands Program and Transition Incentives Program);
e Emergency Conservation Program (ECP);
Grassland Reserve Program (GRP);
e Grass Roots Source Water Protection Program; and
e Voluntary Public Access and Habitat Incentive Program (VPA-HIP).

FSA also administers programs under other Titles that support conservation goals
and purposes including:

e Emergency Forest Restoration Program (EFRP) under the Forestry Title;
e Biomass Crop Assistance Program (BCAP) under the Energy Title;

e Conservation Loan Program under the Credit Title; and

e Debt for Nature under the Credit Title.

Question 2. Do the current criteria to determine the Environmental Benefit Index
(EBI) for CRP eligibility ensure that the most productive land stays in production
and the environmentally sensitive land, or highly erodible land, is enrolled?

Answer. The EBI is used to rank and select offers for enrollment in the general
signup component of CRP which includes about 26 million acres of the CRP’s 32 mil-
lion acre enrollment authority. The general signup accepts land based on eligibility
criteria defined in the CRP statute and the EBI ranking. Before any cropland may
be considered for general signup enrollment, it must have a recent cropping history
and meet other eligibility requirements which can be any of the following:

e Highly erodible cropland (i.e., have an erodibility index of 8 or greater);
e Located in a conservation priority area; or
e Under an expiring CRP contract.

Each general signup offer is ranked with the EBI which uses data collected for
five environmental factors (wildlife benefits, water quality benefits, soil conservation
benefits, air quality benefits, and enduring benefits) and a cost factor. There is no
prohibition on enrolling productive land in the CRP and certainly some lands in the
program are productive, but must have significant environmental benefits to qualify.
The productivity of the lands in the CRP is reflected in the soil rental rates of the
lands enrolled. For CRP general signup, the higher the rental rate requested, the
lower the EBI points for the cost factor, as illustrated in the chart below.
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Relationship Between Rental Rate and Cost Factor EBI Score
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For general signup, the cost factor serves to discourage enrollment of more pro-
ductive lands, but if the environmental benefits are sufficiently high, they may be
accepted. For example, an offer with a rental rate of $150 per acre would get 40
points for cost, while an offer with a rental rate of $30 per acre would get 108
points. Thus, the points for the five environmental factors of offers of the more pro-
ductive land ($150 per acre land) would have to be at least 68 points higher than
the scores of land with lower productivity ($30 per acre land) to be ranked higher.

Regarding keeping environmentally sensitive or highly erodible land enrolled, the
CRP is implemented using two basic approaches: the competitive general signup dis-
cussed above and the continuous signup. An assessment of the environmental sensi-
%gll)ty of the lands enrolled under general signup begins with the erodibility index

Of the general signup acres currently enrolled, 19.9 million acres are categorized
as HEL (EI>8) based on the weighted average of the EI of the soils on the con-
tracted fields. The remaining 6.3 million acres are non-HEL. However, “environ-
mental sensitivity” is not based solely on EI. Many non-HEL general signup CRP
lands may be adjacent to wetlands or streams, overlay at-risk groundwater, or are
providing significant wildlife benefits, and would be considered environmentally sen-
sitive.

Continuous signup specifically targets the most environmentally sensitive lands
and, includes the Conservation Reserve Enhancement Program (CREP),! wetland,
conservation buffer, and wildlife initiatives. There are about 5.1 million continuous
signup acres currently enrolled.

Question 3. What percentage of acres enrolled in CRP currently have an EBI that
is low enough that the land could be farmed productively without significant envi-
ronmental impact?

Answer. It is likely that much of the land enrolled in CRP can be farmed produc-
tively because most were used for crop production prior to enrollment; however,
whether that land can be farmed without significant environmental impact in not
clear. HEL lands brought back into production will need a conservation plan (to
maintain eligibility for commodity program payments). Even with a plan, however,
many environmental benefits would be lost including air and water quality, sedi-
ment, carbon sequestration, and wildlife habitat. In addition, as noted in the re-
sponse to Question 2, many non-HEL lands are providing significant environmental
benefits, many of which would be lost if returned to cropping.

In addition to HEL lands enrolled, non-HEL and continuous signup enrollment
currently includes:

1CREP agreements leverage Federal funding with funding provided by state and local part-
ners whose primary purpose is to target acres for enrollment that will address environmental
concerns specific to the state. The outcome is that environmental sensitive lands of special sig-
nificance are enrolled in a CREP project area.
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2.0 million acres of conservation (streamside) buffers

2.2 million acre of wetland restoration practices

4.2 million acres of Prairie Pothole grass plantings

2.6 million acres in state conservation priority areas

165,000 acres of Longleaf Pine plantings

252,000 acres of volcanic or organic soils highly susceptible to blowing
934,000 acres of grass plantings in 1930’s Dust Bowl counties

e e o o o o o

Since 1990, USDA has ranked the quality of general signup offers using an EBI.
Doing so helps USDA achieve environmental benefits in a cost-effective manner.
The EBI is a numeric score resulting from the summation of five environmental in-
dices2 and a cost factor which is a function of the rental rate requested by the pro-
ducer. As discussed in Question 2, the lower the rental rate requested, the higher
the cost factor score. At the time general signup offers were selected, a determina-
tion was made that the land was of sufficient environmental sensitivity to be en-
rolled in CRP.

The EBI is used to rank CRP offers and provides a numeric score that serves as
a qualitative measure of environmental benefits relative to cost. It provides informa-
tion about whether one offer is likely to provide more environmental benefits than
another. The score provides an indication of environmental sensitivity; however, it
does not address whether lands could be farmed productively without significant en-
vironmental impact.

CRP is designed as a reserve program to safeguard the nation’s natural resources
and is a major contributor to increased wildlife populations in many parts of the
country because enrolled acreage is planted to resource-conserving vegetative covers.
CRP also protects groundwater and helps improve the condition of lakes, rivers,
ponds, and streams by reducing water runoff and sedimentation. Another benefit is
the protection of millions of acres of topsoil from erosion. In addition, CRP seques-
ters more carbon on private lands than any other federally-administered program.

Secondary objectives include protecting the nations’ long-run capability to produce
food and fiber, curbing production of surplus commodities, and providing income
support for farmers. If it is in the public interest, such as times of emergency, the
Secretary may authorize CRP acreage to be used for the production of agricultural
commodities.

Question 4. Do you think the goals of the Farmable Wetlands Program (FWP) are
consistent with the overall goals of the CRP program? Are the eligibility criteria for
FWP the same as the overall program? Where do we see the most land being en-
rolled for FWP?

Answer. FWP is a voluntary program to restore up to one million acres of
farmable wetlands and associated buffers by improving the land’s hydrology and
vegetation. Eligible producers in all states may enroll eligible land in the FWP
through the Conservation Reserve Program (CRP). The majority of the land enrolled
in the FWP is located in Iowa, Minnesota, Mississippi, North Dakota, and South Da-
kota, although enrollment is throughout the nation.

FWP is consistent with the overall goals of the CRP to improve the quality of
water, control soil erosion, and enhance wildlife habitat. CRP wetland restoration
practices utilize multiple buffer-to-wetland ratios and size requirements due to the
differing underlying purposes of the wetland restoration. Buffer-to-wetland ratios
and wetland or tract size requirements differ not only within FWP practices but also
with other CRP wetland restoration practices.

For example, under the CRP Duck Nesting Habitat wetland restoration practice
the buffer-to-wetland ratio is 6:1 with no wetland or tract size limitations; however,
under the FWP Flooded Prairie wetland restoration practice the buffer-to-wetland
ratio is 4:1, and there is a statutory limitation of 20 acres for the size of the wetland
and 40 acres for the size of the tract.

Land eligibility and cropping history requirements are also different under FWP.
Land enrolled under CRP wetland restoration practices must be cropland with a
cropping history of 4 out of the previous 6 years. For FWP, cropland enrolled has
different cropping history requirements and for certain practices the land may be
marginal pastureland.

Question 5. How much flexibility is allowed for haying and grazing activities?
Could CRP take on some of the same goals as the Grasslands Reserve Program

(GRP)?

2The environmental factors are wildlife, water quality, soil erosion, air quality benefits, and
the likelihood of benefits enduring after the contract ends.
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Answer. The CRP authorizing legislation generally prohibits any use of the forage
including haying and grazing except for managed harvesting, haying or grazing or
other commercial use in response to a drought or other emergency, routine grazing,
or prescribed grazing for the control of invasive species. The annual rental payment
is reduced by an amount commensurate with the economic value of the activity
which is generally 25 percent. Any haying or grazing must be conducted with an
appropriate cover management plan. By contrast, the GRP authorizing legislation
generally requires that a rental contract or an easement permit common grazing
practices and haying, mowing or harvesting for seed production.

For CRP to take on some of the same goals as GRP, certain provisions of the CRP
authorizing legislation would need to be reviewed including:

e Land eligibility,

e Permissible activities for haying and grazing of the land subject to a GRP man-
agement plan,

e Enrollment terms with longer contracts and/or easements, and
e Landlord tenant provisions.

Question 6. How successful has the Transition Incentive Program (TIP) been
under CRP? Is this program being utilized and do you believe this is a successful
approach to getting workable land back into production?

Answer. The regulation for the Transition Incentives Program (TIP) was published
May 14, 2010. The farm bill authorized $25 million for TIP through fiscal year 2012.

FSA has implemented this program including a TIP Net website which provides
a web-based tool to connect interested retired or retiring land owners or operators
with interested beginning or socially disadvantaged farmers or ranchers.

As of July 31, 2011, there are 575 approved TIP contracts with 85,956.6 acres en-
rolled. Currently, $7,580,705 in CRP annual rental payments will be issued over the
next 2 years for TIP to retired/retiring farmers or ranchers.

Question 7. How much is being spent on cost-share assistance for tree thinning
activities?

Answer. As of July 7, 2011, FSA had 64 contracts with total payments of $11,366
for the CRP tree thinning practice.

Question 8. How does the split administration of GRP work, do you think this is
the best way to administer this program?

Answer. National leadership for GRP is provided by the Chief, NRCS, and the Ad-
ministrator, FSA, and their designees. Specific agency responsibilities are detailed
in a Memorandum of Understanding.

NRCS and FSA at the national level jointly develop and evaluate program policy
and direction, monitor program implementation, ensure that GRP information is
made available to the public, formulate budgets, and coordinate national GRP fund-
ing allocations to achieve national program objectives. Obligations are tracked at
the national level to ensure 60 percent of the funding supports easements and 40
percent of the funding supports rental contracts over the life of the farm bill.

FSA has lead responsibility for rental contract administration and financial activi-
ties. FSA also provides all of the producer eligibility determinations and implements
the rental contract enrollment options. NRCS has lead responsibility on conserva-
tion planning, technical assistance to owners and operators, and easement adminis-
tration. National ranking criteria guide the development of state ranking criteria to
ensure GRP funds are focused on projects that support grazing operations, protect
grassland from conversion to other uses, enhance plant and animal biodiversity, le-
verage non-Federal funds and address that state’s program priorities. Priority is
given to expiring Conservation Reserve Program (CRP) grasslands.

While shared administration responsibilities for GRP does create some challenges,
the agencies have worked together to implement this program as efficiently as pos-
sible. The Department is always interested in exploring more efficient and effective
ways to implement our programs and would welcome the opportunity to work with
you and others to achieve that end.

Question 9. What steps do your respective agencies take to ensure that conserva-
tion practices are truly effective? Can you describe the process you use, for example,
to ensure that measures to prevent streambank erosion are working?

Answer. We take a number of steps to ensure that conservation practices are
working—from our science-based technical standards and conservation planning
process to oversight for practice installation and follow-up to validate performance.

e The planning process used by USDA is site specific and our technically trained
staff works with the customer to identify the resource problems and plan the



103

right suite of science-based practices to fix the problem (in this case it would
likely be our shoreline and streambank protection practice).

e Conservation practices are developed by technical experts and undergo thorough
peer and public review before being finalized and published through a Federal
Register notice.

e Practices are designed and installed to specifications by technically qualified
professionals (could be NRCS, State Forester, a third party, or the landowner);
where engineering is involved there are additional review and approval require-
ments and authorities.

e Once installed, USDA follows up to ensure that the practice was installed cor-
rectly and completely and that it is performing as expected for the intended
purpose and lifespan.

USDA implements a number of conservation practices that reduce streambank
erosion and modify the vegetation and hydrology to enhance streambank stability.
There are numerous examples and case studies that demonstrate that conservation
practices and systems can improve streambank stability and improve water quality.
A recent example is Peacheater Creek-Northeast Oklahoma. The area is character-
ized by poultry and cattle production and the downstream Illinois River and Lake
Tenkiller had been placed on the 303(d) list for elevated phosphorus levels. Riparian
area protection along with in-field conservation practices and farmstead improve-
ments were applied. Measured decreases in streambank erosion were among the re-
sults, which also included reductions in phosphorus and nutrient loading and im-
proved fish communities.

In addition to the technical requirements to ensure conservation practice integ-
rity, USDA collects natural resource trend data and conducts short- and long-term
analyses of the conservation benefits of USDA conservation practices. The National
Resources Inventory (NRI), for example, provides statistically sound data on natural
resource status and trends on non-Federal lands, including trends in soil erosion,
land use change, and wetlands, among others.

USDA’s Conservation Effects Assessment Project (CEAP) is a multi-agency effort
to quantify the environmental effects of conservation practices and programs and
develop the science base for managing the agricultural landscape for environmental
quality. CEAP literature reviews and assessments document the effects of conserva-
tion practices and related environmental benefits.

Monitoring and evaluation of conservation practice effectiveness in all 43 CREP
Projects also document the effectiveness of conservation practices applied and the
public the societal benefits. Another data set developed in partnership with the U.S.
Geological Survey has quantified the benefits of conservation plantings and habitat
gevelopment to many grassland and waterfowl species in over 12 Great Plain

tates.

Response from Dave White, Chief, Natural Resources Conservation Serv-
ices, U.S. Department of Agriculture

Questions Submitted By Hon. Frank D. Lucas, a Representative in Congress from
Oklahoma

Question 1. We have three different easement programs, two without a baseline
going into the new farm bill. Can you help me understand the differences between
the three and is it possible to look at ways of combining any of them? Can consolida-
tion be beneficial for program delivery?

Answer. NRCS administers three easement programs under Title XII of the Food
Security Act of 1985, as amended, which include the Farm and Ranch Lands Protec-
tion Program (FRPP), the Wetlands Reserve Program (WRP), and the Grasslands
Reserve Program (GRP). NRCS categorizes GRP and FRPP as “working lands” pro-
grams and the WRP as an “environmental restoration and protection” program.

o FRPP is used to assist eligible entities to purchase conservation easements that
prevent conversion of agricultural land to non-agricultural uses. Easements are
held by the entity and USDA has a “right of enforcement” should the entity be
unable to fulfill its responsibilities associated with enforcing the terms of the
easement.

e GRP is used to assist to landowners and operators to protect grazing uses and
conservation values by conserving and restoring grassland resources on eligible
private lands through rental contracts, easements, and restoration cost-share
agreements. GRP prohibits non-agriculture uses of the enrolled land and the
conversion of grazing lands or grassland to cropland. The U.S. Government
holds the GRP easements but GRP also offers an option where an eligible entity
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can either assume title to the GRP easement or receive financial assistance to-
ward the purchase an easement under an arrangement similar to FRPP.

e WRP is used to restore, protect, and enhance wetlands and associated habitats
on eligible farmlands through easements (permanent and 30 year), 30 year con-
tracts with Tribes, and restoration cost-share agreements. Compatible uses,
such as haying and grazing, may be permitted if they further the purposes of
the easement. For example, grazing may be authorized if it was a natural part
of the ecosystem or is necessary to control invasive species. The United States
Government holds the WRP easements.

NRCS welcomes the opportunity to work with you in exploring opportunities to
consolidate programs to achieve efficiencies, while preserving the natural resource
conservation objectives that these programs were designed to achieve.

Question 2. Could you tell us to your best of your ability what percentage of time
and funds are used simply on program administration and do you think Congress
could help the Department out on the administrative side of things by combining
like programs?

Answer. While the administrative tasks associated with the farm bill conservation
programs represent a marginal workload for our field and state offices, these tasks
are inextricably linked with the successful delivery of these programs. Examples of
the program administration tasks include establishing a case file, developing partici-
pant notifications and issuing correspondence, managing contracts and agreements,
and performing effective oversight of contracts with producers. For customer service
and program delivery to be most successful, the technical aspects of program deliv-
ery must be interconnected and coordinated with the administrative activities.

Recognizing the need to reduce the amount of staff time expended in performing
administrative tasks and the need to strengthen program coordination, NRCS is im-
plementing a Conservation Delivery Streamlining Initiative to more cost-effectively
deliver our programs and increase the time our field staff has to work with farmers
and ranchers. The agency is also identifying opportunities to realign workload and
structure to increase the proportion of our staff that is in direct field service deliv-
ery.

Question 3. What unique purpose does the Agricultural Management Assistance
Program (AMA) program serve and does it share any goals/purposes with other pro-
grams? What assistance does the AMA provide to producers that other conservation
programs do not?

Answer. AMA provides assistance to agricultural producers to manage risk and
voluntarily address issues such as water management, water quality, and erosion
control by incorporating conservation practices into their farming operation. Many
of these practices are also available through the Environmental Quality Incentives
Program (EQIP). Even so, AMA provides assistance to producers who have small-
acreage or specialty-crop farming operations that do not meet the land eligibility
guidelines for participation in other programs. For example, AMA provides cost-
share assistance for irrigation-related practices that may be implemented on land
that does not have an irrigation history, whereas EQIP will only provide assistance
for irrigation-related practices on land that has an irrigation history. By helping to
mitigate the risks associated with these kinds of agricultural enterprises, AMA
helps agriculture remain a valuable segment of local economies.

Question 4. What programs have wildlife components and what makes the WHIP
program different than these other programs? Are there ways to incorporate those
differer}?ces into the other programs currently authorized to build on wildlife habitat
success?

Answer. While many programs have wildlife components, the Wildlife Habitat In-
centive Program (WHIP) is the only conservation program that focuses solely on
wildlife habitat on private agricultural, nonindustrial private forest, and tribal
lands. WHIP is also the only conservation program that addresses a wide range of
aquatic wildlife habitat resource concerns. WHIP is directed by statute to prioritize
projects that would address issues raised by state, regional, and national conserva-
tion initiatives, such as State Wildlife Action Plans or similar wildlife-oriented ini-
tiatives. While less direct than WHIP’s authority, the following conservation pro-
grams also have wildlife components or contribute to wildlife-related resource con-
cerns:

e The Environmental Quality Incentives Program (EQIP). EQIP participants may
adopt practices for the benefit of fish and wildlife-related resource concerns on
working agricultural lands. While EQIP eligibility requires lands to be in agri-
cultural use, WHIP focuses on habitat development. Although projects on pub-
licly owned land are not eligible for WHIP, under certain conditions, such
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projects may be eligible for EQIP. WHIP has a $50,000 annual payment limita-
tion while EQIP has a $300,000 contract and payment limitation.

e The Conservation Stewardship Program (CSP). CSP offers 31 enhancements
that benefit wildlife to provide improvements to cover, food, habitat connectivity
and access to water for terrestrial and aquatic wildlife including rare and de-
clining habitats. In comparison, WHIP provides basic self-sustaining prioritized
habitats by the implementation of various conservation practices. After the im-
plementation of a complete WHIP conservation plan the land is then eligible to
participate in CSP to further enhance the land for wildlife. CSP would have to
add the component of first developing the land for fish and wildlife habitat and
then enhance the lands.

o The Wetlands Reserve Program (WRP). WRP provides for long-term restoration
and protection of valuable wetland and associated upland habitat through per-
manent and 30 year easements, 30 year contracts, and restoration cost-share
agreements. However, WHIP land eligibility is much broader than WRP pro-
viding for habitat development benefiting species beyond those associated with
wetland habitats. While WHIP allows for contract periods of up to 15 years for
certain projects, it does not provide an easement option and only provides cost-
share assistance.

e The Healthy Forest Reserve Program (HFRP). HFRP provides for long-term
protection and restoration of forestland habitat resources through permanent
and 30 year easements, 30 year contracts, and restoration agreements in order
to benefit species with special status such as those listed as threatened or en-
dangered under the Endangered Species Act (ESA), proposed or candidate spe-
cies for ESA listing, or species of special concern within the state. HFRP is pri-
marily confined to the restoration and protection of forest land resources while
WHIP eligibility is much broader, providing for habitat development benefiting
species beyond those associated with forestland habitats. Unlike the various
HFRP enrollment options, WHIP can only provide long term cost-share con-
tracts.

e The Grassland Reserve Program (GRP). GRP provides for long-term protection
of grazing uses and related conservation values through conservation ease-
ments, rental contracts, and restoration agreements. GRP emphasizes support
for working grazing operations, enhancement of plant and animal biodiversity,
and protection of grassland under threat of conversion to other uses. WHIP eli-
gibility is much broader and provides for habitat development benefiting species
beyond those associated with grassland habitats. While WHIP provides for long-
term contracts (15 years), it does not contain rental agreement or easement en-
rollment options.

e The Conservation Reserve Program (CRP). Under CRP, FSA enters into con-
tracts with agricultural producers to retire highly erodible and other environ-
mentally sensitive land. During the 10 to 15 year contract period, eligible land
is converted to grass, trees, wildlife cover, or other conservation uses to improve
soil, air, and water quality and improve wildlife habitat. Participants receive
annual rental payments and half the cost of establishing conservation covers
CRP enrolls land to create wildlife habitat. All of the lands eligible for CRP
could be enrolled in WHIP if they fall within the WHIP priority areas but not
all lands eligible for WHIP could be enrolled in CRP. While WHIP allows for
contract periods of up to 15 years for certain projects, it does not provide a rent-
al contract option and only provides cost-share assistance.

USDA welcomes the opportunity to work with the Committee in evaluating oppor-
tunities to incorporate the unique elements of WHIP into other programs that have
wildlife components, while preserving the natural resource conservation objectives
that those programs are designed to achieve. Features of WHIP that are lacking in
other programs include: broader land use eligibility; emphasis on wildlife habitat de-
velopment; ability to undertake aquatic-related habitat measures; and priority for
projects that support state, regional, and national initiatives.

Question 5. EQIP funding has grown exponentially over the last 10 years, can you
talk about the backlog and do you think the Department is able to effectively man-
age the program as the funding has increased?

Answer. The farm bill increased funding for EQIP by 337 percent from its author-
ized level of $400 million in 2002 to $1.75 billion authorized for 2012. With this in-
creased level of funding, program participation also increased dramatically. In FY
2002, producers enrolled 19,682 EQIP contracts at an average contract value of
$15,700. In FY 2010, we added 36,499 new EQIP contracts at an average contract
value of $23,000, resulting in about 150,000 active EQIP contracts. Despite the in-
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crease in participation, demand for program assistance remains high. The number
of unfunded applications for EQIP at the end of FY 2010 was 7,777.

While farm bill program participation has increased significantly, the number of
staff years available to support these programs has not followed suit. Since FY 2002,
the amount of financial assistance administered by NRCS has increased by 390 per-
cent across all programs while the staff years available to deliver this assistance in-
creased by 10 percent (see following chart).

The increase in program delivery workload for the field office has created chal-
lenges. We recognize that in order to deliver conservation services NRCS needs to
have adequate “boots on the ground” and we are taking aggressive steps to address
the increased program workload. These steps include:

e Making improvements to the farm bill technical service provider (T'SP) provision
that will increase the number of technical experts available to assist producers
with their conservation planning and implementation.

e Implementing a Conservation Delivery Streamlining Initiative (CDSI) that will
reduce the number of administrative tasks performed by field staff and allow
them to be working in the field up to 75 percent of the time, and

e Initiating a process to increase the proportion of agency technical staff in direct
field service delivery positions.

Change in Program Funding and Staff Years Since 2002
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Question 6. What percentage of EQIP funding is carved-out by set asides or sub-
programs?

Answer. The 2008 Farm Bill requires the following funding set asides for the En-
vironmental Quality Incentives Program for each of fiscal years 2009 through 2012:

Socially Disadvantaged Farmers and Ranchers—5 percent

Beginning Farmer and Ranchers—5 percent

Cooperative Conservation Partnership Initiative—6 percent

Air Quality—$37.5 million

Organic—Payments are authorized to assist organic or transition to organic pro-

duction, but there is no specified minimum. The NRCS Chief has set aside
$50,000,000 annually.

e Conservation Innovation Grants—Competitive grants are authorized to stimu-
late innovative approaches to leveraging the Federal investment in environ-
mental enhancement in concert with agriculture, but there is no specified
amount. Since 2008, NRCS has set aside between $20 and $30 million annually
for national CIG awards.

e Livestock—60 percent of EQIP must be obligated to practices related to live-
stock production.

Question 7. I am concerned that while EQIP receives fewer funds than authorized
every year, these subprograms do not receive the same cuts. Can you explain if
these cuts to mandatory spending have any further impact on subprograms?

Answer. Where the subprograms are provided a percentage of the available funds,
they receive proportionally the same reductions as the overall program. For subpro-
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grams where the statute requires a specific amount of funding, such as the $37.5
million set aside for air quality (1240H(b)), an overall reduction in EQIP funding
is absorbed by the general program and may potentially impact other EQIP prior-
ities. For subprograms that are authorized, but no specific funding is set aside, such
as for the organic initiative, NRCS has discretionary authority to adjust the amount
of funding as appropriate, so as to avoid adverse impacts to other EQIP program
priorities.

Question 8. The 2008 Farm Bill included “bidding down” language like that in the
EQIP program which states: “If the Secretary determines that the environmental
values of two or more applications for payments are comparable, the Secretary shall
NOT assign a higher priority to the application only because it would present the
least cost to the program.” Does this seem like language that makes sense in this
fiscal environment?

Answer. The “bidding down” language was incorporated in the 2002 Farm Bill to
address concerns from agricultural stakeholders that wealthier landowners whose
main income was from non-agricultural sources were out-competing farmers and
ranchers for conservation program contracts because they could afford to take less
Federal cost-share for the installation of practices. As a result, farmers and ranchers
had a harder time successfully getting in to EQIP.

NRCS implements this provision in a manner that ensures applications are evalu-
ated and prioritized on the least-cost alternative to achieve the highest environ-
mental benefits and thus NRCS is able to make cost-effective project selections. The
“bidding down” requirement allows EQIP to select projects that achieve the highest
environmental benefit and treat all applicants in a fair and equitable manner re-
gardless of their financial status.

Question 9. How much money has come out of EQIP to fund the CCPI program?

Answer. As directed by the 2008 Farm Bill, no more than six percent of the funds
made available for the Environmental Quality Incentives Program (EQIP) are used
for the Cooperative Conservation Partnership Initiative (CCPI). EQIP funds made
available through CCPI go to producers participating in the project, delivered in ac-
cordance with the EQIP authorities. The following amounts were obligated in con-
tracts with producers participating in CCPI projects in:

o FY 2010: $70,800,000

e FY 2011: $74,280,000 (estimated)

Question 10. How has the Department used the EQIP program in regards to
organics and do you think the money used for that purpose is an effective use of
conservation dollars. What are the comparative environmental benefits?

Answer. The 2008 Farm Bill included a provision within EQIP intended to assist
organic producers as well as producers in the process of transitioning to organic pro-
duction. In FY 2010, NRCS obligated $24 million in contracts with producers to
treat 148,000 acres in organic production or in transition to organic production.

The most commonly used practices included:

e Nutrient Management

e Cover Crop

e Pest Management

e Conservation Crop Rotation

e Prescribed Grazing
Seasonal High Tunnel (interim conservation practice)

Assisting organic producers and those in the transition to organic farming with
conservation practices furthers EQIP purposes with this new and growing segment
of the agricultural sector. While many observers interpret organic production alone
to be the most sustainable form of farming, NRCS has found that there are many
conservation needs in the organic sector. Helping these operators to integrate con-
servation approaches in their production system ensures that critical environmental
benefits are realized by helping organic growers remain economically viable so that
they may sustain the natural physical, biological, and chemical properties of the soil
and other natural resources, which is vital to organic production.

Question 11. Congress created the Conservation Security Program (CSP) in the
2002 Farm Bill. This program was then replaced with the Conservation Stewardship
Program in the 2008 Farm Bill. Can you discuss the changes that were made to
the new CSP?

Answer. The Conservation Stewardship Program reflects many changes from its
predecessor, the Conservation Security Program. Overall the changes made the pro-
gram more accessible and accountable and include:
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e Providing continuous nationwide enrollment.

e Establishing an enrollment cap of 12.769 million acres each fiscal year at an
average cost of $18/acre/year.

e Making nonindustrial private forestland (NIPF) eligible for enrollment while es-
tablishing a limit of 10 percent of total acres per year.

e Ensuring that a minimum of 5 percent of acres are dedicated to assist Begin-
ning Farmers or Ranchers and a minimum 5 percent of acres are dedicated to
assist Socially Disadvantaged Farmers or Ranchers.

e Requiring contract offers to include all eligible land under the effective control
of the producer.

e Limiting the contract length to 5 years with an opportunity for one renewal for
a 5 year term.

e Allowing producers to initiate organic certification during the contract period.

e Allowing for annual and supplemental payments.

e Limiting each person or legal entity to $40,000 per year. Contract limitations
for formal joint operations are $400,000 for the contract period and from
$40,000 to $80,000 per year.

Question 12. A major issue with CSP was paying farmers for the status quo? How
much more environmental benefit have we seen from the implementation of the new
CSP program? What does the new CSP program offer that other working lands pro-
grams cannot provide?

Answer. The Conservation Stewardship Program (CSP) is resulting in agricultural
producers applying thousands of additional conservation activities on enrolled lands
in conjunction with maintaining existing stewardship levels, generating sizable envi-
ronmental benefits to the public. For example, under the 20,567 contracts enrolled
during FY 2010, participants will apply and maintain an additional 78,947 con-
servation activities—an average of 3.8 additional activities per contract over all land
uses in the contract. Additionally, CSP requires a participant to apply at least one
additional activity for each land use, such as cropland and pasture, in order to be
eligible to receive payment for the enrollment of that particular land use. An indi-
vidual contract often has more than one land use, and thus an average of 2.8 addi-
tional activities will be applied per land use across all land uses.

The purpose of other programs is to meet conservation standards while CSP fo-
cuses on achieving an additional, higher level of management. This higher level of
conservation management is achieved through a comprehensive approach to work-
ing lands conservation where all of a participant’s eligible land must be enrolled.
Of the enrolled land, CSP encourages the participant to implement additional con-
servation activities while maintaining existing conservation activities.

Question 13. What is the Administration’s position on the situation with WRP
having no baseline and what priority does the Administration put on the continu-
ation of the program. Where should Congress look to fund this program?

Answer. Demand for WRP continues to be high and WRP has proven itself to be
a valuable program for meeting the nation’s objectives related to protecting and re-
storing wetlands on private lands. Over the last 20 years, more than 11,000 private
landowners have voluntarily enrolled in WRP to restore, protect and enhance wet-
lands and wildlife habitat on over 2.3 million acres nationwide. Through WRP,
NRCS, landowners, and many partners work together to achieve long-term benefits
on a landscape scale that will ensure our wetland resources are available for future
generations.

NRCS welcomes the opportunity to work with the Committee in exploring oppor-
tunities to achieve efficiencies that would allow funding of WRP while preserving
the full array of natural resource conservation objectives that the broader suite of
conservation programs are intended to achieve.

Question 14. In terms of environmental benefits, do you see working lands or
easement programs providing the biggest bang for the buck?

Answer. Both program approaches deliver their intended environmental benefits.
With a variety of program approaches, it is possible for participants to find a con-
servation path that fits their personal economic situation and environmental objec-
tives. Working land programs offer a valuable tool for assisting producers to address
natural resource concerns that affect the viability and productivity of their oper-
ations. For example, working lands programs can provide technical and financial as-
sistance needed to help producers meet or eliminate the need for regulatory require-
ments on their operations. These investments—voluntarily shared by the program
participant—also provide a public benefit such as better water, air, or habitat qual-
ity. Some working lands programs, such as the Grasslands Reserve Program or



109

Farm and Ranch Lands Protection Program, offer easements, but ensure that en-
rolled lands will remain in agricultural uses over the long term—retaining impor-
tant agricultural lands is a critical component for ensuring food security for the na-
tion.

Other easement programs emphasize the retirement of sensitive or environ-
mentally significant lands. These conservation easements recognize the rights re-
served to private landowners, compensate these landowners for the rights they vol-
untarily forego, and create valuable enduring environmental benefits for society. For
example, establishing easements that protect and improve essential habitat can help
to prevent a candidate species, like the sage-grouse, from being listed. These protec-
tions need to be in place for the long-term which an easement program can provide.

Program approaches also can be used in tandem. For example, land retirement
easements and working lands programs are valuable tools for addressing hypoxia
in the Gulf of Mexico. Working lands programs can help producers improve nutrient
management and reduce potential losses of nutrients into the riverine system, while
land retirement easement programs can restore and protect wetlands and floodplain
areas in strategic areas that best trap the nutrients that have left the farm prior
to reaching the Gulf. Using program approaches together can achieve the landscape-
scale transformation needed to address larger conservation challenges such as hy-
poxia or candidate species protection.

Question 15. Do you think the benefit outweighs the cost to the Federal Govern-
ment when acquiring permanent easements on lands at huge costs during this fiscal
environment?

Answer. Conservation easements provide significant and enduring benefits. These
benefits are increased by ensuring that project location and purpose are part of the
selection process. NRCS ranks and selects projects based upon several resource con-
cern factors that consider the resource potential of the site itself and its location
in the watershed. These factors are key to identifying valuable opportunities as the
quality of any easement project will depend on its location as well as its intrinsic
attributes.

While initial easement acquisition costs may appear high, they should be consid-
ered in the context of the enduring public benefits. For example, based on the Ben-
efit Cost Analysis for WRP, the estimated value of benefits per acre of permanent
wetland was $10,935 and the estimated cost was $3,000. This means that the pro-
gram has a cost benefit ratio of 3.6. This indicates that the value of estimated bene-
fits from wetlands is considerable.

Easements may also provide benefits through avoided costs. For example, for fre-
quently flooded lands where producers routinely lose crops, the producer typically
receives crop insurance or disaster payments. Retiring these lands through flood-
plain easements eliminates the insurance and disaster payments, reduces overall
damages downsteam from flooding; and improves water quality.

Question 16. Do the carve-outs in the law for certain groups get fully used or do
you often have to roll those funds back in?

Answer. The set asides for socially disadvantaged and beginning farmers and
ranchers, as authorized under the 2008 Farm Bill for the Environmental Quality
Incentives Program (EQIP) and the Conservation Stewardship Program (CSP), are
fully used. Each year we have exceeded the funding target goals. In 2010, the fund-
ing for these certain groups was:

o EQIP—$57,736,481 or 6.9 percent of total funds obligated in 2,109 contracts for
socially disadvantaged farmers and ranchers

o EQIP—$ 134,944,240 or 16 percent of total funds obligated in 5,450 contracts
for beginning farmers and ranchers

e CSP—1,695,890 acres or 6.7 percent of acres in 378 contracts for socially dis-
advantaged farmers and ranchers.

e CSP—1,038,269 acres or 4.1 percent of acres in 1,496 contracts for beginning
farmers and ranchers

Question 17. How does regional equity affect the way you run the conservation
progl;ams and are they a hindrance to getting money to the places that need it the
most?

Answer. Regional equity ensures that each state receives an the opportunity for
a minimum level of $15 million in aggregate funding under subtitle D programs, ex-
cluding the Conservation Reserve Program, Wetlands Reserve Program, and Con-
servation Security Program. The intent is to ensure that states are able to meet pro-
ducers’ needs and address priority natural resource concerns. The provision allows
that funds not obligated in contracts by April 1st of each year may be recalled by
the Chief to meet demand in other states. While ensuring that a minimum level of
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funding is provided to all states is an important consideration, the establishment
of a fixed level may create disharmony should overall program funding be reduced.
Establishing a proportion of funding rather than a fixed number could create a more
balanced approach to ensuring that all states receive the mandatory resources need-
ed to achieve conservation objectives.

Question 18. What is the Administration’s opinion on priority areas and do you
think they match with the priorities of the Administration? Do you feel that funds
go to these priority areas solely because of their inclusion in the law?

Answer. Focusing scarce resources on priority issues is an effective method for ac-
celerating progress. NRCS’ Conservation Effects Assessment Project (CEAP) reports
have documented that risks to natural resource quality may be concentrated in spe-
cific areas and treating those can generate disproportionate benefits. The 2008 Farm
Bill identified a number of priorities:

e geographically based (e.g., Agriculture Water Enhancement Program’s (AWEP)
Eastern Snake Plain Aquifer, Puget Sound, Ogallala Aquifer, Sacramento River
watershed, Upper Mississippi River Basin, Red River of the North Basin, and
the Everglades; Chesapeake Bay Watershed Program; and Conservation Re-
serve Program priority areas);

e production-oriented (EQIP and CSP organic initiatives);

o producer-focused (Conservation Access for beginning and socially disadvantaged
producers); and

o resource-specific (EQIP air quality initiative, AWEP’s water quality and quan-
tity focus).

These farm bill priorities align well with Administration priorities for conserva-
tion and strengthening rural America. For example:

e The emphasis on serving historically underserved communities mirrors USDA’s
Strike Force initiative;

e the Administration’s Chesapeake Bay Executive Order further emphasizes the
priorities outlined in the Chesapeake Bay Watershed Program,;

e USDA’s focus on strengthening rural economies is supported by priorities for as-
sisting beginning farmers and ranchers in their conservation needs.

While funds go to these farm bill priorities because of statutory direction, they
are nonetheless areas of considerable conservation need and deserving of conserva-
tion funding irrespective of their establishment as priority areas within the statute.

Question 19. How does the split administration of GRP work, do you think this
is the best way to administer this program?

Answer. National leadership for GRP is provided by the Chief, NRCS, and the Ad-
ministrator, FSA, and their designees. Specific agency responsibilities are detailed
in a Memorandum of Understanding.

NRCS and FSA at the national level jointly develop and evaluate program policy
and direction, monitor program implementation, ensure that GRP information is
made available to the public, formulate budgets, and coordinate national GRP fund-
ing allocations to achieve national program objectives. Obligations are tracked at
the national level to ensure 60 percent of the funding supports easements and 40
percent of the funding supports rental contracts over the life of the farm bill.

FSA has lead responsibility for rental contract administration and financial activi-
ties. FSA also provides all of the producer eligibility determinations and implements
the rental contract enrollment options. NRCS has lead responsibility on conserva-
tion planning, technical assistance to owners and operators, and easement adminis-
tration. National ranking criteria guide the development of state ranking criteria to
ensure GRP funds are focused on projects that support grazing operations, protect
grassland from conversion to other uses, enhance plant and animal biodiversity, le-
verage non-Federal funds and address that state’s program priorities. Priority is
given to expiring Conservation Reserve Program (CRP) grasslands.

While shared administration responsibilities for GRP does create some challenges,
the agencies have worked together to implement this program as efficiently as pos-
sible. The Department is always interested in exploring more efficient and effective
ways to implement our programs and would welcome the opportunity to work with
you and others to achieve that end.

Question 20. What steps do your respective agencies take to ensure that conserva-
tion practices are truly effective? Can you describe the process you use, for example,
to ensure that measures to prevent streambank erosion are working?
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Answer. We take a number of steps to ensure that conservation practices are
working—from our science-based technical standards and conservation planning
process to oversight for practice installation and follow-up to validate performance.

e The planning process used by USDA is site specific and our technically trained
staff works with the customer to identify the resource problems and plan the
right suite of science-based practices to fix the problem (in this case it would
likely be our shoreline and streambank protection practice.

e Conservation practices are developed by technical experts and undergo thorough
peer and public review before being finalized and published through a Federal
Register notice.

e Practices are designed and installed to specifications by technically qualified
professionals (could be NRCS, State Forester, a third party, or the landowner);
where engineering is involved there are additional review and approval require-
ments and authorities.

e Once installed, USDA follows up to ensure that the practice was installed cor-
rectly and completely and that it is performing as expected for the intended
purpose and lifespan.

USDA implements a number of conservation practices that reduce streambank
erosion and modify the vegetation and hydrology to enhance streambank stability.
There are numerous examples and case studies that demonstrate that conservation
practices and systems can improve streambank stability and improve water quality.
A recent example is Peacheater Creek-Northeast Oklahoma. The area is character-
ized by poultry and cattle production and the downstream Illinois River and Lake
Tenkiller had been placed on the 303(d) list for elevated phosphorus levels. Riparian
area protection along with in-field conservation practices and farmstead improve-
ments were applied. Measured decreases in streambank erosion were among the re-
sults, which also included reductions in phosphorus and nutrient loading and im-
proved fish communities.

In addition to the technical requirements to ensure conservation practice integ-
rity, USDA collects natural resource trend data and conducts short- and long-term
analyses of the conservation benefits of USDA conservation practices. The National
Resources Inventory (NRI), for example, provides statistically sound data on natural
resource status and trends on non-Federal lands, including trends in soil erosion,
land use change, and wetlands, among others.

USDA’s Conservation Effects Assessment Project (CEAP) is a multi-agency effort
to quantify the environmental effects of conservation practices and programs and
develop the science base for managing the agricultural landscape for environmental
quality. CEAP literature reviews and assessments document the effects of conserva-
tion practices and related environmental benefits.

Monitoring and evaluation of conservation practice effectiveness in all 43 Con-
servation Reserve Enhancement Program (CREP) Projects also document the effec-
tiveness of conservation practices applied and the public the societal benefits. An-
other data set developed in partnership with the U.S. Geological Survey has quan-
tified the benefits of conservation plantings and habitat development to many grass-
land and waterfowl species in over 12 Great Plain States.

Questions Submitted By Hon. Martha Roby, a Representative in Congress from Ala-
bama

Question 1. Representative Terry Everett, who held my seat from 1993-2009 and
during his tenure on this Committee, was very active in regards to irrigation. Dur-
ing the last farm bill, Representative Everett worked tirelessly in the creation of the
Agricultural Water Enhancement Program under EQIP. This program has provided
technical and financial assistance for agricultural water enhancement activities on
farms. In particular, on-site off-stream reservoir was an initiative that many of our
farmers were excited about participating in when it was passed into law.

Unfortunately, the implementation of the program has been difficult to access in
Alabama due to the requirement that the pond should be on high ground which
much of our farm land is flat.

Additionally, Alabama has had difficulty in accessing USDA’s irrigation programs
due to the traditional lack of historical irrigation. Many of our farmers do not own
the land that they are farming and therefore it is not cost-effective to build irriga-
tion system. In a recent survey conducted by a team of Alabama Agricultural Exper-
iment Station researchers at Auburn University, six out of ten farmers without irri-
gation in the state said they would be more likely to install or improve irrigation
systems if a cost-share or subsidized loan program were available.
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What can we do to improve EQIP to ensure that farmers are able to find assist-
ance in irrigation?

Answer. The agency has authority through EQIP and AWEP to provide financial
and technical assistance to producers for improvements to existing irrigation sys-
tems that address water conservation or water quality resource issues. Such assist-
ance may include development of irrigation storage reservoirs, ponds, and in-ground
dugouts for new sources of water. Although water storage facilities on high ground
are more ideal as these practices allow for use of less expensive efficient gravity flow
irrigation, this is not the only alternative that may be available. For locations with
relatively flat topography, EQIP and AWEP can be used to install water storage fa-
cilities along with pumping systems to transport the water to area for application
of irrigation water. Under AWEP, the 2008 Farm Bill encourages development of
irrigation storage facilities for areas experiencing drought in accordance with appli-
cable EQIP program rules and on eligible on-farm agricultural land. This includes
assistance to establish on-farm irrigation storage practices, which may be off-
stredam, but still on eligible land that is either owned or under the control of the
producer.

According to the statute, financial assistance through EQIP and AWEP many only
be provided to achieve a measurable water conservation or water quality environ-
mental benefit. Correspondingly, there is a requirement that EQIP and AWEP pro-
gram applicants demonstrate irrigation history on cropland as a condition for ap-
proval of irrigation system improvements. This standard is in place to help meet the
statutory requirement to validate a resulting environmental benefit. Demonstration
of irrigation history, however, is not limited to evidence of in-field irrigation equip-
ment. Producers that may be using other, transportable means to irrigate may docu-
ment those methods as evidence of irrigation history.

Question 2. As a report that the American Forest Foundation recently produced
highlights, Alabama is spending quite a bit of its EQIP funds, roughly 17% and
about 33% of WHIP funds on family forest—this is great, given how heavily forested
my state is and given many of the forest health and fire challenges we are dealing
with. What do you think is the reason for my state’s focus on forests, as compared
with other states, that average about 4% spending on forests?

Answer. The focus of program assistance on forest related issues in your state is
reflective of the locally-led process where conservation partners and producers pro-
vide recommendations to the agency for the kind and scope of assistance needed.
Through local work groups and State Technical Committee’s, the State Conserva-
tionist is provided latitude to focus program assistance to identified priority natural
resource concerns. This flexibility allows each State Conservationist to prioritize
funding on those geographic locations which have significant need for assistance to
address resource concerns.

House COMMITTEE ON AGRICULTURE FARM BILL AUDIT QUESTIONNAIRE

1. Program Name

Conservation Reserve Program (CRP).
Prepared by the U.S. Department of Agriculture’s (USDA) Farm Service Agency
(FSA).

2. Subprograms/Department Initiatives

FSA enters into contracts with agricultural producers to retire highly erodible and
other environmentally sensitive land. During the 10 to 15 year contract period, eligi-
ble land is converted to grass, trees, wildlife cover, or other conservation uses to im-
prove soil, air, and water quality and improve wildlife habitat. The program was ini-
tially authorized by the 1985 Farm Bill and amended by every subsequent farm bill.

FSA is responsible for overall implementation and has entered into agreements
for technical assistance with the Natural Resources Conservation Service (NRCS),
the Forest Service acting on behalf of State Foresters, and other technical service
providers. Participants receive annual rental payments and half the cost of estab-
lishing conservation covers.

Since the 1985 Farm Bill, CRP has evolved from a program with a commodity
supply control component to a conservation program that has increasingly focused
or targeted limited program resources.

General Signup

Producers may offer land for CRP general sign-up enrollment during designated
signup periods and all offers compete and are ranked against all other offers nation-
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wide using an Environmental Benefit Index (EBI) which is used to rank offers based
on a number of environmental factors and cost.

Continuous Signup
Continuous signup targets environmentally-desirable land which could be devoted

to conservation practices such as filter strips, grass waterways, and other practices
that protect larger acreages. Offers may be made at any time.

Conservation Reserve Enhancement Program (CREP)

CREP is a state and Federal partnership to address environmental issues of im-
portance to the state and nation. CREP combines state and Federal dollars with
funding from nongovernment sources and provides a framework for USDA to work
closely with state, tribal, and local governments to address specific environmental
issues and goals.

Farmable Wetlands Program (FWP)

FWP is designed to restore up to one million acres of farmable wetlands and asso-
ciated buffers by improving the land’s hydrology and vegetation. This includes con-
structed wetlands developed to receive flow for row-crop agriculture drainage sys-
tems for the purpose of providing nitrogen removal; land that was devoted to com-
mercial pond-raised aquaculture; and cropland that was subject to the natural over-
flow of a prairie wetland.

Transition Incentive Program (TIP)

TIP is designed to facilitate the transition of expiring CRP land from a retired
or retiring owner or operator to a beginning or socially disadvantaged farmer or
rancher to return the land to production for sustainable grazing or crop production.
TIP provides annual rental payments for up to 2 additional years after the expira-
tion of the CRP contract to facilitate this transition.

Emergency Forestry Conservation Reserve Program (EFCRP)

EFCRP was designed to help restore and enhance forest resources that were dam-
aged by the 2005 hurricanes. By planting trees, such as longleaf pine and bottom-
land hardwoods, landowners and operators could enhance wildlife habitat and im-
prove the ability of at-risk land to withstand future storms. Enrollment for EFCRP
ended in January 2009.

Wetland Restoration Floodplain Initiative

This initiative was designed to restore the functions and values of wetland eco-
systems that have been devoted to agricultural use. This 500,000 acre initiative en-
rolls wetlands and buffers within a 100 year floodplain. These wetlands prevent deg-
radation of the wetland area, increase sediment trapping efficiencies, improve water
quality, prevent erosion and provide vital habitat for waterfowl and other wildlife.

Wetland Restoration Non-Floodplain Initiative

This initiative restores wetlands and playa lakes, which are shallow, depressional
wetlands that are located outside a 100 year floodplain. This 250,000 acre initiative
provides vital habitat for many wildlife species, filters runoff, recharges ground-
water supplies and sequesters carbon.

Bottomland Hardwood Initiative

This initiative is designed to restore flood plains through the restoration of pri-
marily bottomland hardwoods. This 250,000 acre initiative improves air and water
quality and provides carbon sequestration benefits through reduction of greenhouse
gases as well as increasing wildlife habitat.

Quail Initiative

This 350,000 acre initiative is designed to create habitat for the northern bob-
white quail and other grassland dependent birds. Bobwhite populations have de-
clined with their habitat disappearing due to urbanization, increased grassland cul-
tivation, and succession. This initiative provides successional grass buffers along ag-
ricultural field borders.

Longleaf Pine Initiative

This 250,000 acre initiative is designed to restore and re-establish longleaf pine
stands that benefit wildlife species and protect water quality.

Duck Nesting Habitat Initiative

This 150,000 acre initiative is designed to restore wetlands located outside the
100 year floodplain in Iowa, Minnesota, Montana, North Dakota, and South Dakota.
Restoring these wetlands will provide nesting ducks with critical habitat, nesting
cover, security from predators, and food.

State Acres for Wildlife Enhancement Initiative (SAFE)
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SAFE is an 850,000 acre initiative designed to target high priority state and re-
gional wildlife objectives. SAFE provides the flexibility to meet the specific needs
of high-value wildlife species in a participating state or region by targeting the res-
toration of vital habitat.

3. Brief History

Title XII of the Food Security Act of 1985, as amended (1985 Farm Bill), author-
ized CRP to enroll 40 to 45 million acres by 1990 with a primary goal of reducing
soil erosion on highly erodible cropland. Secondary objectives included protecting the
nation’s long-run capability to produce food and fiber, reducing sedimentation, im-
proving water quality, fostering wildlife habitat, curbing production of surplus com-
modities, and providing income support for farmers.

The Food, Agriculture, Conservation, and Trade Act of 1990 (1990 Farm Bill) ex-
tended CRP through 1995 and expanded the types of land eligible for enrollment
to include lands that could reduce on-site or off-site threats to water quality if re-
moved from production. Following 1990 Farm Bill enactment, FSA adopted new
rental rates based on soil-specific productivity and developed an EBI to rank offers.

The Federal Agriculture Improvement and Reform Act of 1996 (1996 Farm Bill)
re-authorized CRP enrollment through 2002 and set a maximum enrollment of 36.4
million acres. After 1996 Farm Bill enactment, FSA modified the EBI to include a
wildlife benefits component. To better target the program, FSA began enrollment of
selected practices such as filter strips and riparian buffers on a continuous basis
without competition which included an incentive payment to encourage enrollment.
In 1997, FSA created CREP which furthered targeting through state-Federal con-
servation partnerships that address specific state and nationally significant water
quality, soil erosion, and wildlife habitat concerns related to agriculture. Additional
incentives are generally provided. An up-front signing payment and a practice in-
centive payment were established in 2000 to further enhance continuous enrollment,
including CREP.

The 2001 agriculture appropriations act authorized FWP which provided for non-
competitive enrollment under continuous sign-up provisions and incentives for up to
500,000 acres of small non-flood plain wetlands and adjacent uplands in six states
(Nebraska, Iowa, Minnesota, North Dakota, South Dakota, and Montana). Enroll-
ment was limited to 100,000 acres per state.

The Farm Security and Rural Investment Act of 2002 (2002 Farm Bill) extended
CRP enrollment authority through 2007 and increased the enrollment cap by 2.8
million acres to 39.2 million acres. An administrative requirement that cropland
must have been recently cropped was added by the 2002 Farm Bill to require that
cropland must have been cropped or considered cropped in at least 4 of the 6 years
preceding enactment. The 2002 Farm Bill also generally authorized managed har-
vesting of forage, expanded FWP from the original six states to all states, and raised
the enrollment cap to 1 million acres while keeping the 100,000 acre state max-
imum.

During 2006, FSA offered CRP participants the opportunity to re-enroll or extend
contracts set to expire between 2007 and to 2010 on about 28 million acres. FSA
ranked the acreage based on the EBI score when the land was enrolled. The highest
ranked were offered new 10 or 15 year contracts. Lower ranking contracts were of-
fered extensions of 2-5 years depending upon the relative ranking. This preserved
farmers’ ability to protect America’s most sensitive agricultural lands. Holders of
about 82 percent of expiring contract acres were approved for re-enrollment or ex-
tension.

The 2006 supplemental emergency appropriations act authorized the EFCRP to
provide assistance to timberland damaged by the 2005 hurricanes. Acreage enrolled
does not count against the CRP enrollment cap.

The Food, Conservation, and Energy Act of 2008 (2008 Farm Bill) extended CRP
enrollment authority through September 30, 2012, and required that enrollment be
no more than 32 million acres beginning October 1, 2009. Other changes included:

e Expansion of practices under FWP;

e 50 percent cost-share for tree thinning activities;

. %\Tew payment limitation applicability and adjusted gross income eligibility cri-
eria;

Updated cropping history to 4 of 6 years between 2002 and 2007;

Added new routine grazing authority;

Added TIP; and

Added authority to exclude continuous and CREP acreage from the 25 percent
county cropland enrollment limit.
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CRP’s purpose is “to assist owners and operators of land to conserve and improve
the soil, water, and wildlife resources of such land and to address issues raised by
state, regional, and national conservation initiatives.”

5. Success in Meeting Programmatic Purpose/Goals

CRP environmental benefits include:

Total Land Enrolled and Land Enrolled in Certain Categories

Fiscal Year (FY)

Measure Unit 2006 2007 2008 2009 2010
Total Land Enrolled million acres 36.0 36.8 34.6 33.8 31.3
In Buffers million acres 1.84 1.90 2.00 2.01 2.02
Wetlands million acres 2.01 2.06 1.98 1.98 2.05
HEL:! million acres 25.2 25.5 23.6 22.8 20.5
Reductions (not leaving field or intercepted by buffers)
Sediment million tons 210 216 219 220 220
Nitrogen million Ibs 607 623 616 611 607
Phosphorus million Ibs 121 124 123 123 122
Greenhouse Gas Reduction (Carbon Dioxide (CO>) equivalent/Year)
CO. sequestered million metric tons 51 50 48 47 44
Energy and Fertilizer million metric tons 9 9 8 8
Total million metric tons 60 60 57 55 52

1HEL means highly erodible land.

CRP improves water quality.

e CRP reduces the nitrogen and phosphorus leaving a field by runoff and percola-
tion. Using models developed by the Food and Agricultural Policy Research In-
stitute (FAPRI), in FY 2010, 607 million pounds less nitrogen and 122 million
pounds less phosphorus left fields due to CRP, which accounted for 95 and 86
perce;nt reductions, respectively, as compared to cropped land conditions in
2005/2006.

e Grass filters and riparian buffers (partial field enrollments) intercept sediment,
nutrients, and other contaminants before they enter waterways. FAPRI’s model
estimates that in 2010, 356 million pounds of nitrogen and 72 million pounds
of phosphorus were intercepted by 2.0 million acres of CRP buffers, nationally.

e In 2010, grass and tree plantings reduced nitrate loss by 109 million pounds.
Nitrate is a form of nitrogen that is biologically available to algae. Excess ni-
trate contributes to the formation of hypoxic zones in the Gulf of Mexico, Chesa-
peake Bay, and other waters.

o Wetlands restored and constructed by CRP improve water quality by converting
nitrate/nitrogen into benign atmospheric nitrogen. In 2010, Iowa’s 65 CREP
constructed wetland projects on 1,808 acres reduced nitrate runoff by nearly
650,000 pounds.

CRP enhances wildlife habitat. The 31.3 million acres of grass, trees, and wet-
lands established by CRP benefit numerous wildlife species. Several independent
studies have identified benefits to multiple bird populations including:

e Prairie Pothole Ducks—Researchers from the U.S. Fish and Wildlife Service
(USFWS) estimated that the CRP contributed to a net increase of about two
million additional ducks per year (30 percent increase in duck production) since
1992 in North Dakota, South Dakota, and Northeastern Montana. Populations
fluctuate on a year-to-year basis due to differences in precipitation patterns.

e Ringed-Neck Pheasants—Western EcoSystems Technology, Inc., found that,
in prime pheasant habitat, a four percent increase in CRP herbaceous vegeta-
tion was associated with a 22 percent increase in pheasant counts.

o Sage Grouse—The Washington Department of Natural Resources found that
CRP enrollment was associated with halting a decline (25 percent between
1970-1988) in sage grouse populations. The study found that a region without
substantial CRP enrollment had continued sage grouse population decline.

e Northern Bobwhite Quail—Mississippi State University found that quail ob-
servations were positively related to CRP enrollment. The quail population re-
sponse varies by cover and region.
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e Grassland Birds—The CRP was identified as a “Reason for Hope” for grass-
land birds in the 2009 “State of the Birds” report, which documented serious
declines in grassland birds. Researchers from the United States Fish and Wild-
life Service, U.S. Geological Survey, and the University of Montana found that
CRP had a large impact on grassland bird populations, including two birds des-
ignated as species of continental importance by Partners in Flight.

CRP sequesters carbon. CRP sequesters more carbon on private lands than any
other federally administered program. In 2010, CRP resulted in the equivalent of
a 52 million metric ton net reduction in carbon dioxide (CO) from CO, sequestra-
tion, reduced fuel use, and nitrous oxide emissions avoided from not applying fer-
tilizer. Carbon sequestration helps offset the release of greenhouse gases (GHG) into
the atmosphere. GHG have been associated with anthropogenic climate change.

CRP protects and enhances soil productivity. CRP conservation covers re-
duce erosion and protect soil productivity. By targeting fragile cropland and placing
these lands into protective conservation covers, the CRP greatly reduces sheet, rill,
and wind soil erosion. Each year since 2002, CRP reduced soil erosion by 325 million
tons or more from pre-CRP levels. Since 1986, CRP has reduced more than 8 billion
tons of soil erosion. (Note: Erosion rates and total sediment provided at the begin-
ning of this section are not comparable measurements because erosion includes the
rate of soil loss through wind and water erosion.)

CRP reduces downstream flood damage. CRP lands reduce downstream flood
damage by helping to reduce peak flows after storm events by holding and slowly
releasing the storm water.

FSA is using CRP enrollment data, the USDA soils and natural resource inven-
tories, and cooperative agreements with Federal, state, and other partners to refine
these performance measures and to estimate the benefits from CRP. For more infor-
mation see: http:/ [www.fsa.usda.gov | FSA webapp ?area=home&subject=
ecpa&topic=nra.

. Other sources of information related to the topics discussed above include the fol-
owing:

http:/ [www.fsa.usda.gov [ Internet | FSA File/factsheet crp bennies.pdf
http: | www.fsa.usda.gov | FSA [ webapp?area=home&subject=ecpa&topic=nra
http: | |www.fsa.usda.gov [ Internet | FSA  File/duck report.pdf

http:/ [www.fsa.usda.gov [ Internet [FSA File/pheasant study.pdf

http: | |www.fsa.usda.gov | Internet | FSA  File/sage grouse.pdf

http: | |www.fsa.usda.gov [ Internet | FSA  File/quail study.pdf

http:/ [www.fsa.usda.gov | Internet | FSA File/grassland birds fws.pdf
http:/ |www.stateofthebirds.org /2009 [ habitats | game-birds

http: /| |www.fsa.usda.gov | Internet [ FSA  File/fyannual2009.pdf

http: | [www.fsa.usda.gov | Internet | FSA File/606586 hr.pdf
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9. Eligibility Criteria
Eligible Producers

An eligible producer must have owned or operated eligible land for at least 12
months prior to enrollment. In cases where the land was not acquired to enroll in
the CRP, a waiver may be authorized.

Eligible Land

Land that may be offered includes cropland that is planted or considered planted
to an agricultural commodity 4 of the 6 crop years from 2002 through 2007, and
is physically and legally capable of being planted in a normal manner to an agricul-
tural commodity.

For continuous signup, land may be certain marginal pasture land.

Additional Cropland Requirements

In addition to cropping history, for general signup, cropland must meet one of the
following:

e Have a weighted average erosion index of 8 or greater;

¢ Be expiring CRP acreage; or

e Be located in a national or state CRP conservation priority area.
10. Utilization (Participation) Data

e Total enrollment of 31.31 million acres in 750,000 contracts on 416,000 farms.

e Consists of 26.2 million acres in 338,000 contracts on 222,000 farms in general
signup enrollment and 5.0 million acres in 412,000 contracts on 239,000 farms.

CRP Enrollment by State as of April 2011

Number of | Number of Anfr)lual Rental
umber o umber o ayments
State Contracts Farms Acres

($1,000) ($/Acre)
U.s. 749,913 415,953 31,213,510 1,720,354 55.12
Alabama 9,108 6,488 398,166 18,286 45.93
Alaska 45 28 19,037 671 35.25
Arkansas 5,956 3,289 250,780 14,971 59.70
California 506 390 124,510 4,712 37.84
Colorado 12,744 6,125 2,251,395 74,324 33.01
Connecticut 16 13 163 13 78.44
Delaware 666 349 6,850 754 110.13
Florida 1,318 1,067 56,382 2,262 40.12
Georgia 9,069 6,440 318,782 14,973 46.97
Hawaii 9 9 167 10 57.64
Idaho 5,200 2,960 668,317 29,619 44.32
Illinois 82,044 44,833 1,035,931 118,474 114.36
Indiana 38,168 21,360 286,447 31,196 108.91
Towa 106,489 53,422 1,673,364 214,169 127.99
Kansas 47,139 26,794 2,738,960 109,973 40.15
Kentucky 17,649 9,459 360,295 40,039 111.13
Louisiana 5,036 3,210 327,661 20,172 61.56
Maine 679 472 17,972 931 51.83
Maryland 6,427 3,518 79,041 10,891 137.78
Massachusetts 4 4 15 3 172.53
Michigan 15,185 8,695 229,140 20,198 88.15
Minnesota 63,002 33,112 1,640,921 110,574 67.39
Mississippi 19,808 12,458 850,134 40,870 48.07
Missouri 36,459 21,063 1,364,524 101,211 74.17
Montana 15,257 5,982 2,863,105 92,025 32.14
Nebraska 28,306 15,872 1,081,185 65,850 60.91
New Hampshire 5 5 58 3 55.46
New Jersey 275 194 2,449 170 69.29
New Mexico 1,978 1,283 453,819 15,221 33.54
New York 2,866 2,032 53,136 3,713 69.87
North Carolina 8,076 5,263 117,457 8,049 68.53
North Dakota 34,254 16,766 2,650,455 95,825 36.15
Ohio 38,008 21,227 343,596 40,952 119.19
Oklahoma 7,500 5,074 861,360 28,902 33.55
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CRP Enrollment by State as of April 2011—Continued

Number of | Number of Anfr)lual Rental
umber o umber o ayments
State Contracts Farms Acres Y

($1,000) ($/Acre)
Oregon 4,279 2,253 551,279 28,710 52.08
Pennsylvania 12,115 7,625 220,750 22,729 102.96
Puerto Rico 19 19 2,032 130 63.93
South Carolina 7,649 4,323 159,731 6,129 38.37
South Dakota 31,613 14,790 1,165,373 65,084 55.85
Tennessee 7,321 4,883 205,282 13,775 67.10
Texas 22,107 16,234 3,465,165 124,839 36.03
Utah 875 543 167,952 5,206 31.00
Vermont 384 271 2,875 288 100.18
Virginia 5,839 4,464 63,416 3,760 59.29
Washington 12,406 5,168 1,453,510 81,116 55.81
West Virginia 447 363 5,840 431 73.73
Wisconsin 24,642 15,107 400,679 32,064 80.02
Wyoming 965 653 224,020 6,087 27.17
Not Reported 1 1 28 2 82.00

Note: “Not Reported” includes a contract with a data anomaly.

11. Duplication or Overlap with Other Programs

CRP is not a duplicate of other USDA conservation programs. Certain programs
may share some common eligibility, but each program provides producers a unique
set of options for the short and long-term management of the farm or ranch. Gen-
erally, the same parcel of land cannot be enrolled in more than one program at the
same time. These programs are complementary because they provide choices for pro-
ducers in how they voluntarily protect their land and provide conservation benefits
to their community and beyond.

CRP enrolls land to create wildlife habitat. All of the lands eligible for CRP could
be enrolled in Wildlife Habitat Incentive Program (WHIP) if they fall within the
WHIP priority areas but not all lands eligible for WHIP could be enrolled in CRP.

CRP and WRP address the restoration and long term conservation of wetland re-
sources. However, CRP is directed primarily to cropland and marginal pastureland,
and many CRP participants with wetland resources are unwilling to have an ease-
ment placed on the land.

In the case of Grasslands Reserve Program (GRP), most of the land is either na-
tive sod or pasture but some cropland may be enrolled into easements or long-term
contracts. There is some potential overlap of eligible acres in riparian areas near
streams or rivers, but this gives producers the flexibility to enroll in the program
that best suits their needs.

CREP targets specific resource concerns in a state CREP project area while pro-
viding additional incentives for enrollment above and beyond what is available
under continuous CRP and Initiatives. These additional incentives are made pos-
sible through USDA and state government partnerships.

Initiatives and continuous CRP are available nationwide or in certain selected ge-
ographic areas.

Both Environmental Quality Incentives Program (EQIP) and CRP address natural
resource concerns, the land uses on which the practices are applied generally are
distinct. There could be minimal overlap where CRP enrolls windbreaks,
shelterbelts and shallow water impoundments for wildlife.

There are many examples of FSA and NRCS programs working together to
achieve conservation goals. For example, in the Chesapeake Bay, combinations of
land retirement and conservation practices/systems are used to achieve nutrient,
sediment and other resource objectives.

12. Waste, Fraud and Abuse

There has been no extensive Office of Inspector (OIG) or Government Account-
ability Office (GAO) audit of the program during the past 5 years. Although occa-
sional cases of producer misconduct may have been identified and addressed
through investigations in the past, we do not have a current audit that indicates
on-going systemic waste, fraud or abuse. FSA conducts its own internal investiga-
tion through its county office review process and through its internal review audit
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process. In 2008, 2009 and 2010 the amount of improper payments for CRP was .77
percent, 1.2 percent, and 1.77 percent, respectively.

13. Effect of Administrative PAYGO

Exhibit 1 shows the costs and savings related to USDA’s Administrative PAYGO
Scorecard.

1. Program Name

Emergency Conservation Program (ECP).
Prepared by USDA’s FSA.

2. Subprograms/Department Initiatives
None.

3. Brief History

ECP was authorized by the Agricultural Credit Act of 1978, as amended, to pro-
vide financial assistance to agricultural producers to rehabilitate farmlands dam-
aged by natural disaster when new conservation problems have been created that:
(1) if not treated, will impair or endanger the land; (2) materially affect the produc-
tive capacity of the land; (3) represent damage that is unusual in character and is
not the type that would recur frequently in the same area; and (4) will be so costly
to rehabilitate that Federal assistance is or will be required to return the land to
productive agricultural use. Funding is appropriated by Congress. ECP generally is
funde((li glrough periodic supplemental appropriations that remains available until
expended.

4, Purpose/Goals

ECP provides emergency funding and technical assistance for farmers and ranch-
ers to rehabilitate farmland damaged by natural disasters and for carrying out
emergency water conservation measures in periods of severe drought.

5. Success in Meeting Programmatic Purpose/Goals

ECP successfully provides financial assistance to agricultural producers to reha-
bilitate farmlands damaged by natural disasters. In FY 2010, nearly $54 million
was allocated to help producers throughout the country address damage from
drought, floods, hurricanes, wildfire, tornados and other disasters. As of June 20,
2011, in FY 2011, nearly $65 million (see 2011 allocations table below) has been al-
located to assist with similar disasters, including the devastating tornados that have
hit states such as Alabama, Arkansas, Alabama, Georgia, North Carolina, Pennsyl-
vania, Virginia and others, and floods in Arkansas, California, Colorado, Iowa, Ken-
tucky, Oregon, Minnesota, New York, North Carolina, Tennessee, Virginia, Wis-
consin and other states. If funds allocated to a state are not used within a reason-
a}ole %eriod of time, the funds are withdrawn and reallocated to meet ECP needs
elsewhere.
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9. Eligibility Criteria

County FSA committees determine land eligibility based on on-site inspections of
damage, taking into account the type and extent of damage. For land to be eligible,
the 1I(iatural disaster must create new conservation problems that, if untreated,
would:

e impair or endanger the land;
e materially affect the land’s productive capacity;

e represent unusual damage which, except for wind erosion, is not the type likely
to recur frequently in the same area; and

e be so costly to repair that Federal assistance is or will be required to return
the land to productive agricultural use.

Conservation problems existing prior to the applicable disaster are ineligible for
ECP assistance.

ECP program participants receive cost-share assistance of up to 75 percent of the
cost to implement approved emergency conservation practices, as determined by
county FSA committees. Socially-disadvantaged producers may be eligible for up to
90 percent cost-share assistance.

Individual or cumulative requests for cost-sharing of $50,000 or less per person,
per disaster are approved at the county committee level. Cost-sharing from $50,001
to $100,000 is approved at the state committee level. Cost-sharing over $100,000
must be approved by FSA’s national office. Further, there is a payment limitation
of $200,000 per person or legal entity per disaster.

10. Utilization (Participation) Data

Since 1978, ECP has provided assistance to help producers on between 2,000 to
nearly 38,000 farms a year. The wide range of assistance stems from the fact that
ECP is an appropriated program that is only utilized when needed by farmers and
ranchers after disasters strike.

As of June 20, 2011, about $167 million is estimated in unmet ECP needs pri-
marily related to recent natural disasters including flooding, tornadoes, drought,
and wildfires.

11. Duplication or Overlap with Other Programs

Although the Emergency Watershed Protection Program (EWP) and ECP have
similar goals, generally, ECP is farm level, and EWP is watershed level. Through
ECP, USDA works directly with farmers to cost-share on practices to restore land
and return it to production after a natural disaster. Under EWP, USDA works with
states, counties, or other local sponsors to provide financial assistance to address
problems caused by natural disasters that affect area wide issues. Sponsors must
provide a share of the resources to support the project.

ECP also works in concert with the Emergency Forest Restoration Program
(EFRP), authorized by the 2008 Farm Bill, Forestry Title, to address all eligible pri-
vate agricultural land after a natural disaster. EFRP addresses the critical need to
restor;ie nonindustrial private forestland after a natural disaster such a hurricane or
tornado.

12. Waste, Fraud and Abuse

Although occasional cases of producer misconduct may have been identified and
addressed through investigations in the past, no current systemic waste, fraud or
abuse has been identified related to this program. Due to the nature of ECP fund-
ing, ECP has been audited often. Most recently, following appropriations under the
2008 supplemental appropriations act and the 2008 disaster relief and recovery sup-
plemental appropriations act as well as transfer authority provided in the 2009 sup-
plemental appropriations act, OIG conducted the following audits:

a. Review of Emergency Disaster Assistance for 2008 Disasters: Emergency
Conservation Program, (Audit 03702-1-TE). This audit, which focused on ECP
assistance to address damages from Hurricanes Ike and Gustav, did not find
many significant issues.

b. Review of Emergency Disaster Assistance for the 2008 Natural Disasters:
Emergency Conservation Program (Audit 03702-1-TE). This audit, which fo-
cused on ECP assistance to address damage from the 2008 Midwest Floods, had
a number of findings, which could only be addressed with additional funding
and staff salary.

13. Effect of Administrative PAYGO
None.
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1. Program Name

Voluntary Public Access and Habitat Incentive Program (VPA-HIP).
Prepared by USDA’s Farm Service Agency.

2. Subprograms/Department Initiatives
None.

3. Brief History

VPA-HIP is a competitive grant program authorized by the 2008 Farm Bill. Up
to $50 million is available through FY 2012. Funding is limited to state and tribal
governments establishing new public access programs, expanding existing public ac-
cess programs, and/or enhancing wildlife habitat on lands enrolled in public access
programs.

4. Purpose/Goals

The primary objective of the VPA-HIP is to encourage owners and operators of
privately-held farm, ranch, and forestland to voluntarily make that land available
for access by the public for wildlife-dependent recreation, including hunting or fish-
ing, under programs implemented by state or tribal governments. VPA-HIP will
provide environmental, economic and social benefits including, but not limited to,
enhanced wildlife habitat, improved wildlife populations, increased revenue for rural
communities, and expanded opportunities for re-connecting Americans with the
great outdoors.

5. Success in Meeting Programmatic Purpose/Goals

Funding was first obligated under VPA-HIP in 2010. It is too soon to assess the
success in meeting programmatic goals.
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9. Eligibility Criteria

Only states and tribal governments are eligible for Federal VPA-HIP funding.
States and tribal governments may propose to use VPA-HIP grant funding to ex-
pand existing public access programs, create new public access programs, and/or
provide incentives to enhance wildlife habitat on lands enrolled in state or tribal
government public access programs.

10. Utilization (Participation) Data

States and tribal governments participating in VPA-HIP are Arizona, California,
Colorado, Georgia, Hawaii, Idaho, Illinois, Iowa, Kansas, Kentucky, Michigan, Min-
nesota, Montana, Nebraska, New Hampshire, North Dakota, Oregon, Pennsylvania,
South Dakota, Texas, Utah, Virginia, Washington, Wisconsin, Wyoming and the
Confederated Tribes and Bands of the Yakama Nation.

11. Duplication or Overlap with Other Programs

VPA-HIP is unlike any other USDA program as it specifically targets public ac-
cess. Incentives for enhancing wildlife habitat under VPA-HIP are limited to those
private land owners and operators who make land available for public access. The
Department of Interior Federal Aid in Wildlife Restoration Act makes funds avail-
able from an 11 percent excise tax on sporting arms and ammunition through the
Secretary of Interior to states. Activities eligible under the Landowner Incentive
Program (LIP) of the USFWS for such funding include acquisition and development
of access and improvement of wildlife habitat. VPA-HIP has proven complementary
to state public access program initiated as a result of LIP funding.

12. Waste, Fraud and Abuse
No such instances have to date been identified.

13. Effect of Administrative PAYGO
None.

1. Program Name

Grass Roots Source Water Program (Source Water).
Prepared by USDA’s Farm Service Agency.

2. Subprograms/Department Initiatives
None.

3. Brief History

Source Water is a grant program implemented for State Rural Water Associations
and is designed to help prevent source water pollution in states through voluntary
practices installed by producers and other landowners at the local level.

Source Water uses onsite technical assistance capabilities of each state rural
water association that operates a source water program in the state. State rural
water associations deliver assistance in developing source water protection plans
within watersheds for the common goal of preventing the contamination of drinking
water supplies.

Source water is surface and ground water that is consumed by rural residents.
According to the National Rural Water Association, ground water is the primary
source of drinking water for some 44,000 communities in the United States.
Through the program, state rural water associations hire, for every participating
state, a full-time source water specialist who possesses knowledge and experience
in rural issues. The technician works with FSA’s state and county leadership, NRCS
technicians, local leaders, and communities to create operating plans that identify
priority areas where local pollution prevention efforts are needed most in their re-
spective states.

This collaboration is intended to result in the development of a source water pro-
tection plan that outlines voluntary measures for farmers, ranchers, and local com-
munities that can be installed on their lands to prevent source water pollution. Vol-
untary measures may range from storing herbicides, pesticides, or other substances
in more secure containers to relocating waste lagoons. By working at the grassroots
level, local team members inform and educate participants about source water pro-
tection measures that benefit their neighbors and communities. Additionally, the
plans also establish steering committees to evaluate voluntary practices that have
been implemented. FSA monitors the overall performance of the program.
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4. Purpose/Goals

Source Water’s goal is to implement source water protection plans in each state
by assisting small and rural communities in protecting their drinking water re-
sources. There are source water protection plans in 43 states. The ultimate goal of
the project is to assist public water utilities and the agricultural community in co-
ordinating efforts by taking a proactive approach to maintain and/or improve water
quality within their source water protection planning areas.

5. Success in Meeting Programmatic Purpose/Goals

Between October 1, 2009, and September 30, 2010, source water protection plans
were completed in 119 communities which provide protection measures for 470 pub-
lic drinking water sources (415 wells and 55 surface water intakes).
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9. Eligibility Criteria
States are selected based on a formula that ranks states based on total maximum
daily loads, impaired waters, total farm acres, and total toxic discharges.

10. Utilization (Participation) Data

States participating in Source Water include: Alaska, Alabama, Arizona, Arkan-
sas, California, Colorado, Connecticut, Delaware, Florida, Georgia, Idaho, Ilinois,
Indiana, Iowa, Kansas, Louisiana, Maine, Maryland, Massachusetts, Michigan, Min-
nesota, Mississippi, Missouri, Montana, Nevada, New Hampshire, New Mexico,
North Carolina, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, Rhode Is-
land, South Carolina, Texas, Utah, Vermont, Virginia, Washington, West Virginia,
Wisconsin, and Wyoming. The 43 participating states were chosen based on objec-
tive technical criteria relating to water quality and population.

11. Duplication or Overlap with Other Programs

There is no overlap with Rural Development (RD) programs which provide sup-
port grants and loans for water and wastewater treatment, distribution, and collec-
tion systems.

The FSA source water program is not a duplication but is complementary of the
Environmental Protection Agency’s (EPA) source water initiatives. The EPA source
water program is targeted to compliance of community water supplies with Safe
Drinking Water Act regulations. FSA authorized source water efforts focuses incor-
porating the agriculture community into prevention of contamination in source wa-
ters through FSA programs such as the CRP and education of the agriculture com-
munity and non-governmental entities.

12. Waste, Fraud and Abuse
No such instances have to date been identified.

13. Effect of Administrative PAYGO
None.

1. Program Name

Grassland Reserve Program (GRP).
Prepared by USDA’s NRCS and FSA.

2. Subprograms/Department Initiatives
None.

3. Brief History

GRP was authorized in section 2401 of the 2002 Farm Bill and was reauthorized
by section 2403 of the 2008 Farm Bill. NRCS and FSA jointly administer this pro-
gram. Both agencies share policy development, NRCS administers the easements,
and FSA implements the rental contracts. Funding for GRP comes from the Com-
modity Credit Corporation (CCC).

Legislative Changes. The 2008 Farm Bill:

e Increased the acreage that may be enrolled in the program by 1.2 million acres
during the years 2009 through 2012.

e Provided priority for enrollment of expiring acreage from the Conservation Re-
serve Program (CRP), limited to ten percent of the total acres enrolled in any
year.

o Authorized eligible lands to be enrolled into either a permanent easement (or
maximum allowed under state law); or a 10, 15, or 20 year rental contract.

e Authorized restoration agreements on lands, enrolled under a either a rental
contract or an easement, to receive up to 50 percent cost-share.

e Expanded the definition of eligible to include land that contains historical or ar-
cheological resources and land that addresses state, regional, or national con-
servation priorities.

e Required a grazing management plan for GRP participants.

e Required that valuation of an easement be at the lower of either an appraisal
ogfmarket survey, a rate set by the Secretary of Agriculture, or the landowner’s
offer.

e Defined “eligible entities” as units of state, local, or tribal government or non-
governmental organizations that have a charter describing a commitment to
conserving ranchland, agricultural land, or grassland for grazing and conserva-
tion purposes.
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e Allowed that easements may now be acquired by eligible entities based on a 50
percent cost-share with the Federal Government.

e Established an annual payment limitation of $50,000 for both rental and res-
toration agreements.

e Waived a minimum acreage limitation for enrollment.

e Excluded land from the GRP if it is currently enrolled in another conservation
program or is already protected by an existing easement, contract or deed re-
striction or is owned by a conservation organization.

e Allowed interested landowners to submit applications under a continuous sign-
up.
4, Purpose/Goals

The purpose of the Grassland Reserve Program (GRP) is to assist landowners and
operators in protecting grazing uses and related conservation values by conserving
and restoring grassland resources on eligible private lands through rental contracts,
easements, and restoration agreements. The program emphasizes support for work-
ing grazing operations; enhancement of plant and animal biodiversity; and protec-
tion of grassland and land containing shrubs and forbs under threat of conversion.

5. Success in Meeting Programmatic Purpose/Goals

Montana: GRP Enrollments Support Agency Commitment to Sage Grouse
Habitat. In Phillips County, Montana, five GRP projects enrolled in the last 2 years
protect 29,485 acres. These projects help preserve rural ranching operations while
providing critical wildlife habitat for sage grouse and other grassland birds. The
USFWS announced this species as a candidate for listing on the Endangered Species
List. NRCS is taking proactive steps to protect and improve habitat in order to pre-
vent listing of this bird in significant decline. More than 80 percent of the acres in
these five ranches are prime habitat for of sage grouse. These ranchers have em-
braced management activities that continue to provide food, clean water, and habi-
tat for mule deer, elk, pronghorn, and a multitude of neo-tropical grassland birds
and one of the healthiest populations of sage grouse in the nation.

Pennsylvania: GRP Helps Landowners Manage for Conservation. Con-
servation-minded landowners are interested in protecting and improving pastures
for grazing management, while maintaining wildlife habitat for ground nesting
birds. These landowners see the GRP program as a good fit for their management
goals. These conservation easements protected nearly 400 acres of grasslands in
areas subject to increasing development pressure.

Wyoming: A 2,412 acre GRP easement was placed on land in central Wyoming,
adjacent to the Medicine Bow National Forest. The upper meadows are used by an
elk herd. Cows and calves graze during late spring and stay all summer. Good feed
and water nourish both domestic animals and wildlife, with escape cover on the
west end of the pasture. During fall and winter, elk cows and bulls spend days on
the pasture. Pronghorn antelope and mule deer are often seen in the lower ele-
vations. Approximately 25 to 35 sage grouse forage in the lower elevation habitat.

Sage-Grouse Recovery: USDA provided $2.5 million in GRP financial assistance
to five western states for Greater Sage-Grouse conservation and recovery on lands
identified by state wildlife agencies as containing critical sage grouse habitat. The
funds were used for enrollment of GRP easements on private lands in California,
Colorado, Montana, Utah and Wyoming, with technical assistance and additional fi-
nancial assistance provided through state and local partnerships.

Conservation on the Ground—GRP in Kansas. Kansas has very productive
native grasslands. During FY 2007, ranchers in Kansas signed 47 GRP conservation
easements that will protect 22,600 acres of the state’s native grassland. GRP con-
servation easements are one way to prevent the destruction of the Kansas tall-grass
prairie. And, Kansas ranchers have demonstrated a keen interest in the program
by enrolling 22,600 acres in GRP easements that will forever remain in tall-grass
prairie.

Washington State protecting historic grazing lands. The Colvin family has
ranched on their 530 acres family homestead along Scatter Creek in Washington
State since Ignatius Colvin arrived over the Oregon Trail in the 1850’s. GRP ease-
ments allow the current generation of the Colvin family to keep the land as a work-
ing ranch in perpetuity. Urban development pressures in western Washington make
maintaining large tracts of grazing lands very difficult. By granting GRP easements,
the entire 530 acres grazing area soon will be protected. The contiguous easements
were funded through Fiscal Year 2004, 2005, and 2009 allocations. The Colvin fam-
ily’s grazing management plan, developed with NRCS, maintains and enhances na-
tive prairie habitat.
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6. Annual Budget Authority (FY 2002-FY 2011)

FY

Apportionment ($ in millions)

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

$85
$115
$128
$54
$16
$3
$48
$101
$79

7. Annual Outlays (FY 2002-FY 2011)

FY

Outlays ($ in millions)

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

$34
$55
$71
$27
$29

$3
$46
$93
$80

NRCS GRP financial assistance (FA) funds support eligibility determinations,
rental contracts, easement acquisition, and monitoring. FA for easement acquisition
is obligated when the acres to be placed under easement are enrolled but are not
expended until the easement has been perfected which is a process that may take
over a year. Technical Assistance (TA) funds obligated in a given year are used for
workload generated by the enrollment of new acres and acreage already enrolled.
The majority of TA funding usually is expended in the year of obligation. FA fund-

ing represents the majority of program budget authority.
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11. Duplication or Overlap with Other Programs

GRP provides for the long-term conservation/preservation of critical grassland re-
sources that are under pressure from conversion. Other long-term conservation pro-
grams such as CRP, WRP, and Farm and Ranch Land Protection Program share
the common objective to enhance and improve the grassland resources through
short-term (10+ year contracts—CRP) or through the purchase of easements under
FRPP. Generally, the same parcel of land cannot be enrolled in more than one pro-
gram at the same time. These programs are complementary because they provide
choices for producers in how they voluntarily protect their land and provide con-
servation benefits to their community and beyond.

These programs share a common goal of restoring and protecting the natural re-
sources benefits of grassland ecosystems to provide wildlife, water quality erosion
and other natural resource benefits. In some cases, the restoration of the grassland
resources requires the development of grassland habitat or the development of the
infrastructure (fences, springs etc.) that will enable the long-term management of
these resources. In the cases where infrastructure or management changes are
needed, there may be some overlap with EQIP, Stewardship, and/or WHIP.

Some of the practices offered through Stewardship to meet the minimum thresh-
old at the end of the contract are also offered through other programs such as EQIP.
Utilizing Stewardship for this purpose increases the additionality intent and
uniqueness of the program.

12. Waste, Fraud and Abuse
No such instances have to date been identified.

13. Effect of Administrative PAYGO
None.

1. Program Name
Chesapeake Bay Watershed Program (CBWP).
Prepared by USDA’s NRCS.

2. Subprograms/Department Initiatives
None.

3. Brief History

The CBWP was authorized by section 2602 of the 2008 Farm Bill. The Chief of
NRCS may implement CBWP in the watersheds of all tributaries, backwaters, and
side channels draining into the Chesapeake Bay. These areas include lands in Dela-
ware, Maryland, New York, Pennsylvania, Virginia, and West Virginia.

As of 2010, CBWP participants have enrolled nearly 270,000 acres in about 1,800
agreements in the Chesapeake Bay watershed.
4. Purpose/Goals

The purpose of CWBP is to assist producers in implementing conservation activi-
ties on agricultural lands in the Chesapeake Bay for the purposes of (1) improving
water quality and quantity in the Chesapeake Bay watershed and (2) restoring, en-
hancing, and preserving soil, air, and related resources in the Chesapeake Bay wa-
tershed.
5. Success in Meeting Programmatic Purpose/Goals

In FY 2010:

NRCS enrolled over 950 agreements on over 156,000 acres.
The value of the contracts was over $33.5 million.
The average agreement size is 164 acres.

On average, NRCS agreed to reimburse participants approximately $35,000 for
each long-term agreement.

6. Annual Budget Authority (FY 2002-FY 2011)

FY Apportionment ($ in millions)

2002 —
2003 —
2004 —
2005 —
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6. Annual Budget Authority (FY 2002-FY 2011)—

Continued

FY Apportionment ($ in millions)
2006 —
2007 —
2008 —
20091 $23
2010 $43
2011 $72

1Chesapeake Bay Watershed Program funding began in FY
2009. Prior to this time, discretionary funds were received
through Congressionally designated projects.

7. Annual Outlays (FY 2002-FY 2011)

FY

Outlays ($ in millions)

2002
2003
2004
2005
2006
2007
2008
20091
2010
2011

83
$23
$41

1Chesapeake Bay Watershed Program funding began in FY
2009. Prior to this time, discretionary funds were received
through Congressionally-designated projects.

CBWP FA funds are obligated the year a contract is entered into, and this initial
obligation is applicable to the entire multi-year span of the contract. As the years
pass, FA for contracted practices is not expended until the practices are installed
and inspected for quality control by NRCS personnel. For this reason, FA funds tend
to outlay for multiple years after obligation. TA funds obligated in a given year are
used for workload generated by the enrollment of new contracts and workload gen-
erated by prior year contract implementation. The vast majority of TA funding tends
to outlay in the year of obligation. FA funding represents the majority of program

budget authority.
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9. Eligibility Criteria

Congress provided the authority to deliver CBWP funds through applicable pro-
grams in the Chesapeake Bay. Since the purpose of CBWP is similar to the purpose
of the Environmental Quality Incentives Program (EQIP), CBWP is administered
using the same programmatic rules as EQIP.

To participate in CBWP, both the land and the applicant must be eligible. Eligible
land includes cropland, rangeland, pastureland, private nonindustrial forestland,
and other farm or ranch lands in the Chesapeake Bay watershed. The land must
have an identified natural resource concern that poses a serious threat to soil,
water, air, or related resources by reason of land use practices, soil type, terrain,
climatic conditions, topography, flooding, saline characteristics, or other natural re-
source factors or natural hazard. Publicly-owned land is eligible only if: (1) the land
is under private control for the contract period; (2) is included within the partici-
pant’s operating unit; and (3) must have written authorization from the government
agency that owns the land to apply conservation practices. For irrigation-related
practices, the land must have a history of actively irrigating the land unit for 2 out
of the last 5 years.

Applicants must be an agricultural producer, have control of the land for the life
of the contract, be in compliance with farm bill provisions (highly erodible land, wet-
land conservation, protection of tenants and sharecroppers), be within appropriate
program payment limitations and adjusted gross income requirements, and develop
an EQIP plan of operations. Applications are accepted year round at local USDA
Service Centers, but there are application cut-off dates that vary from state to state.

10. Utilization (Participation) Data
CBWP Application/Contract Status data include:

Number of Active Financial
Fiscal Year and Completed Assistance TOtakcl;fsated
Contracts Obligated
2009 826 $18,592,739 110,327
2010 953 $33,517,624 156,704
Total 1,779 $52,110,363 267,031

11. Duplication or Overlap with Other Programs

CBWP is a mechanism for focusing funding for maximum impact, is delivered
through existing programs such as the EQIP, and is focused in the Chesapeake Bay
watershed and on priorities related to controlling nutrient and sediment and habitat
conservation.
12. Waste, Fraud and Abuse

No such instances have to date been identified.

13. Effect of Administrative PAYGO
None.

1. Program Name

Watershed Operations Program (Small Watershed).
Prepared by USDA’s NRCS.

2. Subprogram/Department Initiatives
None.

3. Brief History

The Watershed Operations programs operate under Public Law 83-566, the Wa-
tershed Protection and Flood Prevention Act of 1954, as amended (P.L. 83-566); and
Public Law 78-534, the Flood Control Act of 1944 (P.L. 78-534). Both of these laws
authorize the Secretary of Agriculture to install watershed improvement measures
to reduce flooding, sedimentation, and erosion damage; and improve the conserva-
tion, development, utilization, and disposal of water; and advance the conservation
and proper utilization of land.
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4. Purpose and Goals

The program sets out to develop Watershed Project Plans, with specific actions
and schedules that will meet local sponsor and resource concerns and that are phys-
ically, environmentally, socially, and economically defensible. The three general pur-
poses set out in P.L. 83-566 include: (a) Preventing damage from erosion, flood-
water, and sediment; (b) Furthering the conservation, development, utilization, and
disposal of waters; and (c) Furthering the conservation and proper utilization of
land. The general purposes set out in P.L. 78-534 are (a) Run-off and water-flow
retardation and (b) Soil-erosion prevention. NRCS provides technical and financial
assistance to install watershed improvement measures through three means: tech-
nical assistance, land treatment measures, and easement and construction meas-
ures.

These programs (P.L. 83-566 & P.L. 78-534) provide for cooperation between the
Federal Government and the states and their political subdivisions for purposes of:

e Agricultural Water e Watershed Protection o Water Quality Manage-

Management ment
e Fish and Wildlife e Flood Prevention— e Municipal & Industrial
e Public Recreation Flood Damage Reduc- Water Supply
tion

5. Success in Meeting Programmatic Purpose/Goals

Program Benefits. Estimates of flood prevention and other annual benefits to the
environment and communities from P.L. 83-566 and P.L. 78-534 that occurred in
FY 2010 are shown below.

Monetary Benefits. Benefits include:

o Agricultural Benefits (not related to flood control): $404 million. Benefits associ-
ated with erosion control, animal waste management, water conservation, water
quality improvement, irrigation efficiency, change in land use, etc.

e Non-Agricultural Benefits (not related to flood control): $899 million. Benefits
associated with recreation, fish and wildlife, rural water supply, water quality,
municipal and industrial water supply, and incidental recreation uses, etc.

o Agricultural Flood Protection Benefits: $320 million. This value includes all crop
and pasture damage reduction benefits as well as all other agricultural damage
reduction benefits.

e Non-Agricultural Flood Protection Benefits: $434 million. Non-agricultural flood
damage prevented to roads, bridges, homes, and other structures that exist in
the floodplain.

Natural Resources Benefits include:

e Acres of nutrient management: 674,283

e Tons of animal waste properly disposed: 4,801,640

e Tons of soil saved from erosion: 90,038,700

e Miles of streams and corridors enhanced, or protected: 54,190
e Acres of lakes and reservoirs enhanced, or protected: 2,518,613
o Acre-feet of water conserved: 1,842,813

o Acres of wetlands created, enhanced, or restored: 279,326

e Acres of upland wildlife habitat created, enhanced, or restored: 9,149,776
Social and Community Benefits:

e Number of people: 48,316,354

o Number of farms and ranches: 181,248

e Number of bridges: 61,678

e Number of public facilities: 3,650

e Number of businesses: 46,583

e Number of homes: 610,983

e Number of domestic water supplies: 27,857
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6. Annual Budget Authority (FY 2002-FY 2011)
(Watershed and Flood Prevention Operations, P.L. 78-534,
and Small Watershed, P.L. 83-566)

FY Appropriation ($ in millions)
2002 $106
2003 $109
2004 $86
2005 $75
2006 $74
2007 $9
2008 $30
2009 $24
2010 $30
2011 —

7. Annual Outlays (FY 2002-FY 2011)
(Watershed and Flood Prevention Operations, P.L.. 78-534,
and Small Watershed, P.L. 83-566)

FY Outlays ($ in millions)
2002 $85
2003 $80
2004 $73
2005 $86
2006 $81
2007 $78
2008 $44
2009 $42
2010 $19
2011 $15

Watershed Operations program TA funds generally outlay in the year the funds
are obligated. The only exception to this is when TA funds are obligated through
an architecture and engineering services contract to provide planning, design or
quality assurance inspection during construction. FA funds are obligated after per-
mitting and/or land rights are obtained. Outlays for these funds are generally ex-
pended over a fiscal year, but can extend over multi-years for a complex watershed
operations project or for a project whose contract was awarded toward the end of
the fiscal year. Given the nature of construction projects, it is possible for outlays
to carryon for multiple years after the initial appropriation or obligation of the
funds. Watershed Operations program funds are no-year funds.
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9. Eligibility Criteria

Sponsor: All watershed projects must have at least one outside sponsor which
must be a state or local organization/agency (i.e., state, city, town, conservancy dis-
trict, tribal) that has legal authorities to acquire and hold land rights, condemn land
if necessary, and perform continuing operations and maintenance. The sponsor(s)
must also be able to raise, expend, and publicly account for funds as these projects
have a local match or share required.

Project/Structures: Watershed projects involving an estimated Federal contribu-
tion in excess of $5 million for construction, or construction of any single structure
having a capacity in excess of 2,500 acre-feet of water storage require authorization
by Congressional Committee. Watershed projects are limited to 250,000 acres and
cannot include any single structure which provides more than 12,500 acre-feet of
floodwater detention capacity, or more than 25,000 acre-feet of total capacity. The
Chief of NRCS authorizes the use of Watershed Operations funds for all other
projects.

Federal financial assistance may be applied to installation costs when land treat-
ment measures are installed primarily to achieve environmental and public benefits
such as surface and ground water quality improvement, water conservation, and
flood mitigation. The Federal share may not exceed the rate of assistance for similar
practices under other USDA conservation programs.

Land treatment measures are installed through project agreements with local
sponsoring organizations or through long-term contracts between the landowner and
NRCS. In the first case, the local sponsors arrange for and accomplish the work by
contract or force account and NRCS makes payments to the local sponsoring organi-
zations as the land treatment measures are installed. In the second case, NRCS con-
tracts directly with landowners.

10. Utilization (Participation Data)

At the end of FY 2010, of the 1,757 projects authorized by the Watershed Protec-
tion and Flood Prevention Act, NRCS has assisted sponsors complete implementa-
tion on over 1,066 watersheds and are implementing works of improvement in 300
active watershed projects.

11. Duplication or Overlap with Other Programs:

The program was not funded under the 2011 Full-Year Continuing Appropriations
Act. The Agency is in the process of closing out operations.

Watershed Operations program payments cannot be applied to payments on land
for the same conservation purposes funded through other USDA conservation pro-
grams.

12. Waste, Fraud and Abuse:
No such instances have to date been identified.

13. Effect of Administrative PAYGO
None.

1. Program Name

The Watershed Rehabilitation Program.
Prepared by USDA’s NRCS.

2. Subprogram/Department Initiatives
None.

3. Brief History

The Watershed Rehabilitation Program (P.L. 106-472) is administered by NRCS
to assist project sponsors with rehabilitation of aging project dams. Only dams in-
stalled under P.L. 83-566, the Pilot Watershed Program, P.L. 78-534, or Resource
Conservation and Development (RC&D) Programs are eligible. This program pro-
vides technical and financial assistance to watershed project sponsors in rehabili-
tating aging dams in their communities.

4, Purpose/Goals

The purpose of P.L. 106-472 is to extend the service life of dams and meet appli-
cable safety and performance standards. Priority is given to those structures that
pose the highest risk to life and property. Projects are eligible when hazard to life
and property increases due to downstream development and when there is need for
rehabilitation to extend the planned life of a structure. Watershed Rehabilitation
Program work can consist of repairing or replacing deteriorated components, repair-
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ing damages from catastrophic events, upgrading the structure to meet state dam
safety laws, or to decommission a structure.

5. Success in Meeting Programmatic Purpose/Goals

The Natural Resources Conservation Service has authorized the rehabilitation of
162 of these high hazard dams in 22 states as of the end of FY 2010. Many of these
structures were originally set in rural areas and designed and constructed as “low
hazard” structures. As a result of land use change and downstream development,
many of these dams now represent a “high hazard” to surrounding communities.
These rehabilitated structures are constructed to high hazard standard which pro-
vide millions of dollars of flood protection. Through this program, NRCS is making
sure that the rehabilitation of these dams will not only ensure that these watershed
dams remain safe and protect the lives of people, property, and infrastructure, but
continue to provide flood control, recreation and wildlife habitat to the citizenry and
communities for an additional 50 to 100 years.

6. Annual Budget Authority (FY 2002-FY 2011)

FY Appropriation ($ in millions)
2002 $10
2003 $30
2004 $30
2005 $27
2006 $31
2007 $31
2008 $20
2009 $40
2010 $40
2011 $18

7. Annual Outlays (FY 2002-FY 2011)

FY Outlays ($ in millions)
2002 $6
2003 $10
2004 $19
2005 $21
2006 $21
2007 $22
2008 $31
2009 $24
2010 $32
2011 $17

The Watershed Rehabilitation Program TA funds are generally expended in the
year the funds are obligated. The only exception to this is when TA funds are obli-
gated through a services contract to provide planning, design or quality assurance
inspection during construction. FA funds are obligated after permitting and/or land
rights are obtained. These funds are generally expended over a fiscal year, but can
extend over multi-years for a complex dam rehabilitation project or for a project
whose contract was awarded toward the end of the fiscal year. Given the nature of
constructions projects, it is possible for outlays to carryon for multiple years after
the initial appropriation or obligation of the funds. Watershed Rehabilitation Pro-
gram funds are no-year funds.
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9. Eligibility Criteria

A dam must be under proper and active maintenance, and only dams installed
under P.L. 83-566, the Pilot Watershed Program, P.L. 78-534, or RC&D Programs
are eligible.

Each project requires a local cooperating sponsor that works closely with NRCS
to complete the rehabilitation of each dam. Each sponsor must provide thirty-five
(35) percent of the costs to rehabilitation a dam. Through several means, sponsors
in these communities contribute their funds through the collection bonds, County
budgets, state appropriations, state park division, Municipal taxing authority, Wa-
tershed taxing authority, and through In-kind technical services.

11. Duplication or overlap with other programs
There is no duplication or overlap with other USDA conservation programs.

12. Waste, Fraud and Abuse
No such instances have to date been identified.

13. Effect of Administrative PAYGO
None.

1. Program Name

Healthy Forests Reserve Program (HFRP).
Prepared by USDA’s NRCS.

2. Subprograms/Department Initiatives
None.

3. Brief History

Title V of the Healthy Forests Restoration Act of 2003 (Public Law 108-148) au-
thorized the establishment of the Healthy Forests Reserve Program (HFRP) which
was reauthorized by the 2008 Farm Bill.

HFRP provides financial assistance for specific conservation actions completed by
the landowner. As funds are made available, the NRCS Chief solicits project pro-
posals State Conservationists have developed in cooperation with partnering organi-
zations. States selected for funding provide public notice of the availability of fund-
ing within the selected area. HFRP offers four enrollment options:

e 10 year restoration agreement for which the landowner may receive 50 percent
of the average cost of the approved conservation practices;

e 30 year contract (equivalent to the value of a 30 year easement) for which the
landowner may receive 75 percent of the easement value of the enrolled land
plus 75 percent of the average cost of the approved conservation restoration
practices. This option is available to Indian Tribes only;

e 30 year easement for which the landowner may receive 75 percent of the ease-
ment value of the enrolled land plus 75 percent of the average cost of the ap-
proved conservation practices; or

o Permanent easement for which landowners may receive 100 percent of the ease-
ment value of the enrolled land plus 100 percent of the average cost of the ap-
proved conservation practices.

4. Purpose/Goals

HFRP assists landowners in restoring, enhancing, and protecting forest eco-
systems to: (1) promote the recovery of threatened and endangered species; (2) im-
prove biodiversity; and (3) enhance carbon sequestration. HFRP supports the NRCS
Mission Goal of Healthy Plant and Animal Communities.

5. Success in Meeting Programmatic Purpose/Goals

The following provides examples of HFRP results:

Oregon: Partnership Protects Working Forest and Enhances Habitat. In FY 2010,
NRCS partnered with the USFWS and the Oregon Department of Forestry (ODF)
to provide private landowners the opportunity to create a northern spotted owl
(NSO) habitat while maintaining a working forest. NSO habitat in the Pacific
Northwest is an important criterion for defining healthy forests, making HFRP an
excellent vehicle for this effort. NRCS developed HFRP long term management re-
quirements and sideboards as a supplement to the ODF Forest Stewardship Plan
on 11 properties being offered for permanent easements.

The supplements specify the long term management requirements and sideboards
of each individual property; some properties opted for even-age stand management
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and others for the uneven-age stand management regime. The FSP-HFRP supple-
ment recognizes the requirements of a State of Oregon Stewardship Agreement and
will require that the landowner intends to meet or exceed all Oregon Forest Prac-
tices Act standards current at the time of approval including provisions for Riparian
Management Areas. The information contained in the supplement provides guidance
and requirements to reach landowner and program goals and objectives. The supple-
ments include area regulation timelines and overall forest management practices for
thinning, patch cuts, plantmg, canopy cover requirements and specific management
regimes for each property

NRCS worked closely with USFWS and ODF to ensure consistency among agen-
cies’ requirements while developing the supplements. The supplements use forest
management to enhance future NSO habitat and maintain existing habitat. NRCS,
USFWS, and ODF entered into a programmatic Safe Harbor Agreement to provide
assurances to the landowner if they manage the property according to the Forest
Stewardship Plan supplement. NRCS develops conservation plans and landowner
conservation program contracts to implement the conservation practices necessary
for restoration, enhancement, and management for NSO as planned in the Forest
Stewardship Plan supplement. NRCS has completed the supplement plans for 11
properties in western Oregon totaling 1,852 acres of valuable habitat for the endan-
gered NSO on these potential permanent easements. The HFRP work has been an
excellent demonstration of one-on-one conservation planning resulting in detailed
landowner decisions while allowing management flexibility for plans that will
stretch into perpetuity. This has been an excellent model for all nonindustrial forest
planning.

6. Annual Budget Authority (FY 2002-FY 2011)

FY Appropriation/Apportionment
($ in millions)

2002 —
2003 —
2004 —
2005 —
2006 $2
2007 $2
2008 $2
2009 $10
2010 $10
2011 $10

Note: FY 2006 through 2008 is Discretionary appropria-
tions. FY 2009 through 2011 is the Mandatory apportion-
ments.

7. Annual Outlays (FY 2002-FY 2011)

FY Outlays ($ in millions)

2002 —
2003 _
2004 —
2005 _
2006 —
2007 _
2008 $1
2009 $1
2010 $3
2011 $6

Note: FY 2006 to 2008 is Discretionary funding and Man-
datory funding from 2009 to 2011.

HFRP FA funds support easement acquisition and restoration. Funds are ex-
pended when the easement is perfected or the practices necessary for restoration are
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installed and verified by NRCS personnel, both processes which may take over a
year to complete. TA funds obligated in a given year are used for workload gen-
erated by the enrollment of new easements and workload generated by easements
enrolled in prior years. The vast majority of TA funding tends to be expended in
the year of obligation. FA funding represents the majority of program budget au-
thority.
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9. Eligibility Criteria

Only privately held land, including acreage owned by an Indian Tribe, is eligible
for enrollment in HFRP. In addition, to be eligible, the landowner must commit to
restoring, enhancing, or measurably increasing the likelihood of recovery of a threat-
ened or endangered species or candidates for the Federal or state threatened or en-
dangered species list, and must improve biological diversity or increase carbon se-
questration. Land enrolled in HFRP must have a restoration plan that includes
practices necessary to restore and enhance habitat for species listed as threatened
or endangered or species that are candidates for the threatened or endangered spe-
cies list. NRCS provides technical assistance to help owners comply with the terms
of their HFRP restoration plans.

Landowners may receive safe harbor assurance for land enrolled in the HFRP
who agree, for a specified period, to protect, restore, or enhance their land for
threatened or endangered species habitat. In exchange, landowners avoid future reg-
ulatory restrictions on the use of that land under the Endangered Species Act.

10. Utilization (Participation) Data
Contract Fiscal Year 2010

Régﬁ(};g?ir;)n 30 Year Permanent
Agreements Easements | Easements
Number? 1 5 .
Acres? 0747 " e
Dollars Obligated $599,988 $882,139 | $4,994,249

1Numbers currently reported in NEST are undergoing an intense quality assur-
ance review.

11. Duplication or Overlap with Other Programs

To the extent that these programs each allow for 10 year restoration agreements
to improve wildlife habitat, there is duplication and overlap with the WHIP program
and the 10 year restoration agreement portion of HFRP.

12. Waste, Fraud and Abuse
No such instances have to date been identified.

13. Effect of Administrative PAYGO
None.

1. Program Name

Conservation Security Program (Security).
Prepared by USDA’s NRCS.

2. Subprograms/Department Initiatives
None.

3. Brief History

The 2002 Farm Bill authorized the Security. Except for existing program con-
tracts, it was replaced by the Conservation Stewardship Program (Stewardship) by
the 2008 Farm Bill.

Security is a voluntary program that provides financial and technical assistance
through 5 to 10 year contracts to promote the conservation and improvement of soil,
water, air, energy, plant and animal life, and other conservation purposes on Tribal
and private working lands.

The Chief of NRCS was authorized to implement Security in all 50 states, the
Caribbean Area, and the Pacific Basin area. The program provides equitable access
to benefits to all producers, regardless of size of operation, crops produced, or geo-
graphic location.

4, Purpose/Goals

Security’s goal is to identify and reward those farmers and ranchers who are
meeting the highest standards of conservation and environmental management on
their operations and to support ongoing stewardship of private agricultural lands by
providing payments for maintaining and enhancing natural resources.
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5. Success in Meeting Programmatic Purpose/Goals

In Fiscal Year 2011, a total of $180,292,191 was expended to cover the obligations
of 15,031 prior year contracts (2004—2008).

6. Annual Budget Authority (FY 2002-FY 2011)

FY Apportionment ($ in millions)
2002 —
2003 $4
2004 $41
2005 $202
2006 $259
2007 $297
2008 $379
2009 $283
2010 $234
2011 $204

7. Annual Outlays (FY 2002-FY 2011)

FY Outlays ($ in millions)
2002 —
2003 —
2004 $38
2005 $186
2006 $263
2007 $294
2008 $309
2009 $276
2010 $220
2011 $205

Security’s FA funds are obligated separately for each year of the contract with the
producer. They are expended during the year of obligation. TA funds obligated for
a given year are used for workload generated by prior year contract implementation.
The vast majority of TA funding also are expended in the year of obligation. FA
funding represents the majority of program budget authority.
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9. Eligibility Criteria
e Applicants must have submitted an application applied prior to Oct. 1, 2008.

o Eligible applicants include an individual producer, partnership, association, cor-
poration, estate, trust, other business or other legal entities controlling eligible
lands. The term producer means an owner, operator, landlord, tenant or share-
cropper that shares in the risk of producing any crop or livestock; and must be
entitled to share in the crop or livestock available for marketing from an agri-
cultural operation.

e An applicant must be in compliance with highly erodible land and wetland con-
servation provisions, and average adjusted gross income requirements.

e Working lands include cropland, grassland, prairie land, improved pasture, and
range land, as well as forested land that is an incidental part of an agriculture
operation.

10. Utilization (Participation) Data
Security Dollars Obligated on Active/Completed Contracts data include:

Financial Assistance Technical Assistance
Obligated Obligated
Total $199,927,828.26 $16,985,614.49

11. Duplication or Overlap with Other Programs

Because Security is available only for contracts that were entered into prior to the
enactment date of the 2008 Farm Bill, a producer who receives Security payments
cannot also receive payments under the Stewardship.

12. Waste, Fraud and Abuse

In July 2009, OIG issued an audit report on the Conservation Security Program.
They noted potential improper payments made to participants that were ineligible
and participants that received payments for more than one Security contract at a
time. The audit involved review of 20,653 contracts. Of those contracts, 37 percent
(7,666) contained errors, mostly minor or technical in nature. Three contracts (less
than one percent of all the contracts) were found to be fraudulent. Corrective actions
were taken on all errors and were completed by December 31, 2009.

To recover the improper payments that were made, NRCS sent demand letters
and bills to participants. For certain participants, liquidated damages have also
been assessed. NRCS has recovered $4.618 million to date as result of these correc-
tive actions. To remediate the situation, updated procedures were issued to require
field verifications prior to funds being obligated. NRCS continues to work to recover
all improper payments made.

13. Effect of Administrative PAYGO
None.

1. Program Name

Conservation Stewardship Program (Stewardship).
Prepared by USDA’s NRCS.

2. Subprograms/Department Initiatives
None.

3. Brief History

The 2008 Farm Bill authorized Stewardship with an enrollment of 12,769,000
acres for each fiscal year (FY) for the period beginning October 1, 2008, and ending
on September 30, 2017.

The Chief of NRCS makes Stewardship available to all producers, regardless of
operation size or crops produced, in all 50 states, the District of Columbia, and the
Caribbean and Pacific Island areas.

Since it was first funded in 2008, Stewardship has enrolled 20,567 contracts on
over 25.1 million acres.

4. Purpose/Goals

The purpose of Stewardship, as a voluntary program, is to encourage agricultural
and forestry producers to address resource concerns by: (1) undertaking additional
conservation activities; and (2) improving and maintaining existing conservation
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systems. Stewardship provides financial and technical assistance to help land stew-
ards conserve and enhance soil, water, air, and related natural resources on their
land.

Stewardship participants receive payments for conservation performance—the
higher the performance, the higher the payment. It provides two possible types of
payments. An annual payment is available for installing new conservation activities
and maintaining existing practices. A supplemental payment is available to partici-
pants who also adopt a resource conserving crop rotation. Through 5 year contracts,
NRCS makes payments as soon as practical after October 1 of each fiscal year for
contract activities installed and maintained in the previous year.

5. Success in Meeting Programmatic Purpose/Goals
In FY 2010:

NRCS enrolled 20,567 contracts on 25,164,327 acres.
The value of the contracts is $320,399,890.

The average contract size is 1,224 acres.

e On average, NRCS agreed to reimburse participants $15,578 for each contract.
6. Annual Budget Authority (FY 2002-FY 2011)

FY Apportionment ($ in millions)

2002 —
2003 —
2004 —
2005 —
2006 —
2007 —
2008 —
2009 $10
2010 $469
2011 $601

7. Annual Outlays (FY 2002-FY 2011)

FY Outlays ($ in millions)

2002 —
2003 —
2004 —
2005 —
2006 —
2007 —
2008 —
2009 $5
2010 $51
2011 $389

Stewardship’s FA funds are obligated separately for each year of the 5 year con-
tract for installing new or maintaining existing conservation activities. FA funds are
expended one year after obligation, after NRCS personnel perform a field visit to
site-verify that the conservation activities are installed and maintained to specifica-
tions. TA funds obligated in a given year are used for workload generated by the
enrollment of new contracts and workload generated by prior year contract imple-
mentation. The vast majority of TA funding tends to be expended in the year of obli-
gation. FA funding represents the majority of program budget authority.
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9. Eligibility Criteria

e Eligible land includes cropland, grassland, prairie land, improved pastureland,
rangeland, nonindustrial private forestland, and agricultural land under the ju-
risdiction of an Indian tribe.

e Eligible applicants include individuals, legal entities, joint operations, or Indian
tribes. Applicants must be the operator of record in the USDA farm records
management system for the eligible land being offered for enrollment and have
effective control of the land for the term of the proposed contract.

e Applicants must be in compliance with the highly erodible land and wetland
conservation provisions requirements and adjusted gross income provisions
prior to receiving program payments.

Stewardship contract provisions provide:

e A person or legal entity may have more than one Stewardship contract but, for
all Stewardship contracts combined, may not receive more than $40,000 in any
year or more than $200,000 during any 5 year period.

e The contract limit is the same as the payment limit except in the case of joint
operations, for which the contract limit is $80,000 per fiscal year and $400,000
over the term of the contract period.

10. Utilization (Participation) Data
2010 Stewardship Application/Contract Status data includes:

Number of . . .
- Financial Technical
égg;ﬁ;gg Assistance Totagglézated Assistance
Contracts Obligated Obligated
Total 20,567 $320,397,871 25,164,327 $59,940,382

11. Duplication or Overlap with Other Programs

Some of the practices offered through Stewardship to meet the minimum thresh-
old at the end of the contract are also offered through other programs such as EQIP.
Utilizing Stewardship for this purpose increases the additionality intent and
uniqueness of the program.

12. Waste, Fraud and Abuse

In an effort to implement lessons learned from the 2009 Conservation Security
Program OIG audit, NRCS undertook an independent inquiry of FY 2010 Conserva-
tion Stewardship Program Contracts. The agency reviewed ten random contracts
from 15 selected states after all states completed a “Checklist to Address Conserva-
tion Stewardship Program O&E Review Findings.” The results of the review showed
inconsistencies in the calculation of additional activity points. To address these mat-
ters NRCS has undertaken an extensive follow-up regime with all states providing
additional guidance, training, written directives and net conferences to alleviate the
problem. Finally, each new contract entered into must now have a NRCS conserva-
tionist field review the operation’s on-the-ground compliance prior to enrollment.

13. Effect of Administrative PAYGO
None.

1. Program Name

Wetlands Reserve Program (WRP).
Prepared by USDA’s NRCS.

2. Subprograms/Department Initiatives
None.

3. Brief History

Congress first authorized WRP in the 1990 Farm Bill and has reauthorized it
with little change in the three farm bills since. WRP is a voluntary program that
provides technical and financial assistance to enable eligible landowners to address
wetland, wildlife habitat, soil, water and related natural resource concerns on pri-
vate lands in an environmentally beneficial and cost effective manner. The program
achieves solutions to local community issues related to farms, ranches, rural lands
and other areas by establishing easements and long-term agreements on eligible
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farmlands and establishing 30 year contracts on Tribal lands. Over the last 20
years, WRP’s voluntary, private lands approach has made it the Federal Govern-
ment’s private lands wetland restoration and conservation program. Year after year,
WRP has delivered benefits to both the individuals participating and the American
public benefitting from the services the WRP wetlands provide.

4, Purpose/Goals

The primary purpose of WRP is the restoration, protection and enhancement of
wetlands and associated habitats for the benefit of wetland-dependent wildlife, with
an emphasis on migratory birds and special status species. The WRP goal is to
achieve the greatest wetland functions and values, along with optimum wildlife
habitat, on every acre enrolled in the program. WRP is most suited for frequently
flooded agricultural lands, where restoration will maximize habitat for migratory
birds and other wildlife, and improve water quality. WRP focuses on:

e Enrolling marginal lands that have a history of crop failures or low production
yields;

e Restoring and protecting wetland values on degraded wetlands;

e Maximizing wildlife benefits;

e Achieving cost-effective restoration with a priority on benefits to migratory

birds;

Protecting and improving water quality; and

Reducing the impact of flood events.

5. Success in Meeting Programmatic Purpose/Goals

WRP has become the preeminent Federal private lands program for protecting
and restoring wetlands. Over the last 20 years, WRP has helped more than 11,000
private landowners voluntarily restore, protect and enhance wetlands and wildlife
habitat on over 2.3 million acres nationwide. Currently, about 30 percent of those
acres are in the restoration process and will require continued conservation assist-
ance in order to reach full restoration. WRP has proven to be a program under
which NRCS, landowners and many various partners can work together to achieve
truly cooperative conservation resulting in long-term benefits on a landscape scale
that will ensure our wetland resources are available for future generations.

6. Annual Budget Authority (FY 2002-FY 2011)

FY Apportionment ($ in millions)
2002 $275
2003 $306
2004 $280
2005 $273
2006 $273
2007 $283
2008 $184
2009 $571
2010 $675
2011 $611

7. Annual Outlays (FY 2002-FY 2011)

FY Outlays ($ in millions)
2002 —
2003 $98
2004 $231
2005 $205
2006 $234
2007 $154
2008 $249
2009 $131

2010 $278
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7. Annual Outlays (FY 2002-FY 2011)—Continued

FY Outlays ($ in millions)

2011 $348

WRP TA funds support staff time needed to conduct eligibility determinations, fi-
nalize easement transactions, complete restoration designs, develop management
and maintenance plans, and conduct monitoring of wetlands under easement. WRP
FA funds support the easement costs paid to the landowner, restoration costs paid
for implementation of restoration design, and implementation costs for maintenance
and repairs on existing easements. FA for easement acquisition is obligated when
the acres to be placed under easement are enrolled but is not expended until the
easement is perfected, a process that may take years. FA for restoration is obligated
when contracts are developed based on final restoration designs but is not expended
until the installation of practices used to restore the wetlands is complete and
verified by NRCS personnel, which also may occur over several years. TA funds obli-
gated in a given year are used for workload generated by the enrollment of new
acres and workload generated by acquisition, restoration, and monitoring of prior
year enrollments which requires the majority of the TA funds obligated in a given
year. FA funding represents the majority of program budget authority.
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11. Duplication or Overlap with Other Programs

There is some potential overlap of the restoration cost-share agreement enroll-
ment option of WRP with WHIP. Because the restoration cost-share agreement en-
rollment option does not have an associated easement, it provides technical and fi-
nancial assistance in the form of a cost-share agreement for the implementation of
wetland restoration. The wetland restoration practices implemented through the
WRP restoration cost-share agreements would potentially be eligible for cost-share
under WHIP. The primary benefit of the WRP restoration cost-share agreement that
sets it apart from WHIP is the length of the agreement. The WRP agreements re-
quire the restoration to be maintained for a longer period of time—a minimum of
10 years after the date the last practice is installed and, in contrast, WHIP agree-
ments can be for one year to a maximum of 10 years. Thus, the WRP restoration
cost-share agreements provide for a longer term protection of the public investment
and realization of the public benefits resulting from the restored wetlands.

CRP land eligibility criteria is more narrow than WRP. The nature of the agree-
ments with landowners is also vastly different. Although there may be some overlap
of eligible land with the CRP, WRP does not offer enrollment options similar to
CRP.

12. Waste, Fraud and Abuse
No such instances have to date been identified.

13. Effect of Administrative PAYGO
None.

1. Program Name

Farm and Ranch Lands Protection Program (FRPP).
Prepared by USDA’s NRCS.

2. Subprograms/Department Initiatives
None.

3. Brief History

FRPP was last reauthorized in 2008 Farm Bill. This legislation expanded the pur-
pose of the Farm and Ranch Lands Protection Program from “protecting topsoil” to
“protecting agricultural use and related conservation values of the land.” The pro-
gram now allows for long term agreements with cooperating entities. Such agree-
ments may be 5 years in duration for certified entities and 3 years for eligible enti-
ties that are not certified. The 2008 Farm Bill defines a “certified entity” as an eligi-
ble entity with a proven record of acquiring and monitoring conservation easements.
Entities may submit proposals to protect farm and ranch lands throughout the term
of the agreement.

4. Purpose/Goals

FRPP is a voluntary program that helps farmers and ranchers keep their land
in agriculture. The program provides matching funds to state, Tribal, or local gov-
ernments and non-governmental organizations with existing farm and ranch land
protection programs to purchase conservation easements.

5. Success in Meeting Programmatic Purpose/Goals

The following is an example of the benefits of FRPP:

The 180 acre Carpenter Farm and the 142 acre Sparks Farm in Salem County
were protected from development with funding from the State Agriculture Develop-
ment Committee (SADC), Garden State Preservation Trust, and FRPP. The Car-
penter Farm has been in agriculture for more than 300 years. Wheat and soybeans
are the primary crops cultivated on the Sparks Farm. In addition to protecting rich,
fertile farmland and investing in the agricultural economy of the region, preserving
these lands also provides a significant environmental benefit. The resulting land
and waterscape is one of the top areas in the state for waterfowl diversity and has
been designated an Important Bird Area by New Jersey Audubon.

6. Annual Budget Authority (FY 2002-FY 2011)

FY Apportionment ($ in millions)
2002 $50
2003 $100
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6. Annual Budget Authority (FY 2002-FY 2011)—

Continued

FY Apportionment ($ in millions)
2004 $112
2005 $112
2006 $74
2007 $74
2008 $97
2009 $121
2010 $150
2011 $175

7. Annual Outlays (FY 2002-FY 2011)

FY Outlays ($ in millions)
2002 —
2003 $15
2004 $54
2005 $63
2006 $59
2007 $91
2008 $73
2009 $74
2010 $102
2011 $97

FRPP FA funds are obligated the year parcels are enrolled in the program but
not expended until easements are closed, which may take several years. TA funds
obligated in a given year are used for workload generated by the enrollment of new
parcels and workload generated by parcels enrolled in prior years. The vast majority
of TA funding tends to be expended in the year of obligation. FA funding represents
the majority of program budget authority.
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9. Eligibility Criteria

Individual landowners must apply to and be accepted by the eligible state, tribe,
or local government or nongovernmental programs to participate in FRPP. As a
Title XII program, these individual landowners must meet farm bill payment eligi-
bility requirements for adjusted gross income, wetland conservation, and highly
erodible land conservation. The land to be enrolled in FRPP must meet one of three
criteria to qualify for consideration: (1) have at least 50 percent prime, unique, or
important farmland soil; (2) have historic or archeological resources; or (3) support
the policies of a state or local farm and ranch lands protection program.

To qualify, farmland must: be part of a pending offer from a state, tribe, or local
farmland protection program; be privately owned; have a conservation plan for high-
ly erodible land; be large enough to sustain agricultural production; be accessible
to markets for what the land produces; have adequate infrastructure and agricul-
tural sup