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AGRICULTURE, RURAL DEVELOPMENT, FOOD 
AND DRUG ADMINISTRATION, AND RE-
LATED AGENCIES APPROPRIATIONS FOR 
2017

WEDNESDAY, FEBRUARY 10, 2016. 

COMMODITY FUTURES TRADING COMMISSION 

WITNESS
HON. TIMOTHY MASSAD, CHAIRMAN, COMMODITY FUTURES TRADING 

COMMISSION

Mr. ADERHOLT. The subcommittee will come to order. I would 
like to welcome everyone to the Agricultural Appropriations sub-
committee’s first hearing for fiscal year 2017. 

I also would like to recognize that we have a new member of our 
subcommittee that is now officially onboard, Mr. Palazzo from Mis-
sissippi. He came to this subcommittee right after we finished up 
the hearings last year. So we are glad to have him be a part of the 
hearing this year and for what he will bring as far as his ques-
tioning and his comments as we move forward. 

Today we welcome Chairman Massad. Thank you for being here 
with us. I understand you have had a full day today. So welcome 
for the afternoon session. 

But we look forward to discussing CFTC’s fiscal year 2017 budg-
et request of $330 million, and of course other matters that are re-
lated to the Commission. 

The CFTC’s budget has been a topic of much talk over the past 
few years, fueled by significant annual budget requests. As we saw, 
the White House yesterday announced support for a doubling of the 
CFTC’s budget to $500 million fiscal year 2021. This proposal is 
within the context of CFTC’s having already received significant in-
crease of more than 123 percent since the financial crisis. 

For fiscal year 2017, if fully funded, this request would increase 
CFTC’s budget by 195 percent since the financial crisis of 2008. 
The agency has more than doubled in size in a matter of a few 
years. The President’s goal of quadrupling the agency in just over 
a decade ignores the Nation’s crippling $19 trillion debt, and as I 
mentioned last year during our annual budget hearing, the contin-
ued pattern of submitting excessive budget requests seems to be a 
political maneuver that actually moves the goal post. 

These are the kinds of statistics that this Committee has to look 
at, has to examine as we move forward and we determine where 
we are going to invest additional monies. The subcommittee’s juris-
diction covers a number of agencies, as you know. Of course, CFTC, 
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as we are here today, but also the Food and Drug Administration, 
and a vast majority of the U.S. Department of Agriculture. USDA 
alone is asking for an increase of almost $800 million and the FDA 
is asking for another increase this year. 

I want to emphasize that nearly every agency that is putting 
forth a request to this subcommittee can justify in some way why 
they need a bigger budget. For fiscal year 2016, the subcommittee 
had to consider additional funding increasing for the CFTC in light 
of other critical needs, such as the growing humanitarian and ref-
ugee crisis in the Middle East; the needs of the FDA to implement 
the Food Safety Modernization Act; providing funding for the high-
ly pathogenic avian influenza; and of course, keeping the lights on 
for families in rural housing throughout USDA’s Rental Assistance 
Program.

Each of these areas deserved a hard look for increases, and when 
compared to years in the past, these were tough decisions that the 
Committee had to make. This being said, it should be noted that 
CFTC has made some improvements in how it regulates the mar-
kets and improved some uncertainty for market end users. This in-
cludes your ongoing work on the swap dealer de minimis rule, mov-
ing forward on the cross-border equivalency. 

Since your time as chairman, you have addressed a slew of unre-
solved regulatory issues left in the wake of the Dodd-Frank enact-
ment, but there are, of course, still ways that progress can be 
made.

I am particularly appreciative of the cooperation between you 
and your team and our staff in providing updates and working with 
us as we resolve critical issues. 

With all that said, there are many issues that we need to look 
at a little closer, including the budget request for this year, various 
regulatory issues, and CFTC’s management issues. 

You also mentioned cyber security in your written testimony, and 
I agree that this is a very important issue, and the committee has 
provided $282 million since fiscal year 2011, particularly for infor-
mation technology. 

Now, it was a bit disappointing to see that the President’s re-
quest did not include money or requested money set aside for IT, 
but under this budget request, CFTC spending will increase 32 per-
cent, and this is the eighth consecutive double digit increase that 
has been requested since 2008, and we will discuss that a little bit 
further as we move forward. 

Also we will touch on a recent ruling requested by this sub-
committee from the Government Accountability Office and which 
resulted in a potential violation in the Antideficiency Act. This per-
tains to an accounting issue that culminated in the agency’s finan-
cial auditor retracting ten years’ worth of financial statements. 

Congress had to fix this issue in the fiscal year 2016 Omnibus 
that resulted from action taken by a prior CFTC chairman. 

At our annual CFTC hearing back in 2013, this subcommittee 
originally raised the issue of the CFTC’s leasing practices and 
costs. What was discovered led to the investigation by the agency’s 
Inspector General, the GAO’s own leasing audit, and the recent 
GAO legal opinion showing that CFTC potentially violated the 
Antideficiency Act. 
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In addition, this subcommittee has noted for years that the agen-
cy’s leases are significantly higher than what they should be and 
have resulted in excessive cost. The CFTC’s Inspector General con-
firmed these suspicions a few years ago. 

Since Dodd-Frank, the agency’s numbers of personnel has in-
creased by 18 percent, while annual leasing costs have increased 
by a staggering 74 percent, an additional $9.3 million per year in 
leasing cost. These leases were negotiated based upon funding as-
sumption rather than on actual appropriations. 

This subcommittee requested the initial review by the CFTC’s In-
spector General of the agency’s leasing cost and followed up with 
a review by the Government Accountability Office. The bottom line 
in this one case and in future examples is for agencies to be great 
stewards of limited resources. 

Finally, we will discuss various rulemaking and other regulatory 
issues that are raised by our Members. I cannot agree more with 
the statement that is in your written testimony that you said, 
‘‘Sensible regulation is essential.’’ How to define ‘‘sensible’’ within 
the context of current or future regulations is often what is up for 
debate.

Whether the Commission needs more money or not may, in fact, 
be a valid question. This subcommittee’s goal remains to get past 
the rhetoric and into the nuts and bolts of the agency’s actual 
needs, how these budget increases actually resulted in preventing 
another financial crisis. The implication of some is more money for 
this agency will prevent another meltdown. 

The question is: what metrics prove this theory? These are all 
questions that we will ask and we will look at in this budget re-
quest.

CFTC has received some of the largest increases across the Fed-
eral Government at a time of fiscal belt tightening. 

Before I proceed, I do want to take just a minute to share the 
themes that we have set out for the subcommittee this year. In 
summary, there are basically four things: outcomes, vibrancy, sup-
port, and protection. 

In particular, No. 1, increasing oversight efficiency and need for 
effective outcomes; 

Number 2, keeping rural America vibrant; 
Number 3, supporting American farmers, ranchers, and pro-

ducers;
And, four, protecting the health of people, plants and animals. 
Theme number one builds off our oversight activities over the 

past several years. It is about streamlining. It is about strength-
ening and simplifying programs and proven accountability, sup-
porting effective programs for which the government has a clear 
and unique rule; ensuring appropriate staff levels; and prevent bur-
densome regulation. 

For CFTC, this ensures that money is being spent properly on 
leasing costs and the limits unionization has placed on its ability 
to hire more staff. 

Theme No. 2 is about making smart investments in vulnerable 
populations and critical utility infrastructure; assisting rural busi-
nesses with unique economic challenges; and making it a priority 
to fund those things that help grow the economy and jobs. 
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I want us to provide relief to financial end users and make sure 
families can stay in their homes. 

Theme No. 3 is about the constituents that we represent. This 
includes providing opportunities to them through domestic and 
international markets; ensuring free and fair markets; supporting 
science and research; and ensuring the safety net is there for those 
who need them the most. 

And then finally theme No. 4 is about ensuring a safe and 
healthy food supply; controlling and eradicating plant and animal 
pests that threaten industry; delivering nutritional assistance to 
vulnerable populations; and the efficient use of funds for nutrition 
research and education. 

Many of the end users are producers of an abundant food and 
drug supply. So our subcommittee literally touches the lives of 
every American in one way or the other and in some regard. 

I certainly am honored to have the chance to chair this sub-
committee as we do exactly that, and I look forward to a fulfilling 
year as we move forward in looking at the budget for fiscal year 
2017.

Now I would like to yield to the distinguished ranking member 
from the State of California, Mr. Sam Farr, for any comments that 
he would like to make. 

Mr. FARR. Well, thank you very much, Mr. Chairman. 
I think I get that distinguished label now that I have announced 

that I am retiring, but thank you very much. Thank you for your 
starting these hearings earlier and starting off in this very impor-
tant arena. 

And thank you, Mr. Chairman Massad, for your leadership. I 
want to commend the CFTC for the great work you have done over 
the years. 

We kind of zoomed through this budget very quickly, and at the 
end we always seem to cut, squeeze and trim it, and I think what 
I would really hope that we might do this year instead of play 
‘‘gotcha’’ we really think about why it is so important to meet the 
requests that the President has made in this budget for your mis-
sion, and hope in your remarks you will talk a little bit about that. 

There are accounting, bookkeeping issues, as the Chairman 
talked about, but it seems to me you have always been forth-
coming. Your agency has always been forthcoming about every one 
of those things, never tried to hide anything. There was no misuse 
of funds. It was accounting errors, procedural errors and, frankly, 
the amount of money involved is de minimis compared to what the 
mission is here. 

And I hope that we do not let the detail ruin the mission. I was 
kind of surprised. I mean, I looked at the report that the GAO did, 
but it also admitted that this had been going on for 22 years, and 
they never found it. So I think there is some responsibility here for 
the GAO who has failed to be the watchdog on this. 

You know, I saw the movie ‘‘The Big Short’’ this year, and these 
are always complicated issues, and it was interesting how as every-
body who went through that period, even in that movie, they had 
a very interesting way of describing what was happening, as you 
know, sidebars, little vignettes of activity, very clever way to sort 
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of let the audience know how to understand these complicated fi-
nancial instrument terms and actions. 

I think that is always the same thing that happens with you, I 
mean, with your Commission. It is a very esoteric field. Most peo-
ple who invest in markets do not do it in derivative swaps, do not 
do it in commodities, and so on, and therefore, do not know how 
important it is, and as I understand, it is a trillion dollars a day 
almost business, a working day. 

That is a lot of money, and what happens is the rules that you 
are enforcing are the rules that Congress wrote in the Dodd-Frank 
bill. We wrote it and said this is what you have got to do, and now 
that you are doing it, you are getting dinged because some people 
on the outside do not like having to, you know, do the paperwork 
and do not necessarily want to be monitored. 

But it seems to me if we do not do that enforcement, if we do 
not be that cop on the beat or the referee in the game, which your 
responsibility is, my God, the losses to people that are not going 
to understand what happened, and I think it is going to get back 
to Congress who sat there and needled away at your budget year 
after year. 

And, yes, you have had increased requests, but I do not recall 
that we have ever really honored much of that request. In fact, I 
was told that of all the federal agencies, you have been the one 
that has gotten the most consistent across-the-board cuts that aver-
ages about 26 percent a year from the request the President made 
to what Congress funds you. 

So as we go into this, I hope it is not a cat and mouse game. I 
hope that we can begin, Mr. Chairman, because I think this is 
what this Committee is. If there are differences on how to operate 
this agency, let’s solve those problems so that the agency can do 
their work that they are mandated to do in the Dodd-Frank law, 
and hopefully we will get that done this year and get off this you 
ask and we cut, and that is it and you have got to live with it. 

Because you would not have had all of these vacancies at all had 
you gotten the money that was necessary to fill those vacant spaces 
because that is what you thought you had to do and, frankly, at 
the time the Democrats were in the majority in the House or right 
after that, and we would have honored your request. 

It is the next party that ended up cutting it. So I hope we get 
away from cut, squeeze, and trim and get into let’s fund the mis-
sion enough to be able to do the mission. That is the argument we 
give for the military. Let’s do it for the CFTC. 

Thank you very much. 
Mr. ADERHOLT. Thank you, Mr. Farr. 
And, Chairman Massad, we will turn to you now for your open-

ing statement, and again, we appreciate you being here. 
Mr. MASSAD. Thank you, Chairman Aderholt, Ranking Member 

Farr, and members of the subcommittee. 
I am pleased to be back to discuss the President’s fiscal year 

2017 budget request for the CFTC. For fiscal year 2017, the Com-
mission is requesting $330 million, an increase of $80 million over 
the 2016 enacted level. 
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Mr. Chairman and members of the Committee, in the aftermath 
of the global financial crisis, the work of the CFTC is more impor-
tant than ever and critical to the U.S. economy. 

Thanks to our dedicated staff and to the constructive and collabo-
rative engagement of my fellow Commissioners Bowen and 
Giancarlo, we are bringing important, sensible regulation to the de-
rivatives markets. We are working to make sure that the rules re-
quired of us by the Dodd-Frank Act concentrate on the areas of 
greatest risk, and that commercial end users are not unfairly bur-
dened and can continue to use these markets effectively and effi-
ciently to hedge routine commercial risks. 

We are seeking to address new and emerging risks in our mar-
kets, such as cyber-attacks, perhaps the single greatest threat to 
the orderly functioning of our financial system today, and we are 
looking toward the future, taking action to address the potential for 
disruptions from automated trading, for example. 

The Commission is also working successfully to harmonize regu-
lation with our fellow domestic and international regulators. Here 
let me pause to note the important announcement that Commis-
sioner Jonathan Hill of the European Commission and I made this 
morning regarding clearinghouse regulation. 

After years of negotiation, we have reached an agreement that 
resolves the equivalence issue and will ensure that European and 
U.S. clearinghouses can continue to provide clearing services in 
each other’s jurisdiction. It will help ensure that our global deriva-
tives markets remain robust while keeping our financial system as 
stable and resilient as possible. 

It is also a significant milestone in our cross-border harmoni-
zation effort. 

Finally, the CFTC is engaging in robust enforcement, which is 
the most important thing we can do to ensure these markets oper-
ate with integrity and that the public is protected from fraud. 

But sensible regulation requires resources, and I cannot under-
score that enough. The increases the CFTC has received in the past 
are appreciated and were well used. For example, the fiscal year 
2015 increase allowed us to take some steps to improve our infor-
mation technology capabilities and to bolster our staff in critical 
areas like enforcement and surveillance. 

But the Commission’s budget today is simply not commensurate 
with its responsibilities. Those responsibilities were vastly in-
creased as a result of the global financial crisis, the crisis which 
caused trillions of dollars in damage to our economy and untold 
suffering to American families. 

And our responsibilities have increased because the traditional 
markets we oversee have grown substantially in size and techno-
logical complexity in the last few years. The United States has long 
had the best derivatives markets in the world. They are the most 
robust, dynamic and competitive. The budget we are requesting is 
critical to keeping them that way because successful markets re-
quire effective oversight, including proper examinations, surveil-
lance, enforcement, and the other core activities we engage in. 

Of the $80 million requested increase, approximately 36 percent 
would be dedicated to information technology investments, critical 
to the Commission’s activities, such as market financial and risk 
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surveillance, data collection and analysis, and enforcement. This 
will help us keep pace with an industry that is changing and inno-
vating at the speed of light, and it is much larger and more com-
plex than even just a few years ago. It will help us to improve our 
IT infrastructure and our surveillance capabilities. 

The remaining 64 percent supports an increase in staffing and 
related support, with a particular focus on highly critical areas, 
such as surveillance, enforcement, and examinations. 

For example, it will increase our ability to examine critical mar-
ket infrastructure, such as clearinghouses and exchanges. It will 
increase our ability to go after bad actors so that we fully protect 
customers like farmers, retirees and commercial business and pre-
serve the integrity of our markets, and it will ensure that we can 
be even more responsive to the concerns of commercial end users. 

Finally, I would like to point out that our budget request is a 
fraction of the amount this agency has added to the U.S. Treasury 
in recent years as a result of our enforcement actions. Last year, 
for example, we collected over $3.2 billion through enforcement ef-
forts, or an amount equal to over 12 times our budget for that year. 

Mr. Chairman and members of the Committee, I believe this 
budget request is a good investment, a good investment in making 
sure our derivatives markets continue to work for American farm-
ers, ranchers, businesses and the American economy. 

Thank you for the opportunity to testify today, and I look for-
ward to your questions. 

[The information follows:] 
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Mr. ADERHOLT. Thank you. Thank you, Mr. Massad, for your tes-
timony.

We will continue now with the question portion of the hearing. 
I would like to walk through some of the agency’s budgetary in-
creases that have occurred over the past few years and some state-
ments for the record explaining how and why these have come to 
pass.

Going back to fiscal year 2007, the agency had a budget of just 
less than $100 million. By fiscal year 2010, our minority counter-
parts had increased the budget to $169 million, and in describing 
these actions, they noted that, quote, ‘‘CFTC will have received a 
substantial 44 percent increase in its appropriated funding in just 
two years,’’ end quote. 

Today CFTC’s appropriation stands at $250 million, with the Re-
publican controlled Congress providing an additional increase of 
123 percent since the financial crisis of 2008. 

In fiscal year 2011, after Republicans took control of Congress, 
the President submitted a budget request of $261 million. That re-
quest grew to $315 million in fiscal year 2014, but it was back 
down to $280 million for 2015. 

This year the President set a new record at $330 million and is 
asking for $500 million over the next 5 years. 

These requests, as you can see, seem to be all over the place, and 
it is difficult sometimes to separate reality from politics. My minor-
ity counterparts thought 44 percent was substantial. Now they do 
not seem to think 123 percent is anywhere near enough. 

Have you not set year-over-year records for enforcement actions 
and collection of monetary penalties in billions of dollars in the 
past few years? Is that true? 

Mr. MASSAD. Yes. 
Mr. ADERHOLT. Have you been able to meet your hiring targets 

with increases that have been provided you? 
Mr. MASSAD. By hiring targets, Mr. Chairman, may I just ask 

you to clarify what you mean by hiring targets? 
Mr. ADERHOLT. Your full-time employee levels. 
Mr. MASSAD. Oh, we set a level based on the budget that we 

were given, and we operate to meet that. So, yes, we operate to 
meet that. If you are asking me my target in terms of what we 
need, I would say no, because we do not have the budget for that. 

Mr. ADERHOLT. But the budget is at the highest level in the 
Commission’s history; is that correct? 

Mr. MASSAD. Yes, it is. 
Mr. ADERHOLT. So can you understand why some Members, espe-

cially on my side of the aisle, may feel that the budget requests 
have been a moving target that sometimes may be motivated by 
politics rather than reality? 

Mr. MASSAD. Mr. Chairman, I certainly appreciate that we have 
received increases, and we are very grateful for those, but I think 
it is important to step back and look at the big picture here. Our 
responsibilities were dramatically increased by Dodd-Frank. We 
have jurisdiction over the futures and options markets, and we 
were given jurisdiction over the over-the-counter swaps market, a 
huge global market, a very well developed global market that all 
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of the major banks are the major participants in that covers a wide 
variety of products and activities. 

That is, depending on how you estimate it, by notional amount, 
and I agree notional amount is just one measure, that is estimated 
anywhere from $300 to $400 to $600 trillion worldwide. The fu-
tures market is about $30 trillion by notional amount. 

Secondly, the futures market itself has dramatically changed. 
Trading is more automated. The number of contracts actively trad-
ing has increased substantially, and volumes are up, margins are 
up.

So all of those changes are very dramatic, and if you look at our 
budget, say, since Dodd-Frank, our budget in the first year after 
Dodd-Frank was $200 million, and in those four years it has in-
creased from $200 to $250. That is less than a ten percent increase 
a year. 

And when you factor in the costs of—simply cost increases and 
what it costs to do business, our employee number has not in-
creased dramatically since 2011. 

So what does this mean? What this means is we all know now 
we have made clearinghouses more important and cyber security is 
on everybody’s mind. We cannot do the examinations we need to 
be doing on cyber security. We all know that with automated trad-
ing, the way that trading has happened, the way that manipulation 
has happened, it is much different. We need much more sophisti-
cated IT systems, data analysis, and experts to be able to track 
that. You have to look at huge volumes of message data to track 
that.

We know that the number of products has increased. We have a 
market surveillance staff of about 50 people. We have 40 physical 
commodities. They are all different. The oil market is not the same 
as the cattle market, which is not the same as the corn market or 
the soybean market or the lumber market. 

Plus we have got financial futures—interest rates, currencies, eq-
uities. And then we have got the swaps market on top of that, and 
the swaps market has a wide variety of products. Swaps are exe-
cuted on many, many platforms, and it is done around the world. 

So I recognize we have gotten increases. We are grateful for 
them, but I think we have got to look at the big picture in terms 
of what this agency is being asked to do and decide whether we 
want to continue to have the best derivatives markets in the world. 
Because if we do, we have got to invest in good, sensible regulation. 

Mr. ADERHOLT. My time is up. Mr. Farr. 
Mr. FARR. Let me just follow up with that. 
I mean, in essence I would imagine that you look at the market 

growth and you come up with a plan of what is it going to take 
to be responsible actors in this highly volatile field, and with that 
plan, you decide how many people you are going to need to do the 
examinations and so on. 

So I think the question really ought to be: because you did not 
get the money you asked for, how many examinations that you had 
originally planned you could not do and had to junk them? 

Mr. MASSAD. Excellent question, and the answer is many. You 
know, again, we set the budget or we set our examination plan 
based on the budget. Just to give you an example—because you are 
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exactly right—in the area of examinations on clearinghouses, we 
are required by law to do an examination annually on the two larg-
est clearinghouses that have been designated as systemically im-
portant.

But even for those examinations, there are lots of things we 
would like to be examining every year, but you have to choose the 
scope. You have to limit the scope because we do not have the peo-
ple.

So, you know, the question is: are you going to look at cyber se-
curity this year? Are you also going to try to look at margin meth-
odologies and financial resources? But what about liquidity? What 
about governance? 

There are all sorts of things you would like to look at, and these 
are very time intensive examinations. Plus we are not even doing 
examinations on some of the smaller clearinghouses annually. We 
do not have the money. 

We now have a lot of activity going on abroad, and we try to 
work with our foreign regulatory, counterparts on these, but we 
would like to be able to have—— 

Mr. FARR. Well, were you not very successful in one of those and 
got an incredibly high fine, which you did not get any benefit from? 
It goes into the U.S. Treasury. 

Mr. MASSAD. We have gotten very high fines on a number of ac-
tions, and our goal is not to just get the highest fine. Our goal is 
to bring the cases that we think will serve to really show people 
that——

Mr. FARR. So even though your budget has been cut, how much 
do you think you have gotten cut? 

Mr. MASSAD. Well, again, the fines that we collected this past 
year were about 10 times our budget, and over the last 5 or 6 
years, I do not have the number at my fingertips, but we have also 
collected penalties and fines several times over what our budget is. 

So, you know, we have paid down the national debt. 
Mr. FARR. Thank you. 
Mr. ADERHOLT. Mr. Yoder. 
Mr. YODER. Thank you, Mr. Chairman. 
Chairman Massad, great to have you before the Committee. 
Mr. MASSAD. It is good to see you, sir. 
Mr. YODER. I continue to hear good things about your efforts to 

work with the industry and to try to have great oversight in a way 
that is a partnership as opposed to adversarial, and I think those 
are great things, and I am glad to hear that. So I appreciate your 
work.

I think just to sort of interject the conversation that the chair-
man and the distinguished ranking member are having is not to 
say that the resources that you are asking for may not be needed 
and that it is expensive to do the type of complex oversight that 
you’re trying to do with the international markets. 

You certainly need technology upgrades to be able to do that, and 
so I think we understand the need you bring forward. You also un-
derstand that we have a very tight budget situation, and a dollar 
that goes to you cannot go to some other needy program in the 
USDA or research or something within this agriculture budget. 
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So I think it is a very reasonable conversation to have. I think 
the clarification maybe the chairman is making is that the ranking 
member has made the comment I think twice in this hearing al-
ready that your budget has been cut, and I think we just want to 
make sure that we are all on the same page, that there have been 
no cuts to CFTC. We may not be meeting the requests that you 
think would be the proper amount for the CFTC, but by no means 
has there been a cut, and I think that clarification needs to con-
tinue to be made because it continues to be repeated in the hear-
ing. So I think that is just where that is coming from. 

I have some questions for you though that I wanted to get to. 
First I wanted to talk about the swap dealer de minimis levels, and 
you know in the 2016 Omnibus appropriations bill this Committee 
directed the CFTC to get those limits at $8 billion while it con-
tinues to study the issue. 

And I guess my question is: does CFTC intend to comply with 
that provision in the Omnibus appropriations bill? Because I think 
that will give markets certainty and will ensure that the market 
participants will not be subject to an arbitrary and disruptive drop 
in the de minimis level. 

Mr. MASSAD. Well, we take that report very seriously, I visited 
with the Chairman a couple of times about this, and let me tell you 
what we have been doing on this front. 

I thought it was very important that we have an analysis of the 
facts here. When the rule was first written and these levels were 
set, there was very, very limited data available. Today we have a 
lot more data because we are creating the support system to collect 
data on the markets. So we did a very extensive analysis of the 
data, and what would happen if that threshold falls, how many 
businesses might be affected, what would be the effect on coverage. 

And obviously you are making estimates. You do not know how 
market participants will react, but still, we were able to come out 
with a study. 

We also then asked for public comment on that study. We asked 
for public comment on the methodologies, on the data, on the policy 
issues. The study did not make any recommendations, and we 
heard from Members of Congress on this study. 

So we are taking all of that in. We are looking at all of the com-
ments we have received. We will come out with a final study, and 
that will then give all of us as commissioners the information and 
analysis we need to decide whether to take action and what action 
to take. 

Mr. YODER. And so do you intend to comply with the $8 billion 
threshold while you are studying it? 

What is going to happen while you are studying it, I guess? Be-
cause we need some market certainty on this issue. 

Go ahead. 
Mr. MASSAD. Sure. We would have to do a separate rulemaking 

which would require a study for that rulemaking. So that is why 
I have been trying to do the study first. Let’s get the study done. 

Mr. YODER. And you think that will be done before you expect 
to drop to three—— 

Mr. MASSAD. Yes, absolutely it will. 
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Mr. YODER. While we cannot tell market participants what it is 
going to be, you think you will at least be able to do the research 
before the drop were to occur? 

Mr. MASSAD. Absolutely, sir, and I understand the importance of 
providing——

Mr. YODER. The certainty. 
Mr. MASSAD [continuing]. Market participants with certainty. I 

have tried to do that across the board in a number of areas. 
Mr. YODER. I wanted to highlight the issue of equivalence. I saw 

your release announcing the agreement on equivalence. 
Mr. MASSAD. Yes. 
Mr. YODER. This has been going on for 2 years. So certainly it 

is starting to look like we were going to see serious market disrup-
tions if we did to have an agreement soon. 

Can you explain what this agreement means, particularly for 
market participants that want to access U.S. markets? 

And can you assure market participants that this agreement will 
allow them to continue using U.S. markets and remain in compli-
ance with EU regs.? 

Mr. MASSAD. Yes, it will. The agreement we have announced this 
morning is very important in that it does set forth the process by 
which Europe will deem us equivalent and recognize our clearing-
houses and the process by which we will adopt what we call a sub-
stituted compliance determination so that clearing houses on both 
sides of the Atlantic can continue to provide services to firms in the 
other’s jurisdiction. 

So market participants from today on can continue to clear, you 
know, at CCPs in either jurisdiction, whatever they choose, with 
confidence. It did take a long time in reaching this agreement. It 
involved a lot of extensive analysis and sharing of data. 

You know, we were trying to look at our regimes, and truthfully, 
what took place here was the Europeans wanted to use this process 
to look at how we could harmonize some of the differences, and we 
have done that. We have agreed to make changes, as have they. 
It was a compromise, and I think it is a very good compromise. 

So now we have finally gotten it done. Now we are in the imple-
mentation steps. The European Commission, Commissioner Jona-
than Hill, as well as their regulatory body, ESMA, has assured me 
that they can implement all this in a timely fashion, and so I think 
we are in excellent shape. 

Mr. ADERHOLT. Ms. DeLauro. 
Ms. DELAURO. Thank you very much, Mr. Chairman. 
And welcome, Chairman Massad. 
Mr. MASSAD. Thank you. 
Ms. DELAURO. So good to see you again. 
Let me make a couple of observations. CFTC is a regulatory 

agency?
Mr. MASSAD. Yes. 
Ms. DELAURO. Mission is creating open, fair, transparent mar-

kets. We want to avoid systemic risk, protect market users, con-
sumers, the public from fraud, manipulation, abusive practices re-
lated to commodities, futures and swaps markets. OK? 

The scope of the Commission’s oversight was greatly expanded, 
as you pointed out, with the passage of Dodd-Frank. It included 
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four to $600 trillion swaps market. Under Dodd-Frank, CFTC re-
ceived the largest expansion of responsibility of any agency, and 
your effort and your mission is critical as we look at unscrupulous 
financial actors whose behavior left 2008 with the loss of $20 tril-
lion in GDP. 

Let’s talk about scale and being penny wise and pound foolish. 
Despite slight increases in overall federal spending levels in the 
2016 Omnibus, we have refused here to provide modest increases 
to CFTC. We have never funded the CFTC at the level that allows 
the agency to meet its responsibilities. 

Let’s look at last year’s funding of CFTC as a proportion of the 
total derivatives market is a minuscule fraction, 0.000000625 per-
cent, or 6.25 millionths of one percent. What are we talking about 
here?

This is mind boggling. In addition to that, let’s take a look at the 
SEC. Now, the SEC, the Securities and Exchange Commission, it 
is responsible for similar kinds of economic activity; has more re-
sponsibility with some other groups, but it has a similar size of eco-
nomic activity. It has a budget of six and a half times the size of 
CFTC’s budget. 

Are we thinking logically about meeting the need and the de-
mand in order to avoid risk, and risk that is substantial in terms 
of our financial institutions? 

Now, has chronic underfunding impacted CFTC’s enforcement ca-
pacity? How does it impact your surveillance and monitoring of 
what are quickly evolving markets? 

I am going to throw in this last question as well with regard to 
rather than going through this process every year, quite, frankly, 
ad nauseam, the President’s budget includes for CFTC a collection 
of user fees to offset the cost of appropriations, not unlike the Fed-
eral Trade Commission, Federal Communications Commission, 
TSA, Customs, and Immigration Service. 

Several of my colleagues and I have introduced legislation to do 
this in the same way that the SEC does it, with any user fee that 
it is concerned that will discourage trades and home market par-
ticipants.

So an additional question is: do you think a small user fee would 
impose any real burden on market participants? 

Mr. MASSAD. Well, thank you, Congresswoman for the questions. 
First, on the issue of fees, I think we could certainly be funded 

by some sort of fee. I think you could implement that practically. 
You could phase it in. You know, it is done with basically just 
about every other financial regulator. I think every other financial 
regulator has some sort of fee or assessment that funds its work. 

And you know, the advantage of that, of course, is that the mar-
ket participants are paying the cost as opposed to the American 
taxpayer generally. 

But, again, as I have said before, my desire is to get the budget 
up. However Congress wants to do that, even with fees, Congress 
can set the level of the appropriation as it does with the SEC, but 
if Congress wishes to continue with just appropriating us money, 
that is fine, too, but you know, we need to get the budget up. 

As far as how the budget impacts us, you asked in particular 
about surveillance and enforcement. It is very easy to explain. I 
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often use the example, you know, the days when we could engage 
in surveillance by having a couple of people watch physical trading 
pits and see if someone pulls their ear lobe, you know, are long 
gone. All the trading in our markets is electronic. 

Ms. DELAURO. Not here. 
Mr. MASSAD. Most of it is automated. It is very complex. You 

have to have very, very sophisticated IT systems to analyze that, 
to process reams and reams of data. 

On top of that, you have got to develop sophisticated analytical 
tools. We developed our own tools for this. We cannot just go to 
Radio Shack and buy some program that is going to work. You 
know, we have to develop our own tools as to how we are going to 
do this. 

Plus we have to have experts in all of these markets to be able 
to really analyze what is going on. 

In enforcement, the same issues. There are so many things going 
on. You know, we are getting lots of tips now about things that we 
want to investigate, but we do not always have the resources to 
pursue everything, and this ranges from the very sophisticated 
electronic spoofing strategies that people might be using to very 
traditional kinds of things. 

Precious metal scams, we had a whole series of cases where we 
put a lot of people out of business. Hopefully some of them will 
eventually go to jail for precious metal scams perpetrated against 
retirees, and we have put people in jail. I mean not we ourselves, 
but working with DOJ. There have been over 300 people that have 
gone to prison in about the last 10 years or so as a result of the 
CFTC’s work. 

But having said that, we are constantly faced with making hard 
choices about what cases we pursue, and having enough cops on 
the beat is the key to maintaining the integrity of our markets and 
maintaining our markets in a way that they will attract participa-
tion from around the world. 

That is what we are known for in the United States. We need 
to maintain that. 

Ms. DELAURO. That is what our job is, to make sure you can 
carry out your regulatory function. 

Thank you, Mr. Chairman. 
Mr. ADERHOLT. Mr. Palazzo. 
Mr. PALAZZO. Thank you, Mr. Chairman. 
It is great to be on this Committee. I appreciate it. I did not 

know I was going to be up next. Well, I did. Someone told me, but 
I am going to keep my remarks tight. 

You know, as a CPA and just seeing this budget, I could probably 
come up with all kinds of good stuff to talk to you about. I would 
like to kick it off. I know KPMG put out a report, and they had 
to go back and qualify some previous statements. 

I will not really get into that and, you know, the accounting for 
leased assets and things of that nature, but what does concern me 
is they did say there was a material weakness in your internal con-
trol, and by that it means in the normal course of business you 
would not be able to identify missed statements in your financial 
records in a quick manner because of possible management inter-
nal control deficiency. 
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Can you address that real quickly? What are you all doing? 
I mean, because I think you all acknowledged it because, you 

know, it was mentioned earlier that you all are open and, you 
know, candid with the things that have happened at the agency. 
But what are you all doing to kind of close that? 

Mr. MASSAD. Sure. 
Mr. PALAZZO. Because internal controls are extremely important. 
Mr. MASSAD. Absolutely, it is, Congressman, and I take it very 

seriously, as do our staff. And let me just note we have had nine 
years of clean audit reports and clean internal controls opinions, 
opinions on the quality of our internal controls by KPMG. 

What happened pertained to this one specific issue on lease ac-
counting, and it is very important. It is important that we fix it, 
but if I can just take a minute to explain it because it does go back 
to 1994 or even earlier. 

Congress gave the agency the ability, express authority to enter 
into multiyear leases in order to save the taxpayer money, because 
obviously if you get a multiyear lease you are going to do better 
on your rent than if you get a one-year lease. 

The agency did that. It obligated and recorded that first year’s 
rent payment for that year, and it disclosed in the footnotes of the 
financials all the future payments. That is what we did every year, 
long before I got there, but over several chairmen. They would obli-
gate the current year payment and disclose all the forward year 
payments in the notes to the financials. 

KPMG signed off on that for 9 years, as did other accounting 
firms. The IG signed off on that. 

GAO recently was looking at some things. They asked us some 
questions. We cooperated with them, and they said, ‘‘No, no, no, 
you should have done it differently. You should have obligated the 
full forward amount, take all the years. If it is a 10-year lease, add 
up what you are going to spend over ten years. Obligate that in the 
very first year and record that amount.’’ 

That led KPMG, who had signed off on our practice, to decide, 
‘‘Oh, I guess we did not get it right either.’’ And so they said what 
they said. 

But their report on internal controls only cites that issue. This 
is an issue we want to fix. We immediately notified Congress and 
our auditors when the GAO raised this with us. We appreciate the 
help of Members of Congress in addressing this for this year. We 
got a temporary fix on it. 

Now that the GAO has issued its final opinion, we want to fix 
it permanently, and we are prepared to do that. 

Mr. PALAZZO. Well, the good thing, one of the principles of ac-
counting is consistency. So I guess if you are consistently wrong, 
you are still adhering to an accounting principle. 

My second question would be you mentioned in your report you 
are asking for 17.1 million increase in data technology and storage, 
increase in 11 full-time employees, and you are planning on dou-
bling your storage by up to 50 percent. 

I was just curious because I am kind of familiar. We have basi-
cally DHS stores. They went through a consolidation effort. They 
store a lot of storage at the Space Center. They have got the super 
computers and the excess storage space. 
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I was just wondering. What are your thoughts on how are you 
going to store this data? Are you all consolidating? Are you trying 
to create something totally new? Are you, you know, using other 
government agencies that already have the resources or just look-
ing to rent some space to a fellow government agency at a more 
affordable cost? 

Just walk me through that whole process. 
Mr. MASSAD. Sure. Well, we are looking at whatever is the most 

efficient way that we can do this but still achieve our objectives, 
and the reason we need to expand it is because we are now re-
quired to take in so much more data, especially on swaps, because 
the law requires the reporting of all swaps. So we are creating a 
system to get all of that information, but also, as I said, in the tra-
ditional markets. 

You know, for years we have gotten what we call a complete 
transaction tape on the futures market. So we know every single 
transaction. We can look at, you know, exactly what happens by 
the millisecond. 

But today you need to not just look at transactions. You need to 
look at messages. So if someone puts in a bid but then they cancel 
it, you need to look at that. Why do you need to look at that? Well, 
let me give you an example. 

One of the cases we brought recently alleging that someone en-
gaged in spoofing, this person or this firm put in over a period of 
time over 400,000 orders for transactions almost all of which were 
immediately canceled. They only consummated 371 out of over 
400,000.

We had to reconstruct all that, look at exactly how they traded. 
That requires huge, intensive data capability. Now, as far as ex-
actly where the servers will be and, you know, can we share with 
other government agencies, I think we pretty much need to build 
our own capacity, but I am happy to get back to you on, you know, 
whether there are ways that we can maybe use someone else’s. 

We have certainly cooperated with other agencies on a number 
of data initiatives and I would be happy to get you more details on 
the specifics of that. 

[The information follows:] 
The Commission is a data-centric organization and recognizes its responsibility to 

find the most cost effective solutions for supporting its mission. The CFTC contin-
ually explores storage technologies to find solutions that maximize the use of its 
budgeted resources; some solutions that have been explored include cloud hosting 
and shared storage with other federal agencies. The CFTC procures its contracted 
services for storage only after careful cost/benefit analyses have been performed to 
ensure that the requirements of the Commission are met at the most competitive 
price. CFTC always considers cost, security, and the ability to robustly manage the 
data for all mission focused solutions. When evaluating requirements for increased 
capacity and new technology, CFTC does pursue a ‘‘cloud first’’ approach consistent 
with the Federal Cloud Computing Strategy. For example, CFTC recently consoli-
dated hosting with a commercial FedRAMP-certified cloud hosting provider for both 
its primary web presence, CFTC.gov, and its online submissions portal. This move 
saved the Commission $250,000 in annual costs when compared to the previous 
hosting arrangement. 

Because much of the data that the Commission receives, stores, and analyzes is 
sensitive, key requirements in our analyses of storage solutions consider issues such 
as security, data access, and system performance. CFTC currently utilizes a single 
data center, with appropriate backup capability for continuity of operations, supple-
mented with cloud hosting. 
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The Commission’s near-term data needs reflected in the FY 2017 President’s 
Budget request include the ingestion, storage, and analysis of both futures and 
swaps message data and enhancements to our capabilities in analyzing futures and 
swaps transaction and position data. Effectively using this data requires additional 
resources in multiple areas, including data analysis software, high performance 
computing capability, and storage hardware. 

The Commission will continue to look for ways to reduce our overall storage needs 
by identifying data that may be collected and stored more efficiently. 

Mr. PALAZZO. Well, please do because, you know, data consolida-
tion is very expensive. Storage is becoming a huge price component 
for a lot of agencies, and if there is something already out there, 
why replicate the wheel? 

And it is Homeland Security. So your information is definitely 
going to be sensitive and protected. 

So thank you. 
Mr. ADERHOLT. Ms. Pingree. 
Ms. PINGREE. Thank you, Chairman Aderholt, Ranking Member 

Farr.
Thank you, Chairman, for being here today. It has been fas-

cinating to hear some of the situations that you encounter. 
And, frankly, I just want to echo some of my colleagues on this 

side of the aisle. I think we are all so clear about how the CFTC 
plays such a critical role and how much we depend on the oversight 
work that you do. 

I know my colleagues across the aisle have said we are not cut-
ting you here, but I think we have said over and over again, we 
have given you such a big mission, we have such high expectations 
after the financial crisis. I do not want to see this agency in a posi-
tion where there is a giant scandal, a Bernie Madoff of your world, 
and we have to say, ‘‘Well, why were we not supplying you the suf-
ficient resources to be the watchdog we expect you to be?’’ 

So I want to just give you the chance to talk about that a little 
bit more. You have mentioned so many places where there is a 
need, and I want to commend you on the agreement that you came 
to this morning about the common approach on CCPs with the EU. 
Talk a little bit about both what you have already discussed and 
where some of these challenges are that you are insufficiently fund-
ed for, but also this agreement with the EU and what it is going 
to take to resource that. 

It would be too bad to have a big success this morning and then 
realize there is nothing there. So if you want to use your time just 
to talk about that, I will be glad. 

Mr. MASSAD. Yes. On the agreement this morning, so what that 
does is outline how we are going to work with Europe going for-
ward on the regulations of clearinghouses because we now have a 
handful of clearinghouses that are really globally significant, and 
we have required more central clearing of transactions. 

That is a good thing. That allows us to monitor and mitigate risk 
better than where we were in the financial crisis when we had sort 
of this spider web of bilateral transactions and no one really knew 
what the exposures of institutions were to another. 

So we are moving a lot of that into central clearing, but of 
course, that means we have got to be very vigilant about the cen-
tral clearinghouses, and my principles in this negotiation has been 
we need to work together as regulators. I did not want to go down 
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a path where we said, ‘‘Well, if it is on your soil, you know, you 
just oversee it, and we do not need to know anything.’’ 

That is not the right way. We need to be communicating and 
interacting because our institutions, our big banks, our big clearing 
numbers are very active in those clearinghouses, and so if they 
have a problem over there, it is going to hit us. So we need to know 
what is going on. 

And Europe needs to know what is going on in our clearing-
houses. So we are working out that arrangement. 

We are also looking to harmonize some of our regulations, and 
the purpose of that is we do not want to create opportunities for 
what we call regulatory arbitrage, where people move business or 
where clearinghouses compete, and it’s kind of, you know, a down-
ward regulatory competition, right? Because they compete with one 
another to attract business in a way that undermines stability. 

So we have agreed on some principles that will harmonize our 
regulation—a very important agreement. I think the rest of the 
world, quite frankly, a lot of the regulators in Asia were waiting 
for us to settle this so now hopefully we can work with regulators 
in other parts of the world to continue to standardize this. 

On your question about resources, I mean, again, clearinghouses 
are a perfect example where we just need to have the resources to 
make sure we are overseeing what is going on. And, for example, 
we do what we call risk surveillance. We only have a handful of 
people who do this, but we look at the exposure of the clearing-
house. We look at the exposures of the clearing members and large 
traders, and we look at that on a daily basis. We look at their mar-
ket risk. We look at their liquidity risk, the concentration risk, 
meaning if they have got too much exposure to a single player. 

So we have got a pretty good system for that, for the cleared 
products, the traditional products in our markets, the futures. Now 
we have to integrate these new products, particularly the uncleared 
swaps. So we are trying to build out a system so that we can say 
such-and-such firm, whether it is Goldman Sachs or Citibank or JP 
Morgan or Deutsche Bank or whoever, here is its exposure across 
the board, and so we can work with Europe and share information 
so we know when, let’s say, a firm is starting to get in trouble. We 
have a much better picture of what that exposure is and we can 
act in advance. 

Mr. PINGREE. Well, thank you. Thank you for the work that you 
are doing, and thank you for your answer. 

I yield back, Mr. Chair. 
Mr. ADERHOLT. Dr. Harris. 
Dr. HARRIS. Thank you very much. 
Thank you, Mr. Chairman, for being here. 
I have three separate issues. One is follow-up on what Mr. 

Yoder’s questions were. It is about, you know, that de minimis 
threshold.

So the language in the report accompanying the Ag. Appropria-
tions bill last year talks about a study. Now, is that study what 
you refer to as your report in your testimony? 

Mr. MASSAD. Yes. 
Dr. HARRIS. OK. So that is the same thing, which says, and I 

quote from page 9 of your testimony, ‘‘It does not make a rec-
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ommendation as to what the level should be.’’ But the language is 
pretty clear in the appropriations bill. 

I mean, can you envision it being different than that $8 billion 
floor?

Mr. MASSAD. Well, I think it is up to the Commissioners. This 
is the decision that the Commissioners need to make. 

Dr. HARRIS. OK. Despite the clear language in the bill, you could 
foresee the Commissioners defying Congress here and setting this 
level lower? 

Mr. MASSAD. Well, we take very seriously the report and the in-
struction.

Dr. HARRIS. OK. That is all I asked. I just need to get that clear. 
The other thing is the retroactivity. Is there any possibility that 

you would retroactively apply your finding, you know, to trans-
actions conducted this year, even though the report does not—— 

Mr. MASSAD. I do not generally think that, no. I cannot see a cir-
cumstance where we would do something like that. 

Dr. HARRIS. I appreciate that. 
Let me mention because this is kind of news, I guess, since it 

was this week, the Wall Street Journal article about your whistle-
blower fund. 

Mr. MASSAD. Yes. 
Dr. HARRIS. With a balance of $268 million. 
Mr. MASSAD. Yes. 
Dr. HARRIS. Which is actually above the appropriated amount for 

last year for the entire CFTC. 
Mr. MASSAD. Yes. 
Dr. HARRIS. Why are we not using some of that money to do 

some of the things that you ask for in that increased budget? I 
mean your $80 million increase in your budget. Why are we not 
using some of those funds, or is that something you think we 
should be looking at? 

Mr. MASSAD. I would be happy to work with Congress to allow 
us to do that, sir. We are not allowed by statute to do that, but 
if this Committee would like to explore that, we would be more 
than happy to do that. 

Dr. HARRIS. Great. Thank you very much. 
Finally, and this is kind of an interesting thing. I am looking at, 

I guess this is something that came from you all to us, I guess. It 
is the OIG budget request, page 65 and 66, and the letter from the 
OIG, the budget request is, you know, an increase. It is a pretty 
huge increase actually. They had one full-time equivalent, but the 
budget request goes up $700,000 or $690,000. 

But the interesting thing is the overhead increase request, which 
goes up $149,900 for 1 additional employee to go from 10 to 11, and 
the OIG in their letter sounds like they are saying, ‘‘Why are you 
budgeting for another $149,900 for one employee when the average 
employee overhead is $33,000?’’ 

Now, this letter was sent on January 28. I do not know when you 
submitted this budget, but it sounds like you just blew off what the 
OIG is saying, which is actually we do not need that amount of 
overhead. Are you unaware of this letter? 

Mr. MASSAD. I do not believe so. 
Dr. HARRIS. I mean, it is sent to you. 
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Mr. MASSAD. Yes, no, we have honored their request, sir. 
Dr. HARRIS. I mean, can someone in your office—no, no, their re-

quest. They are requesting one additional staff, and I am leading 
from the letter verbatim. And it appears the agency is requesting 
an additional $149,900 to cover just one full-time employee. That 
is not salary. That is the overhead for one employee, which is, and 
I am reading from page 65, the lease of space. I assume this is not 
a corner office in a very expensive building. 

Utilities, I am assuming they do not require a whole lot more air 
conditioner, heat, communications, okay, printing supplies, equip-
ment.

A hundred and forty-nine thousand, and it sounds like the OIG 
is saying, ‘‘I think you asked for too much here.’’ 

Mr. MASSAD. Congressmen, I would have—— 
Dr. HARRIS. Why did you not reduce your request? 
Mr. MASSAD. I would have to check those numbers. I can tell you 

that we worked very closely with the IG to make sure we pass on 
their budget request, and we allocate an appropriate amount of 
overhead. So I need to check on the numbers you are referring to. 

Dr. HARRIS. But the agency adds the overhead. The OIG does not 
request overhead. The agency, you are the agency. 

Mr. MASSAD. The amount of overhead we add in total is a very 
small amount. 

Dr. HARRIS. It is $479,000 for 11 employees. That is way more 
than the overhead in my office for 11 employees. 

Mr. MASSAD. Well, sir, that includes—— 
Dr. HARRIS. My only question is: who in your office saw this let-

ter? Here, do you need me to hand it to you? It is addressed to you, 
January 20. 

Who in your office read this letter? 
Mr. MASSAD. I would be happy to look at it and consult with my 

staff and let you know. 
Dr. HARRIS. Thank you very much because I want to know why 

you did not address the fact that they are basically saying you 
asked for $116,000 too much for our office for overhead. 

Mr. MASSAD. Well, I think—— 
Dr. HARRIS. And then you come back and say, ‘‘Well, look. We 

need this $80 million,’’ and you got your Inspector General saying, 
‘‘We do not need this 130,000. Why did you ask for this here?’’ 

Mr. MASSAD. Well, it may be, sir, again, the overhead does not 
just cover office space. It covers— 

Dr. HARRIS. It covers, page 65. I am going to interrupt you here 
because this is what you handed out to us. It says lease of space, 
utilities, communication, printing, supplies, equipment. Here is the 
letter. You can get back to me. 

Thank you very much. I yield back. 
Mr. MASSAD. I would be happy to look into it, sir. I would just 

point out the IG’s budget has—and we—again, we pass on their 
budgets. Their budget has increased about 300 percent over the 
time that ours has increased by far less. 

[The information follows:] 



31



32

Mr. ADERHOLT. Mr. Valadao. 
Mr. VALADAO. Thank you, Chairman. I appreciate your time here 

today, and thank you, Chairman Aderholt, for the opportunity. 
I wanted to follow-up on Mr. Yoder’s question. It has to do with 

the preliminary report of lowering the de minimis exception to the 
definition of swap dealer. Given the objectives of swap dealer reg-
istration, and after considering the current swaps data available, 
what reason is there for you to believe that swap dealer de minimis 
thresholds should be lowered? 

Mr. MASSAD. Well, sir, I have—the rule, as it is currently writ-
ten, provides that it will be lowered. I have asked for the study so 
that we can see whether we should leave the rule as is or whether 
we should change it. That is exactly why I asked our staff to do 
the study and that is what we are in the process of doing. I haven’t 
reached a conclusion yet. I want to get the evidence and get the 
public input so that I make an informed decision. I think that is 
my responsibility as Chairman. 

Mr. VALADAO. Because the preliminary report is out already, as 
we understand it, right? 

Mr. MASSAD. That is correct. 
Mr. VALADAO. OK, but it has not been finalized, so you are going 

to wait until then to make the final decision? 
Mr. MASSAD. Yes, sir. 
Mr. VALADAO. OK. And I think I missed his question, but I think 

it had a lot to do with mine. So I will yield back for right now and 
I will probably come back later. 

Mr. MASSAD. Uh-huh. 
Mr. ADERHOLT. Mr. Young. 
Mr. YOUNG. Thank you, Mr. Chairman. Hello, Chairman Massad. 

How are you? 
Mr. MASSAD. Congressman Young, good to see you. 
Mr. YOUNG. Good to see you. You mentioned cybersecurity. It is 

a big issue for everybody, right? These are—— 
Mr. MASSAD. Yes. 
Mr. YOUNG [continuing]. Real threats. Can you talk a little bit 

about if you are hacked or compromised, what do you do? Are you 
required to report that to the Secretary of Agriculture, DHS—— 

Mr. MASSAD. If we are hacked? 
Mr. YOUNG. Yes, if your system is compromised. 
Mr. MASSAD. Well, we would certainly share that with other 

agencies. Yes, sir. 
Mr. YOUNG. OK. So how do you coordinate cybersecurity, not just 

yourself as a financial regulator, but with other financial regu-
lators, like the SEC or—— 

Mr. MASSAD. Yes. That is a good question. Well, there is a lot 
going on among government agencies and particularly financial 
regulators to coordinate and share information. We meet regularly 
on this and we have also established systems so that private indus-
try can share information anonymously on threats or problems they 
have had so that other private market participants can learn what 
might be out there, what might be happening. 

The Treasury Department has taken a lead in trying to convene 
agencies to share information. 
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Mr. YOUNG. And come about with a common approach between 
the agencies and the regulators? 

Mr. MASSAD. Yes. Yes, we look at those things. I think a lot of 
it is, really, at this point just trying to share ideas, share informa-
tion, set up systems to share information, do exercises to, you 
know—if we had a problem, what would you then do. You know, 
we do run simulations like that. 

Mr. YOUNG. Have you had a problem? Have you been hacked? 
Mr. MASSAD. No. 
Mr. YOUNG. OK. 
Mr. MASSAD. No, we have not. I think our systems are very good. 

We recently got our latest what they call FISMA rating, which is 
the government’s internal rating of agencies, and we got a very 
high score, above 90 percent, which only a small number of agen-
cies received, but having said that, you know, it doesn’t take long 
to go from 90 to 50 in this world given that it is a constant arms 
race. So that is why we need to continue to maintain the invest-
ment in our technology. 

Mr. YOUNG. Thank you. I want to talk about regulations and ac-
cess to markets. As you know, commodity prices are pretty low 
right now. 

Mr. MASSAD. Yes, they are. 
Mr. YOUNG. And farmers are doing the best they can to adjust 

to these prices. For some, there is unimpeded access to derivatives 
markets and it is incredibly important for their solvency and future 
plans to have that access. I have concerns about regulations overall 
really impeding access for our farmers and our agricultural commu-
nity. In particular, over the years, the decades, new regulations 
come about. 

Do you review regulations which may be outdated or may have 
been great for the days of analog, but now that we are in a digital 
age and a newer age, that are just outdated? Do you have regu-
latory reviews on this internally? 

Mr. MASSAD. Yes, we do, sir. 
Mr. YOUNG. And do you share that information with the Com-

mittee or—— 
Mr. MASSAD. We—yeah, we would be happy to come and visit 

with you on that and explain what we do. We have—— 
Mr. YOUNG. Because we would love to—— 
Mr. MASSAD [continuing]. Gone through a process—— 
Mr. YOUNG [continuing]. Know that the—— 
Mr. MASSAD. Yeah. 
Mr. YOUNG [continuing]. Because we are hearing more and more 

about regulations impeding access—— 
Mr. MASSAD. Right. 
Mr. YOUNG [continuing]. Freedom, opportunity, business, and 

about regulations that just don’t make sense anymore. 
Mr. MASSAD. Well, and we recently—yes, sir, we are focused on 

that and we recently changed some regulations, particularly with 
a view to the potential burdens on smaller participants in these 
markets. We changed some of our recordkeeping requirements to 
minimize the recordkeeping requirements that are being placed— 
that were being placed on a whole host of commercial firms that 
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aren’t collecting customer money, that aren’t intermediaries, and so 
forth. That was a change to what we call our Regulation 1.35. 

I am very focused on the issue of making sure commercial firms, 
particularly agricultural firms, have access to these markets. One 
of the things we did in our agreement with Europe on equivalence 
was that while we agreed that our CCPs would make a change to 
conform to certain European practice on what we call clearing 
members’ proprietary margins, that change will not apply to agri-
cultural contracts because those contracts really are focused on the 
U.S. market. There are some smaller clearing members in those 
contracts and we didn’t want—I was concerned about that potential 
cost on them and whether they could absorb that. 

So we are very focused on this issue and I would be happy to 
come and visit with you further on it. 

Mr. YOUNG. I’d be interested in having further conversations 
with you about that. 

Thank you, Mr. Chairman. I yield back. 
Mr. ADERHOLT. Thank you, Mr. Young. 
I would like to go back to leasing costs a little bit. Of course, 

there’s been a lot of talk in the press about it and CFTC’s leasing 
practices overall have been noted, of course, on the hill as well. It 
should be noted the actions that were taken was before you were 
Chairman. So, you know, that is—we are acknowledging that up-
front, but this largely results from actions that the subcommittee 
took over the past few years to look into your leasing practices. 
However, the issues are still outstanding and the Committee was 
forced to provide a one-year legislative relief to the agency in law 
for the current fiscal year. 

You are asking for the same relief again in FY 2017 and I want 
to begin by a discussion of the leasing costs. CFTC has submitted 
information showing its leasing costs since the enactment of Dodd- 
Frank through today. This information showed that since Dodd- 
Frank, CFTC’s annual leasing costs have increased by 74 percent. 
That’s $12.5 million per year to $21.7 million per year, while its 
personnel level increased by only 18 percent, 605 FTE to 714 FTE. 

The 74 percent increase in costs since Dodd-Frank translates to 
approximately $9.3 million in additional leasing cost each year. 
Over the past 10 years span of the leases, this is approximately 
$93 million in additional least cost. 

Since Dodd-Frank, that means that we spent over—or spent ap-
proximately $56 million on additional lease space with minimal in-
crease in personnel. The FY 2016 Omnibus included a directive re-
quiring the Commission to dispose of excess space and reduce rent-
al costs in each building currently leased by the Commission. The 
agreement was also directed for you to report back to the Commis-
sion on this within 90 days on the steps you are taking. 

And so just to begin with, tell us a little bit about what this addi-
tional space is currently being used for. 

Mr. MASSAD. Certainly. As you noted, the leases were entered 
into before I took office, but I am still doing all that I can to ad-
dress these issues. 

First of all, our overall occupancy rate today is 85 percent, so it 
is pretty high. That varies by office. In particular, in Kansas City, 
we have some excess space. Within a couple of weeks of taking of-
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fice in 2014, I went to Kansas City to look at this and it was clear 
we had excess space and lease decisions were made on the expecta-
tion that the staff numbers would increase more than they did 
given the expansion of the responsibilities, but that—you know, 
that didn’t happen. 

So what we did in Kansas City was I directed the staff to come 
up with a plan to try to deal with this. Now, we don’t have the au-
thority just to go out and sublease to any old business or person 
who needs a little extra space. So we have to go to the landlord and 
ask the landlord to take it back. We did that. In Kansas City, how-
ever, the landlord was trying to sell the building and hasn’t taken 
us up on our offer. We are still trying. 

We did the same thing in New York. I went up and looked at 
the space. It was clear we had a little extra space. I said let’s go 
to the landlord, and, you know, again, if a landlord has a building 
where they have already got excess space that they are not renting, 
unfortunately they are not likely to take us up on an offer to give 
back more space, but we are trying. That is about all we can do. 
I can’t go out and just sublease it to someone. 

Mr. ADERHOLT. What about renegotiating the leases? Has there 
been discussions about that? 

Mr. MASSAD. To renegotiate? Again, that is sort of the—— 
Mr. ADERHOLT. Renegotiate the lease. 
Mr. MASSAD [continuing]. Same thing. I mean I am effectively re-

negotiating by asking them to take it back. 
Mr. ADERHOLT. And there is—you have had no success in—— 
Mr. MASSAD. Well, they haven’t been willing to thus far. 
Mr. ADERHOLT. The current leases run for at least another five 

years; is that correct? 
Mr. MASSAD. That is correct. 
Mr. ADERHOLT. OK. Last year, Congress provided relief to the 

Commission to correct the accounting procedures I mentioned. 
Could we provide similar statutory relief to get you out of these 

long-term leases and allow you to negotiate lower costs for this 
year and future years that better reflects your need? 

Mr. MASSAD. Congressman, I’m happy to talk to you about that. 
The fit—the legislative relief went to just this kind of accounting/ 
federal obligation law or federal recording law issue. It didn’t go to 
the economic terms of the lease. 

I don’t know that there is a way that Congress could do some-
thing to get us out of our lease obligations. I am happy, again, to 
visit with your staff on that. I suppose if we had the power to sub-
lease, that would help in the negotiation, but, again, I think it has 
been—it was a different issue as far as the language that was in-
cluded in the appropriations. That went to the federal law on re-
cording and on accounting to deal with the fact that we only re-
corded the current years or we only obligated the current year’s 
payments.

Of course, if we had obligated the full year—the full amount of 
the lease, I am not sure the agency—as I understand it, I am not 
sure the agency could have had both an office and employees. It 
might have had to choose between the two. 

Mr. ADERHOLT. So you are currently not by law able to sublease? 
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Mr. MASSAD. I can’t just sublease to anyone. My understanding 
of it is I—we can only by law sublease to someone who is advanc-
ing the mission of the agency. That is pretty narrow. 

Mr. ADERHOLT. Oh. So we could change that law, though, in 
other words? 

Mr. FARR. Yes. 
Mr. MASSAD. I would think you could. 
Mr. ADERHOLT. That is what I am thinking, and you agree that 

that might be a possibility? 
Mr. MASSAD. Well, it would help. Now, again, we would still have 

to negotiate with the landlord because I think—I suspect on some 
of these leases the landlord knew we couldn’t sublease and it may 
have—it may bar us from subleasing, so we will still have to nego-
tiate with the landlord, but it would certainly help. 

I also—let me just say, when I first took office, you know, even 
though we don’t go through the GSA, I sat down with the director 
of the GSA to discuss what we might do and whether we could turn 
over any capacity to them and maybe there is a way we could do 
that. I don’t know. 

Mr. ADERHOLT. GAO is currently working on an audit of your 
leasing spaces. Has the agency or your agency worked with GAO 
to provide solutions? 

Mr. MASSAD. We—absolutely. We have worked to provide them 
all the information they want. We have cooperated fully, as we did 
with the IG. 

Mr. ADERHOLT. Mr. Farr. 
Mr. FARR. Mr. Chairman, I am very sympathetic to both sides of 

this argument. I mean, essentially what we have done is allowed 
them to go outside of GSA and I kind of support that having to 
deal with GSA. I mean, if we are going to look at the amount of 
space that GSA has leased and not occupied, it would run into bil-
lions and billions of dollars. They don’t even have an inventory of 
it, but—and then the other side is that we don’t give you—we allow 
you to lease this space, but then we limit your flexibility in being 
able to, you know, sort of back out or find a sublease. 

I understand we ought to—and I agree with you, Mr. Chairman, 
we ought to at least give them the ability to sublease, but I under-
stand that you wouldn’t be able to get the revenue from that sub-
lease that—— 

Mr. MASSAD. No, but at least it would go back—— 
Mr. FARR. Yeah. I—— 
Mr. MASSAD [continuing]. You would have to address that too, I 

guess, but, you know, even if it went back to the general fund, that 
is better for the taxpayer. 

Mr. FARR. What I’m really concerned about is, you know, more 
than—and I hope we can work out this real estate issue. It is, you 
know—there is enough blame to go around everywhere and it is— 
in light of—if that is what we are going to hang up your budget 
on as a penalty, I think we are not seeing the forest through the 
trees.

What I am worried about is the decision we made in the budget 
agreement, the Omnibus budget agreement, was a decision—bipar-
tisan decision with the Administration on what our budget num-
bers were going to be and based on that framework, the President 



37

came in under those agreements. I mean, your budget is part of 
that agreement, last year’s—you are asking for more, but the Ad-
ministration had to cut somewhere else in order to give you more, 
about $80 million, about, you know, a one-third increase. 

You lay out very specifically about five different points in your 
testimony here of what that new money will do, you know, ensur-
ing the U.S. derivative markets continue to be global leaders, to en-
force the efforts, including what you just described about spoofing 
and other technology capabilities and you need expertise for that. 
I mean, it might go to answering the question of maybe your em-
ployees are a little bit more—I am sure they come under the fed-
eral thing, but I—how do you hire a person that can go in and look 
at that, as you have very sophisticated—— 

Mr. MASSAD. You are—— 
Mr. FARR [continuing]. Ways of—that is really smart intel. You 

can’t just hire somebody off the street to do that. 
Third, you talked about you are going to need that money, the 

new money, for critical examinations that are going to—for the 
clearinghouses—for ability to examine the risks of cyberattacks, 
which you have indicated is probably the most single important 
threat, that you would be able to maintain with that money—im-
prove the basic IT infrastructure and capabilities of the Commis-
sion, and most importantly, I think we respond to the concerns of 
the market participants, in particular the commercial end-users. I 
mean, they are going to be coming to you and needing information 
that you may not be able to give them. 

And, I mean, you have—you said here, ‘‘The last 18 months the 
Commission has placed a priority in looking at ways to fine-tune 
recent reforms and other rules,’’ and some of the Members asked 
about that, reforming the rules, to upgrade them, to make commer-
cial firms which are—so they will not be held responsible for the 
financial crisis. 

I guess my question is—here is if we don’t give you what you 
ask, what are the risks going to be? 

Mr. MASSAD. Well, I think the risk is that we can’t do the level 
of examinations that I think are necessary and appropriate and a 
good investment in terms of some of this critical infrastructure, like 
clearinghouses and exchanges. We have seen examples of, you 
know, problems that you can have—— 

Mr. FARR. Try to explain it to your daughter or, you know, 
grandmother as to what do you mean by—— 

Mr. MASSAD. Sure. 
Mr. FARR [continuing]. Examinations and clearinghouses and 

things——
Mr. MASSAD. Sure. 
Mr. FARR [continuing]. Like that. What is the vernacular of these 

risks? I mean, what—in the financial world, if you just fail—— 
Mr. MASSAD. I—yeah. 
Mr. FARR.[continuing]. To do what you are required to do in law, 

what is the worst-case scenario? 
Mr. MASSAD. I think the risk is that—I don’t know that I want 

to go to the worst-case scenario, Congressman, but I guess, you 
know, the risk is that the U.S. has been a world leader in the qual-
ity of our financial markets and we have attracted participation 
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from all over the world, which is beneficial to all the businesses in 
the U.S. that want those—to want to use those markets. It creates 
greater liquidity, greater diversity, greater innovation. 

And if you start to slip where people say, ‘‘Oh, my goodness, did 
you see what happened at that clearinghouse in the U.S.,’’ or, ‘‘Oh, 
my goodness, they had a clearing member that failed and no one 
knew that was coming,’’ or, ‘‘Oh, my goodness, they had someone 
who was engaging in all this manipulation and spoofing and it 
went on for years,’’ even if that doesn’t result in a financial crisis, 
it tarnishes the reputation of our markets and that will cause, over 
time, us to lose the leadership that we have had. 

And so I can’t guarantee—to the Chairman’s question, I can’t 
guarantee that anyone can prevent the next financial crisis because 
you never know where that might be coming from. What I can 
guarantee, though, is that funding this budget will allow us to do 
far more in terms of protecting the integrity and the transparency 
of our markets, which undoubtedly will be a good investment for 
our economy. 

Mr. ADERHOLT. Mr. Yoder. 
Mr. YODER. Thank you, Mr. Chairman. 
I want to ask you a question about the position limit rule and 

I have heard from some grain and feed folks in Kansas, agriculture 
folks, that they are concerned that this might negatively impact 
them, specifically the proposal would dramatically narrow the 
range of hedging strategies considered as bona fide hedges, the ele-
vators used to manage their business risk and to help producers 
market their crops and manage the risk. 

Now, I know you have heard repeatedly from these traditional 
hedgers who are concerned that risk management strategies they 
have used for decades and that have been considered bona fide 
hedges always by the Commission might now be subject to drastic 
change. To take away those proven risk management strategies 
would increase hedging costs, would decrease hedging efficiency, 
which I would assume would be the complete opposite of what the 
Commission would want to do. 

What are you doing as a Commission to move forward to ensure 
that traditional hedgers like grain elevators and producers con-
tinue to have available the range of risk management tools that 
they need? 

Mr. MASSAD. Well, thank you for that question, Congressman. 
We are taking their concerns very seriously and looking very 

hard at the proposed rule that was issued, and by the way, that 
rule was issued before any of the three of us who are currently on 
the Commission took office. So I think we are all very conscious of 
the importance of getting this rule right. Congress directed us to 
do this rule, but we got to make sure that bona fide hedging still 
works, is allowed. We are not trying to, you know, change the mar-
kets, you know, to limit that. 

So we are looking at those comments. We have had a lot of meet-
ings with industry participants on this. I chair our Agricultural Ad-
visory Committee. We have had a number of discussions about this 
and we are looking at other aspects of the rule as well. One of the 
things we are doing right now is looking—you know, we will 
have—the way the rule works is it tracks the law in that the law 
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provides for bona fide hedging and it provides a set of exemptions, 
but there are then what you—what we call the non-enumerated ex-
emptions, meaning essentially further exemptions that a partici-
pant could get. 

We are talking with the exchanges right now on what would be 
the best way to handle that. Rather than just the Commission 
doing it, maybe we should incorporate the expertise of the ex-
changes and work with them so that they do, you know, a lot of 
the review on non-enumerated hedges. 

We are also looking at what we call the deliverable supply esti-
mates. You got to make sure—you know, you want to set the limit 
in a way that prevents excessive speculation, but allows the mar-
kets to grow and work, and so you want to make sure you get good 
estimates on what is that market volume today. What is that deliv-
erable supply estimate on a particular commodity? We are spend-
ing a lot of time on that. 

There is another aspect of the rule. I have said over and over I 
want to get this right, so we are going to take the time we need 
to get it right. 

Mr. YODER. Well, I can’t tell you how much I appreciate that atti-
tude of trying to get it right and making sure we are taking the 
concerns of folks back in Kansas and other states that could be 
negatively impacted by this that aren’t creating risky scenarios, 
but want to be able to protect themselves and we don’t want to do 
harm in a way that would make the rules sort of counter-
productive.

Second question is I wanted to ask you about the Regulated 
Automated Trading, Reg AT. 

Mr. MASSAD. Yeah. 
Mr. YODER. The Commission recently proposed Reg AT, at which 

the CFTC would require market participants to provide unfettered 
access to all of the firm’s intellectual property and future business 
strategies to any representative of the CFTC, DOJ, NFA or ex-
change for any reason. As you know, a breach of this information 
would be devastating, as these are trade secrets and—to these mar-
ket participants and the safety and operation of U.S. markets. 

Currently, the CFTC needs a subpoena to access that informa-
tion, that sensitive data, and it is unclear why such broad access 
is necessary, especially given concerns about the government’s abil-
ity to keep confidential information from cyberattacks. In fact, 
based on the most recent OIG reports, the CFTC’s most serious 
management challenge is the need to minimize information secu-
rity vulnerabilities in its network. 

How does the CFTC intend to enhance its policies and proce-
dures to protect the highly sensitive intellectual property it cur-
rently collects and proposes to collect under Reg AT? 

And given budgetary concerns and the costs of protecting the 
data it collects, wouldn’t it make more sense for the CFTC to limit 
its access to market participants highly sensitive intellectual prop-
erty and source code cases to where the CFTC is able to obtain a 
subpoena based on probable cause on wrongdoing? 

Mr. MASSAD. Well, thank you for the question, Congressman, and 
I am glad I have an opportunity to discuss this with you because 
I think there has been a lot of confusion about what we are trying 
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to do and I am very prepared to work with market participants to 
address this. 

What we were trying to do was to make sure that what we call 
the source code for automated trading, for algorithmic trading, is 
preserved. That source code is a computer code that—it sets forth 
how the algorithm would work and when you have a problem, 
when you have an algorithm run amuck, as we have seen with 
Knight trading or some of these other incidents, you need to go 
back and look at that source code to figure out what happened and 
because firms change their algorithms from time to time, the cur-
rent source code might be different than what it was six months 
ago when the incident happened. 

So what we are asking is simply that they preserve it. We are 
not asking them to turn it over to us routinely. We are not asking 
to, you know—to file it with us. We just want them to preserve it 
so if there is a problem, we can look at it and we can come in and 
reconstruct events, and I am perfectly happy to make sure that the 
way we do that guards that confidentiality. 

There is nothing more important than protecting confidentiality 
of things like this because that is important to the integrity of the 
markets and people’s willingness to participate. We take our obliga-
tions to preserve confidential information very, very seriously and 
we get a lot of confidential information, and so we will certainly do 
that here. 

Mr. YODER. So you don’t believe that CFTC then would ever need 
to take that source code into the CFTC where it would be on an 
area that could be sensitive to cyber threats? 

Mr. MASSAD. Well, we certainly would. If we needed to get it be-
cause we are looking at a—let us say there is a problem in the 
market and you have a firm that caused some, you know—some 
disruption and you need to look at that source code, we will cer-
tainly do that in a way that protects confidentiality. We have to do 
that all the time. 

Mr. YODER. But given the cybersecurity concern, you can see why 
these companies would—— 

Mr. MASSAD. Well, sure, but—— 
Mr. YODER [continuing]. Be worried that it might fall into the 

wrong hands and that is—the source code is their intellectual prop-
erty. I mean, that is the whole thing for that. 

Mr. MASSAD. I—yeah. No, I understand their concern and so—— 
Mr. YODER. And then the subpoena question, just in terms of 

why couldn’t we just allow this continue to be via subpoena based 
on probable cause? 

Mr. MASSAD. Well, I am certainly happy to look at that issue. I 
am not sure when you say continue to be. I don’t think we are 
changing what the rules are today, but we—— 

Mr. YODER. Yeah, that is the whole point is that you would be 
able to receive that information without using—you can already re-
ceive the source code now with a subpoena based on probable 
cause. This would allow you to shortcut that by saying you want 
the source code, which is their intellectual property. To get their 
intellectual property, you have to have a subpoena right now. 

Mr. MASSAD. I am—we are taking comments on this right now 
and I am perfectly happy, as I say, to make sure we have got prop-
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er procedures that protect the confidentiality. Whether that is a 
subpoena or whether that is something else, I don’t know. I want 
to hear what people have to say, but also, in terms of our own sys-
tems, we are trying to take steps all the time to make sure our sys-
tems are staying up to—keeping abreast. I mean, that goes back 
to our budget, right? 

Mr. YODER. That is why you need money from us, right? 
Mr. MASSAD. Need money to keep those systems up-to-date. 
Mr. YODER. Thanks, Mr. Chairman. 
Mr. ADERHOLT. Thank you. I know you have had a long day. Let 

me just close with one more question. 
Just for the record, the CTFC swap dealer de minimis regulation 

was, of course, the threshold when a market participant must reg-
ister as a swap dealer. Its schedule will be automatically be re-
duced by 60 percent from $8 billion in annual notional swaps activ-
ity to $3 billion. This level will subject a good number of new mar-
kets and end-users that were never intended to be captured under 
the Dodd-Frank legislation to register as swap dealers. 

Becoming a swap dealer should be reserved for big banks and too 
big to fail institutions. Moreover, it adds 4,000 additional regu-
latory requirements for these entities to comply with. Many of 
these businesses are job creators and they had nothing to do with 
the financial crisis that we saw in the past. 

The FY 2016 Omnibus, we included a provision that directed 
your agency to keep the swap dealer de minimis level at no less 
than $8 billion. Preferably, we would like to see it higher. 

I appreciate your efforts to complete this study and open the 
issues for comment. 

I would like to ask you, the comment period as on the study that 
you have recently closed, can you update us on the type of com-
ments that you received? 

Mr. MASSAD. We received a wide range of comments and as you 
might guess, they varied. Some said we should keep it at $8 billion. 
Some said we should lower it to $3 billion. And we are going 
through those and looking at people’s reasons and suggestions. 

We asked people not just to comment on that, but to comment 
on, you know, should we look at a multifactor test. Should we look 
at different levels for different product areas? For example, some 
people have raised concerns that, well, the commodities markets 
are very different and you need a lower threshold there. Does that 
make sense or does it not make sense because you got firms that 
are acting across the board? And, you know, you want to have 
some, you know, regulatory kind of certainty, predictability, con-
sistency here. 

So the comments are wide ranging and we are looking at them, 
and as I say, we will come out with the final report in a little 
while.

Mr. ADERHOLT. When do you expect the threshold to drop? 
Mr. MASSAD. Well, the rule provides that the threshold will drop 

unless the Commission takes action at the end of 2017, in Decem-
ber of 2017. So we have got quite a bit of time here. That is why 
I started this process early. I wanted to make sure we could go 
through this study and public comment and getting input well in 
advance of that date so that the Commission has the information 
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it needs to decide what to do, and again, we are mindful of the 
Committee’s instruction and we always welcome input from Con-
gress.

Mr. ADERHOLT. Well, thanks for being here today and—— 
Mr. MASSAD. Thank you. 
Mr. ADERHOLT [continuing]. Like I said, I know you have had a 

long day, so I hope you—— 
Mr. MASSAD. Happy to be here. 
Mr. ADERHOLT [continuing]. Have a restful night. 
Mr. MASSAD. Thank you. 
Mr. ADERHOLT. So—and with that, the subcommittee is ad-

journed.
Mr. FARR. Thank you very much, Mr. Chairman. Do you know 

when our next—scheduled our next hearing? 
Mr. ADERHOLT. Tomorrow. 
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THURSDAY, FEBRUARY 11, 2016. 

OFFICE OF THE SECRETARY, DEPARTMENT OF 
AGRICULTURE

WITNESSES

HON. THOMAS VILSACK, SECRETARY, DEPARTMENT OF AGRICULTURE 
ROBERT JOHANSSON, CHIEF ECONOMIST, DEPARTMENT OF AGRI-

CULTURE
MICHAEL YOUNG, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 

INTRODUCTION OF WITNESSES

Mr. ADERHOLT. The subcommittee will come to order. 
Good morning and welcome, everyone, to today’s hearing. 
Our primary goal this morning is to examine the Department of 

Agriculture’s fiscal year 2017 budget, while also reviewing the use 
of funds past and present. 

I would like to welcome our witnesses that are here with us this 
morning: the Secretary of Agriculture, the Honorable Tom Vilsack. 
Thank you for being here. 

He is also joined by Chief Economist for USDA, Dr. Robert 
Johansson. Thank you for your presence. 

And also USDA’s Budget Director, Mr. Mike Young. So good to 
have you all back today. 

OPENING STATEMENT—MR. ADERHOLT

This year marks the final year of the Obama administration, its 
last budget request. Like any administration, we have seen a num-
ber of highs and lows. All in all, you and your team have a positive 
record, and you have reached quite a few milestones during the 
past seven years. 

On the plus side we can appreciate new discoveries made 
through agricultural research, record trade levels, expansion and 
restoration of critical rural infrastructure, a helping hand given to 
the impoverished and to farmers, ranchers, and producers hit with 
temporary crop and revenue losses, and the implementation of two 
farm bills. 

On the flip side, the subcommittee’s work will extend well beyond 
the current Administration. We are forced to look at how we can 
help fix critical programs that still need more attention, such as 
the Rental Assistance Program that serves a vulnerable population, 
including the elderly and the disabled; the critical IT infrastructure 
project still needed by our farmers that is commonly known as 
Modernize and Innovate the Delivery of Agricultural Systems 
(MIDAS); more effective and sensible regulations where necessary; 
a better understanding of obesity and how to get consumers to vol-
untarily change their behavior; investments in critical infrastruc-
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ture to get the greatest return on investments and create more 
jobs; and in general, spending bills that are fiscally responsible re-
flecting the needs of our federal government and the American peo-
ple while at the same time protecting the future of American agri-
culture.

Basically, I have four primary goals for this subcommittee as we 
move forward on the 2017 appropriations process. The first goal is 
to increase oversight, improve efficiency, and demand more effec-
tive outcomes for the agency and programs that are within our pur-
view.

We will continue to build upon the oversight efforts of previous 
years. The ultimate goal is to improve the agency’s accountability 
of the taxpayer dollar with a focus on results. 

USDA must tighten control for areas subject to large expendi-
tures with unclear results and where performance tasks or mile-
stones have not been met, such as is often the case with informa-
tion technology investments. 

The second goal is ensure the proper alignment of funds with 
core programs and services so that we can keep rural America vi-
brant. We appreciate the Department’s keen attention to sup-
porting rural America. There are a wide range of programs in our 
bill that seek to support the diverse rural communities across the 
United States, especially those that are vital to farmers, ranchers 
and producers. 

I want to be sure that we make wise decisions in allocating the 
funds. Parts of rural America are really hurting. A few examples, 
the U.S. net farm income is forecast to decline for the third con-
secutive year in 2016. 

Second, about two out of three rural counties lost population be-
tween 2010 and 2014. 

And also, No. 3, poverty remains high. 
And fourth, midway through last year rural employment was 

still 3.2 percent below its pre-recession peak in 2007. 
Many of us on this subcommittee know firsthand that supporting 

rural America is a wise investment in the future of this Nation. 
The third goal for the subcommittee is to provide continued sup-

port for American farmers, ranchers and producers in both domes-
tic and the international markets. We will continue to provide the 
funds necessary to promote U.S. agriculture within free and fair 
markets covering all from the beginning farmer and rancher to co-
operatives representing the many sectors of agriculture. 

As you well know, Mr. Secretary, the United States is one of the 
most highly productive food and agriculture sectors in the world, 
and the U.S. Government plays a unique role in ensuring the sec-
tor’s vitality. 

Agricultural exports play a crucial part in the U.S. economy, sup-
porting more than one million jobs and increasing revenue for our 
farmers and also for our ranchers. 

The fourth goal for the subcommittee is to protect the health of 
our people, plants and animals. First and foremost we will support 
food safety and nutrition research for the U.S. consumer. Livestock 
also needs to be healthy. 

As you are well aware, last year we saw the devastating loss of 
nearly 50 million birds due to an outbreak of the ‘‘high path’’ avian 
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influenza, costing the economy well over $1 billion between the 
public and private sector. 

Undergirding these efforts is intramural and extramural re-
search.

Lastly, we must support the men and women in the field who 
fight plant pests and disease that are on the front line. 

The purpose of this subcommittee is to meet these goals in a fis-
cally responsible manner that optimizes the resources we have, 
while ensuring that prosperity for future generations. It is some-
what concerning that USDA’s budget request includes increases for 
discretionary and mandatory programs that appear to disregard 
the debt crisis facing our Nation. Total program level resources for 
USDA have gone from $175.8 billion in fiscal year 2009 to $225.4 
billion in the President’s fiscal year 2017 request. 

Our government is in debt more than $19 trillion, as we all 
know, and as they say, we need to cut up a few credit cards and 
not sign up for any new ones. The Department is again proposing 
to establish new programs and offices using scarce discretionary re-
sources. While many of the programs that you identify in the fiscal 
year 2017 budget need to be addressed, I believe that we should 
consider using the tools already available in the tool kit and not 
necessarily create new programs. 

The Administration proposed new mandatory programs outside 
of the 2014 farm bill and the ongoing child nutrition reauthoriza-
tion process that will not be supported by the fiscal year 2017 ap-
propriation. For example, your budget proposes $20 million in 
funding for an entirely new program called the Home Visits for Re-
mote Areas. There are already two programs at the Department of 
Health and Human Services, (HHS), that serve this purpose, the 
first being the Health Resources and Services Administration’s Ma-
ternal, Infant and Elderly Childhood Home Visiting Program, and 
second, the Administration for Children and Families’ Tribal Home 
Visiting Program. 

Not only does HHS have two similar programs, but USDA has 
a $68 million program called the Expanded Food and Nutrition 
Education Program in every state and territory, serving the very 
same populations. 

The calculations for this final budget become more complex as 
these increases are offset by questionable decreases, such as large 
reductions attributed to operating efficiencies. The savings are jus-
tified by a few nebulous sentences that cite decreased travel, fuel, 
printing costs that will in the end yield large savings. 

However, these savings have been claimed by the agency in pre-
vious years and are not likely to produce savings in the amounts 
suggested in the budget request. 

There are programs within USDA’s request that remain high pri-
orities, such as discretionary funds for the Agriculture and Food 
Research Initiative (AFRI), support for rural development and farm 
program loans and grants, crop protection and pest management 
programs, the Rental Assistance Program, and other such vital ag-
riculture and rural development programs. 

Let me add I am especially concerned about the major changes 
that are proposed to the crop insurance program. We just had this 
fight last fall, and Congress did the right thing in the end by main-
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taining the safety net that was established in the 2014 farm bill. 
Farmers will likely endure an estimated drop in net farm income 
of 56 percent from its recent high record of $123.3 billion in 2013 
and, if realized, would be the lowest since 2002 in both real and 
nominal terms. They are experiencing tough economic times with 
sharply decreasing crop prices and a number of natural disasters. 

There are a number of uncertain economic factors in the future, 
yet USDA is proposing to reduce crop insurance by $16.9 billion 
over ten years and make it increasingly difficult for them to secure 
funding.

I joined with my fellow colleague, Mike Conaway, who chairs the 
Agriculture Committee, in requesting that we do not adversely 
change the rules of the farm bill. 

Chairman Rogers believes that Congress should abide by the 
budget caps that are set in place by the bipartisan Budget Act of 
2015, a total of $1.070 trillion in discretionary spending. With ever-
more competing needs, I anticipate that the subcommittee’s fund-
ing will remain relatively flat at best. 

USDA’s budget request largely exceeds the fiscal year 2016 en-
acted funding levels. Today and in the months ahead, we must 
analyze the request and focus on allocating the funding using the 
goals that I have outlined to the most effective, highest priority 
programs.

So with that, for that little bit lengthy opening statement, thanks 
for bearing with me, but I would like at this time to recognize our 
very distinguished Ranking Member, Mr. Farr from California, for 
any Mr. Farr opening remarks that he may have. 

Mr. Farr. 

OPENING STATEMENT—MR. FARR

Mr. FARR. Thank you very much, Mr. Chairman. 
And welcome for your eighth time before this committee. 
I just personally want to thank you for your public service. I ad-

mire you in public service as much as anybody I have ever served 
with because I look at the Department you are running, created by 
Abraham Lincoln to essentially protect the rural America, to dis-
cover it, to help people live as we made the westward expansion, 
essentially being the Home Ec. Department of how do you live in 
a rural area, how do you create rural water, rural housing; how do 
you hunt; how do you cook; how do you do all of these things that 
needed to sort of move the westward expansion in a successful way. 

And the Department has always been sort of in charge of rural 
America, and in rural America today, we have more poverty than 
anyplace else, and as someone with a background, an orphan, who 
got a good education, became a lawyer, mayor of a small town, 
State legislator, Governor and a Secretary of the agency that really 
is America’s poverty agency because you are the ones; your agency 
is the one that is responsible for making sure that all of those 
unmet needs are the last mile, as they say. 

So I appreciate it and also really appreciate your ability to sus-
tain yourself. I guess you are the only Secretary that has survived 
all 8 years. 

I am going to go into some of the comments about some things 
that I am interested in, but I also would hope that, Mr. Chairman, 
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perhaps the last thing we could do is, since this is probably the last 
time that I will certainly see you here, the Secretary here, is to tell 
us what he has learned from being a Secretary of 8 years in this 
cabinet, things that might help us in the years out. 

But I want to also thank you. I think your budgets have come 
in balanced and responsible, and in fact, I am really excited at how 
you have targeted rural poverty. You are the President’s sort of 
czar—you cannot use that word anymore—but the person in charge 
to look at the poverty picture in a big way rather than just in a 
siloed way in one department or another, but look at the whole pic-
ture.

As I understand it, Mr. Chairman, this budget is coming in $300 
million less than what we enacted last year on the discretionary 
side, and I am a little concerned about why we are cutting it. Well, 
we will find out. 

But I also would like to thank you because you have done some-
thing a lot of my growers particularly in California, rice growers, 
grape growers, wine grape folks, are really interested in: doing 
trade with Cuba, and you took the bold action of taking Members 
of Congress to Cuba, opening up a foreign attache service in our 
embassy there, our newly opened embassy, and I really, really re-
spect that, and I am glad you have taken the leadership to do that. 

We have over 100 crops in just my county alone. You have seen 
those. We have a $4.8 billion ag. industry, and those crops are cer-
tainly more than we can consume locally, and we are looking for 
as many markets as possible, and I think you have done a great 
job in helping us get access to those new markets, and I have sup-
ported your trade bills as well. 

Speaking of the Southern Hemisphere, many members of this 
committee are probably tired of hearing it, but I was a Peace Corps 
volunteer in the early 1960s, one of the first to go to Colombia. I 
lived in a very large barrio in a city called Medellin which nobody 
had ever heard of then. It was not a country with drug problems 
or anything, but it was certainly a country full of poverty. 

And when you live in poverty, you realize that people in poverty 
have no choices. You are so poor you do not have a choice of what 
clothes you are going to put on. You do not have a choice of what 
you are going to eat at a meal. It is the same thing every single 
day. You do not have access to health care. You are sick or have 
a broken leg. It does not get fixed. You die if you are a young kid, 
and then they bring the baby to your door and want to borrow 
money to bury it properly. 

And so, you know, my first month in Colombia I saw more things 
that I had never imagined that I would have seen and lived with. 
But one of the things you learn about poverty is that people do not 
have a choice because they do not have the ability when they can-
not read and write to get a job. If they do not have access to food, 
it is starvation. It is how do you seek that. 

And I think sometimes we think because in America we do a 
good job of sort of covering up poverty, we have access to clothes. 
You can choose what you wear because there are a lot of give-away 
programs at our churches for clothing and so on like that. We do 
have an extensive feeding program. So you get access to food. You 
have choices. 
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But at the same time we do not realize that the mentality, that 
culture of poverty is just like it is in other parts of the world. And 
that is why I really appreciate your zeroing in, particularly from 
your rural background in Iowa about the need to reach out and 
give every single child a start because if you have a chance, if you 
have a safe place to live, you have access to education, and you 
have some food that you can eat and have nutrition so that you are 
not hungry in school so that you can learn, and all those things 
that this Department does, if you have those things, you have got 
a chance and a good chance in America. And you are a model of 
that chance. 

So I really appreciate that you are looking at how we revitalize 
the War on Poverty. We spent a lot of money on it, and you know, 
what I have heard from you, that it has not fixed the problem. 

So I am glad that this budget maintains the Supplemental Nutri-
tion Assistance (SNAP) Program, the Special Supplemental Nutri-
tion Program for Women, Infants, and Children (WIC) Program, 
the Summer Electronic Benefit Transfer (summer EBT) Program 
for children, and that these are basic proved programs that help 
lift people out of hunger, out of food insecurity and can focus them-
selves then on other life enhancing activities. 

So these safety net programs, I hope, will never slip and I would 
love to hear your opinions on how we can better meet that goal. 

Mr. ADERHOLT. Thank you, Mr. Farr. 
Also we have been joined by the chairman of the full Appropria-

tions Committee, Chairman Rogers, and I would like to recognize 
him at this time for any comments he would like to make. 

OPENING STATEMENT—MR. ROGERS

The CHAIRMAN. Thank you, Mr. Chairman. Mr. Secretary, gentle-
men, ladies, welcome. We appreciate your being here. 

Let me start off, Mr. Secretary, by thanking USDA for its tre-
mendous work to help farmers and rural communities in my region 
and across the country. Of course, as you know, because you have 
been there, in eastern Kentucky we are working on a Regional 
Community Development Initiative known as SOAR, Shaping Our 
Appalachian Region. 

Since the beginning of that group 2 years ago, USDA programs 
such as the Rural Development Community Facilities Loan Pro-
gram and the Business and Industry Guaranteed Loan Program 
have played an important role in retaining existing businesses and 
building new ones. 

I also note your continued support for the Single Family Direct 
Loan Program. I was pleased to see the budget proposal main-
tained level funding for that program which helps many of the 
poorest in rural America achieve their dream of owning a home. 
The equity rural families build in their homes can be used to create 
financial stability for generations to come. 

In addition, Mr. Secretary, you have also recently taken on a new 
responsibility, I think, of very critical importance. Having been ap-
pointed by President Obama to lead an effort to address the prob-
lem of heroin and other opiate abuse in rural communities. As you 
are aware, I am sure, my district has felt the scourge of prescrip-
tion drug abuse for more than a decade. 



163

I look forward to having another warrior on the battlefield as we 
continue to fight to save lives. 

I also want to express my sincere gratitude to you for agreeing 
to speak on this issue at the Fifth Annual National Prescription 
Drug Abuse and Heroin Summit in March in Atlanta. 

Those are the good news things I wanted to mention to you. 
There are a couple of things that I am not too happy about. In a 
year when we are going to be faced with some really tough deci-
sions about where to spend money, very, very limited money, and 
not, it is difficult to understand why the administration has pro-
posed funding such a large number of new discretionary programs. 
We are having trouble funding the ones that already are here and 
are working. 

Many of these new programs, such as the Rural Corps and the 
Home Visits for Remote Areas seem to me to be duplicative of pro-
grams already offered by USDA. With so many successful programs 
already struggling with tight budgets, it seems to me that now is 
not the time to be muddying the waters with additional initiatives. 

Another disappointment in the budget request is the reduction in 
the business and industry loan authority. That program guarantees 
loans for rural businesses which allows private lenders to provide 
more affordable financing for companies in rural areas. 

This program has helped create new jobs in my region by helping 
companies secure the financing they need to establish, expand and 
modernize rural businesses. I hope you will shed some light on 
your intentions in reducing that loan authorization as you appear 
with us today. 

Mr. Secretary, thank you for being here with us. Thank you for 
coming to my district several times and being very helpful in our 
efforts to help the people in eastern Kentucky. 

Thank you. I yield back. 
Mr. ADERHOLT. Thank you, Chairman Rogers. 
And as has been said, Mr. Secretary, we do appreciate your serv-

ice not only to the Department of Agriculture, but also your public 
service in general. So we do appreciate your service and also being 
here.

Without objection, your entire written testimony will be included 
in the record, and at this time, we would like to recognize you for 
your opening statement and your comments, and then we will pro-
ceed with the questions. 

Secretary Vilsack. 

OPENING STATEMENT—SECRETARY VILSACK

Secretary VILSACK. Mr. Chairman, thank you very much for the 
opportunity to be here today, and I want to thank you and Chair-
man Rogers and Ranking Member Farr for your comments today 
and for the courtesies that you have extended to me and to the De-
partment throughout the time I have been Secretary. 

I have been proud of the work we have done at USDA and will 
continue to be proud so long as I have this job. 

Representative Farr asked for me to opine about what I have 
learned in this job, and one thing I have learned is that my open-
ing statement has very little influence on the budget. So I will try 
to be concise and focus really on the future and particularly four 
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items in our budget, three of which this committee will deal with, 
one of which is outside of this committee’s jurisdiction, but incred-
ibly important to the future of rural America and our natural re-
sources.

I would sincerely hope that this committee would take very seri-
ously the request that we have made to have a physical presence 
in Cuba. The opportunity for us to have individuals in Cuba to set 
the stage for resumption of trade is critically important because 
there are a number of preliminary matters that have to be ad-
dressed before trade can be reopened. 

Before the embargo is lifted, it would be helpful, in my view, for 
us to be able to deal with the technical aspects of a resumed trade 
relationship. This is a market that American agriculture should 
dominate. It currently does not for many reasons, but one of the 
reasons is that we simply do not have anyone there promoting 
American agriculture. 

And as you know, the embargo makes it more difficult for us to 
use the promotional resources that are available for other countries 
and trade relationships. 

So I would hope that the committee would take that request seri-
ously.

You mentioned the importance of research. Let me underscore 
the significance of research. This budget obviously suggests, 
through discretionary and mandatory resources to adequately and 
fully fund the AFRI Competitive Grant Program. During the course 
of the time I have been Secretary, our research has resulted in over 
900 new inventions, over 450 new patents, over 800 patent applica-
tions. It is a tremendous opportunity for us to pave the way for a 
more productive and profitable future for our farmers and our 
ranchers and for rural America. 

And it is essential in the context of a changing climate and some 
of the pests and diseases that we are currently confronting that we 
continue to invest adequately and fully in research. 

Also, it is my view that we need to continue to invest in the fu-
ture of our children. The reality is that we do a terrific job, I think, 
in reference to providing nutrition for youngsters during the school 
year. Over 30 million youngsters benefit from this program. Twen-
ty to 21 million of them are free and reduced lunch kids. 

The unfortunate circumstance, however, is when they leave 
school for summer vacation, only 3.8 million of those youngsters re-
ceive assistance and help through a summer feeding program. 

That is why the President has requested in this budget that we 
create a pathway to full coverage for these youngsters who are 
struggling, for families who are struggling, particularly in rural 
areas, and I would hope that you would take a serious look at the 
summer feeding proposal that is contained in this budget. 

Finally, I think it is absolutely essential that this Congress fi-
nally fix the fire budget once and for all. It is a drain on our fire 
budget. It is a drain on our Forest Service budget, and it is, frank-
ly, a drain on all the other aspects of our budget. 

I would note in conclusion that the total discretionary request 
from this budget is below what was enacted in 2016, and as impor-
tantly, is below by over $1.8 billion what was enacted in 2010, the 
first full year that our President submitted a budget. So I think we 
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have been fiscally responsible. We have saved money. We will con-
tinue to save money. 

We are also saving time. We have a very aggressive process im-
provement effort at the USDA. Every mission area is required to 
have two major process improvement projects. To date over 320,000 
hours of time have been saved, over $65 million of savings to the 
budgets, and nearly $45 million to our customers. 

That process will continue as long as I am Secretary, and hope-
fully it will continue beyond. 

Mr. Chairman, I am extremely proud of the men and women who 
work at USDA. I think they do an amazing job. We have fewer of 
them than we did when I first started this job, but yet we are doing 
record levels of work. 

And I look forward to the questions from the committee to am-
plify on the record and on the future of USDA. 

Thank you. 
[The information follows:] 
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Mr. ADERHOLT. Thank you, Mr. Secretary. 
As we are beginning the questioning portion of the hearing and 

we are starting our hearing process for all of our subcommittees, 
and with 12 subcommittees that are taking place Chairman Rogers 
has the responsibility to bounce around various subcommittees dur-
ing the day, and as you know, we are on such an aggressive sched-
ule to make sure that we move forward in a timely manner. We 
are in the midst of that. 

So I want to turn to Chairman Rogers in the beginning here and 
let him ask any questions that he may have in case he needs to 
slip on to another subcommittee afterwards. 

DRUG ABUSE IN RURAL AMERICA

The CHAIRMAN. Mr. Chairman, thank you very much. That is 
very nice of you, and it is true we have 12 subcommittees. We are 
trying to have over 100 hearings early this spring in order to try 
to get these bills to the floor, each one of them separately during 
the year, even though it is a truncated year because of the elec-
tions, conventions, and the like. So thank you, Mr. Chairman, for 
that courtesy. 

Mr. Secretary, I know that your family along with most families 
in the country have experienced the struggles of both addiction and 
recovery from drug abuse, prescription drug abuse mainly, and now 
heroin.

My district, my area of Kentucky has suffered greatly and early 
on with OxyContin addiction. I was going to emergency rooms al-
most every night seeing young people die for no reason, and I know 
that practically every family in the country is suffering from some 
contact with the problem. 

I was very pleased to see in January the President appointing 
you to head up a new initiative addressing that problem, the prob-
lem of heroin and opioid use in rural communities. You have 
chaired the White House Rural Council since 2011. 

Tell us how you think the problem is different in rural America 
from urban America. Is there a difference? 

Secretary VILSACK. Mr. Chairman, I think there is a significant 
difference. First, it has to do with the individual who may be tak-
ing pain medication and realizes that heroin is less expensive than 
the pain medication and transitions to heroin. 

It is difficult, I think, in the context of rural America where we 
value independence, where we value basically self-reliance for any-
one to acknowledge and to admit that they have got a problem, or 
for those who are loved ones, to admit that a loved one has a prob-
lem. So it starts with that. 

There is a sense of isolation in rural America and in many re-
mote areas in terms of the ability to access services. Seventy-six 
percent of the shortages in mental illness and substance abuse 
services are in rural areas. So even if you want to have help, you 
cannot find help. 

And then finally, to the extent that you find the faith and the 
confidence and the courage to begin anew, you have to have sup-
port. You have to have the ability to visit with others who are 
struggling just as you are on a day-to-day basis, and the commu-
nities are not equipped to provide the level of support, recovery 
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support long term, which is why I think it is going to be important 
to engage the faith based community, in particular, in creating an 
environment in which AA meetings and Narcotics Anonymous 
meetings and so forth can take place. 

There is an absence of that in rural communities. So you start 
with the individuals. You lack services and you lack the recovery 
support over the long term. 

It makes it much more difficult, I think, in my view, which is the 
thing the President expressed to me and the concern that he has 
and that I share, is that the mortality, and I will finish with this, 
the mortality rate in every major country in the world today is 
going down. In other words, people are living longer. In urban and 
suburban America, people are living longer. 

White males in rural America are dying at a younger age, and 
they are dying because of poisoning and suicide, and all of what I 
talked about, I think, feeds into that tragic, tragic response and re-
action.

The CHAIRMAN. It is tragic. I started an organization in my dis-
trict 12 years ago called UNITE, Unlawful Narcotics Investiga-
tions, Treatment, Education, a holistic approach. We cannot arrest 
our way out of the problem. We cannot teach our way out of the 
problem. We cannot educate our way out of the problem, but we 
have got to do all of those things at the same time. 

Do you agree with that? 
Secretary VILSACK. Yes, sir. 
The CHAIRMAN. What does the federal government have in the 

way of help to help communities establish that holistic approach to 
the problem? 

Secretary VILSACK. Well, the CDC has a grant program that is 
focused on prevention. There is also within the Health and Human 
Services budget resources to provide and expand behavioral service 
centers. Hopefully some of those resources will be directed to rural 
areas.

Obviously, the Department of Health and Human Services can 
also provide resources for the expansion of medications that can 
help in overdose situations. 

And we can encourage the medical community to engage with us 
in medication-assisted treatment. I think the USDA has some cre-
ative opportunities, one in the community facilities area, the ability 
to use resources potentially to provide the brick and mortar for 
mental health services and substance abuse services. 

Interestingly enough, I think the Forest Service potentially has 
a role as well. There are recovery programs that are focused on 
outdoor recreation type activities. There is no reason why those 
outdoor recreational activities could not be folded into what is 
being done on our forests. In fact, I have asked our Forest Service 
to identify key forest areas, national forests that would be most 
amenable to this, and we are going to try to sort of overlay that 
with where all of the other resources are being directed. 

You are absolutely right. The challenge here is to concentrate 
and to focus a multifaceted effort in these locations as opposed to 
sporadic investments all over the country, to be able to move the 
dial, show what the best practices are, and then replicate those 
best practices. 
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The CHAIRMAN. Well, I thank you for taking that chore on. It is 
a big one and dangerous, and it changes all the while. 

Does your effort include the fight against heroin as well? 
Secretary VILSACK. Yes, sir. 
The CHAIRMAN. It does. 
Secretary VILSACK. And also the suicide issue, which has many 

parallels and similarities to the abuse issue. 
The CHAIRMAN. Very succinctly tell us what the goals of your 

group are. 
Secretary VILSACK. Well, the goal, I think, is to raise awareness 

of the problem to ensure that folks who need help are going to get 
the help to prevent unnecessary deaths as a result of overdose, to 
equip first responders with the knowledge and the medications that 
are successful, and at the end of the day to see that the increasing 
mortality rate in rural America declines because we have fewer 
poisonings, we have fewer suicides, and we have fewer people feel-
ing isolated, we have more services, and people being able to get 
the services before they turn to a life of drugs and the ultimate de-
struction.

You mentioned my circumstance. My mother was addicted to 
both alcohol and prescription drugs. My mother did try to commit 
suicide, and, sir, I can call up those images right now. 

The CHAIRMAN. Bless you. 
Secretary VILSACK. Thank you. 

GENETICALLY MODIFIED ORGANISMS (GMO)

Mr. ADERHOLT. I want to thank you for you work of GMO label-
ing that you have done and the attempt to try to forge a reasonable 
compromise on the biotech labeling issue by starting a new dia-
logue on both sides. 

I know that there are two opposing groups that are very pas-
sionate about their position, and I would give you credit for trying 
to find a path forward in that regard. 

Throughout the GMO labeling debate, we have heard all sorts of 
claims by both sides that many consumers seem confused about it. 
My question to you, Mr. Secretary: does the U.S. Government con-
sider GMO products to be safe for consumers and the environment? 

And if so, how can we know this? 
Secretary VILSACK. Well, Mr. Chairman, the answer to your 

question is yes. We do consider them safe. This number may be a 
bit off, but I have seen a summary of 660 studies that have looked 
at the safety of GMOs in terms of human health. 

We know that GMOs have been providing an opportunity to re-
duce the level of pesticides and chemicals. There is a wonderful 
chart that we recently had at USDA that shows that American ag-
riculture has increased productivity by 170 percent during my life-
time, but inputs have remained relatively steady on 26 percent less 
land with 22 million fewer farmers. So part of that is the science 
of agriculture. 

Having said that, I think the industry would be the first to admit 
that they did not do a particularly good job of educating not just 
the producers about the benefits, but also consumers, and I think 
there is a process now of catch-up that is going to be required, and 
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I think the labeling debate and conversation has started that proc-
ess.

I would say that as we think about how to resolve this debate, 
we need to recognize this is not the first and only issue that is 
going to be raised with reference to agriculture and processes. So 
we need to think of a way in which we can allow whatever the re-
sponse is to be flexible enough to deal with the next issue, what-
ever the next issue is, and I am pretty convinced there will be a 
next issue. 

Mr. ADERHOLT. Well, looking ahead, what happens if we do not 
quickly address the upcoming July implementation of the Vermont 
mandatory GMO labeling law? 

Secretary VILSACK. Well, I think that first and foremost there is 
obviously uncertainty and confusion in the market, and as major 
food companies begin to deal with this, you are going to create mul-
tiple standards and multiple responses, which is going to create 
further confusion. 

You may very well also end up having some companies decide 
that they have to segregate product, that they have to trace it 
back. There is a cost associated with that. That they may have to 
have separate warehousing facilities. There is a cost associated 
with that. That they may have to have separate inspection sys-
tems. There is a cost associated with that. 

And I think major companies will tell you that they anticipate 
and expect to see increased cost, which of course will be borne pri-
marily by consumers. 

There is a way to deal with this. I think at the same time re-
specting the safety of GMOs, but also respecting consumers’ right 
to know, I think there is a way forward, and I think we did make 
progress in our conversations. We just did not quite get to the last 
issue, and I think the last issue is after you create some kind of 
multiple mechanism for informing consumers, whether it is a smart 
label, whether it is a 1–800 number, whether it is a web-based sys-
tem, and after you educate people about the availability of that in-
formation, the question then is: what happens at the end of that? 

Do you then put something on the front of the package or the 
back of the package that says GMO or identifies this, or do you 
survey consumers to find out if they know how to use this informa-
tion, if they are interested in it? 

And if you show a substantial number of consumers already 
knowledgeable, then the question is: what is the necessity of put-
ting something on the package? 

I think that is kind of where our conversation sort of broke 
apart, and I think it is a place that the Congress is going to have 
to address. 

Mr. ADERHOLT. There is concern that this Administration has not 
done more to get in front of this debate and use its influence to as-
sure the public that there is nothing to fear from biotech products, 
such as seed and products that have been deemed safe for actually 
decades.

How can USDA do more to educate consumers and ensure them 
that these products are completely safe? 

Secretary VILSACK. Well, I think you can take a look at virtually 
every statement I have ever made about this as a Secretary and 
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you are going to find that that statement about safety is in it, and 
I think we can continue to promote research and continue to pro-
mote science and continue to talk about this in the context of con-
tinued abundance of food supplies, continued safety of food sup-
plies, and the ability to deal with global food security challenges of 
which this is a critical part. 

I think we just continue to have this conversation with folks, but 
I do not think it is just the government that needs to talk about 
this. I think that the industry needs to be more forthcoming, and 
I think there is now a recognition and appreciation for that, albeit 
a bit late, but I think there is going to be an aggressive effort from 
this point forward to educate people so that they can make in-
formed decisions. 

Mr. ADERHOLT. And I appreciate your work on that. I just think 
that we do need to do more to educate consumers about the safety 
of these products, and I think we need to be creative in ways that 
we can move forward on it. 

So I hope that you and your team can be thinking of more ways 
within your purview of how we can try to educate the public on 
that since it is very important. 

Mr. Farr. 

WAR ON POVERTY

Mr. FARR. Thank you, Mr. Chairman. 
I appreciate Mr. Rogers bringing up the tragedy that is hap-

pening in rural America. It is also happening to our rural vets com-
ing home and lack of services. 

I am just curious what you have learned in this sort of new War 
on Poverty that you are in charge of. It really is what motivated 
me to get into politics. I was a Peace Corps volunteer in Latin 
America trying to figure out what I am going to do, and I read this 
book by Michael Harrington called ‘‘The Other America,’’ and I 
woke up and thought, ‘‘My God, we have got poverty back in Amer-
ica. Here I am in a Third world country and I am not a registered 
voter. I cannot get involved here, but I am going to go home and 
join this War on Poverty, whatever it is.’’ 

And it brought me into being in elective office. And I even got 
on this Committee not because I represent this incredible amount 
of agriculture and diversity of agriculture, but really to try to root 
out those root causes of what I call the culture of poverty. 

We have had that war since the 1960s, since Lyndon Johnson 
and Congress approved it, and we have spent billions of dollars on 
it. It is kind of a mixed bag of results, and I think you are taking 
a new, fresh look at it. 

What are the lessons that you have learned that you can share 
with this committee? Because I think we need to realize that we 
deal with everything. In all of Congress we deal with everything 
in silos and we fund it in silos and it gets stuck in silos. 

And if we are really going to get a better bang for the buck, we 
have got to start breaking those silos down not only within agen-
cies, but across agency lines. 

And you have been given that charge, and you have mentioned 
it in some of the comments to Mr. Rogers, but is there a bigger les-
son here on what does poverty look like in America? 
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And what are the tools it is going to take to really win that war? 
Secretary VILSACK. Well, first of all, I think the lesson I have 

learned is that the level of poverty in rural America may not be 
fully appreciated by a lot of us. One out of every four kids who lives 
in rural America lives in a family at or below the poverty level. I 
do not think there is a recognition of that. 

Eighty-five percent of counties with persistent poverty, with pov-
erty rates in excess of 20 percent are rural, not urban, not subur-
ban.

So first of all is the recognition that there is severe, significant, 
persistent poverty in rural areas. 

Second, recognizing that part of it is not just providing the serv-
ices that I think are important, the feeding programs and so forth. 
It is also a concerted economic development effort. An economic de-
velopment effort that essentially creates, in my view, what I refer 
to as sort of a new natural resource economy where we recognize 
the important role of production agriculture, but we basically com-
plement production agriculture with local and regional food sys-
tems, with conservation and ecosystem markets, with a bio-based 
economy, with bringing jobs that were originally outsourced to 
India back to the United States as companies begin to find out that 
it might be less expensive and more efficient for them to have peo-
ple in America do these jobs than people in other countries do 
these jobs. 

A combination of those efforts, and essentially recognizing that 
we have not done as good a job as we need to do in educating the 
private sector about the investment opportunities. It is not just 
government’s responsibility here. It is also the private sector, the 
capital markets, and in the last two years we have attempted to 
educate people about where those opportunities are, and we are be-
ginning to see millions of dollars being invested in business devel-
opment.

It is going to take time to reverse a trend that has been around 
for a while, but we are seeing that USDA has been able to help 
103,000 businesses since I have been Secretary. 

Mr. FARR. Do you have an example of where you have revitalized 
a rural area? 

Secretary VILSACK. Well, in the Chairman’s district, in Kentucky, 
you know there is a long way to go down there, but I think there 
is a sense that there is a plan, that there are people paying atten-
tion, that there are people of importance who have been there who 
are committed to it. That is an area. 

You know, we have seen this in the Delta Regional Authority 
work in Appalachia where we are basically working with those two 
regional authorities to create economic opportunity, to create in-
vestments.

We are beginning to see it in some of the tribal areas in Pine 
Ridge, for example. We are looking at ways in which we could 
recreate an agricultural economy. We have got a team working 
there to identify fractionated land that could potentially be used by 
the tribe to grow something that could then be marketed as locally 
grown and raised. It could be a traditional food that could be avail-
able not just on the reservation but across the country. 
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So there are multiple examples of where this has worked, but it 
does require focus and that is why StrikeForce was initiated, now 
in over 900 counties, where we put a team of USDA folks. It is not 
just the FSA guy. It is not just the RD person. It is not just the 
nutrition people. It is everybody going down, working with the com-
munity building organization as we are in Kentucky, and basically 
saying to the local folks, ‘‘What do you need? What do you want? 
How would you like to turn this around?’’ 

And then teaching them how to play the game. I mean, the re-
ality is that a lot of these communities that are near metropolitan 
areas, they know how to play the game. They know how to apply 
for all of the programs. In those rural remote areas, they do not. 
They need help. 

So StrikeForce is helping, 188,000 investments; $23 to $26 billion 
has been invested since we established StrikeForce, breaking down 
the silos, a coordinated approach and holistic approach. That is the 
way to deal with this. 

It is not shotgun, not program here, program here, program here. 
We are doing the same thing on child poverty. We are looking at 

this from a two generation perspective, not just helping the kid 
over here and Mom and Dad over here, but helping the family. 

And to amplify on my remarks to the chairman, it is about eco-
nomic development. It is also about jobs. If you want to deal with 
the opioid issue, then you have got to make sure that people feel 
that tomorrow is going to be better than today, and right now in 
many places in this country that is not the feeling that people 
have.

We can do better. 
The CHAIRMAN. Would the gentleman yield? 
Mr. FARR. Well, my time is up, but yes. 
The CHAIRMAN. When LBJ came to eastern Kentucky to kick off 

the War on Poverty, a local guy I think summed it up pretty well. 
He says, ‘‘If it weren’t for that ‘poverty,’ we would not have any-
thing at all.’’ Think about that. 

Mr. ADERHOLT. Mr. Valadao. 

CROP INSURANCE

Mr. VALADAO. Thank you, Chairman. 
Thank you, Mr. Secretary for taking some time for us today. 
I want to talk a little bit about crop insurance. Mr. Secretary, 

over the last few years, crop insurance has repeatedly come under 
attack by this administration. In this most recent budget request 
with $1.3 billion in cuts for fiscal year 2017 and $18 billion in cuts 
over the next 10 years again shows an intention of annihilating 
this important program for our Nation’s farmers. 

My district produces over 400 different commodities and, there-
fore, relies heavily on the crop insurance program. These cuts 
would have devastating impact on the agriculture industry and 
overall economy in my district especially. 

But crop insurance is a key part of the agriculture industry 
across the Nation, and it is clear that these repeatedly proposed re-
ductions will continue to need to face broad opposition from across 
the agriculture industry. 
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Does the Administration proposed budget cut to crop insurance 
mean it no longer supports the program? 

Secretary VILSACK. Oh, to the contrary. I think this Administra-
tion does support the program and understands it is an important 
part of risk management and an important part of dealing with the 
vagaries of Mother Nature. 

Having said that, the OIG and the GAO have both criticized the 
Department for not focusing on the preventive planting concerns 
that have been raised in a number of audits and a number of re-
ports. So we have to obviously pay attention to that. You all ask 
us to be cognizant of our oversight responsibility and our account-
ability responsibility. That is reflected in the recommendations. 

Secondly, crop insurance is a partnership. It is a partnership be-
tween taxpayers, between farmers and between insurance compa-
nies. What we have proposed in the price harvest loss area is a bet-
ter, more equitable partnership where instead of subsidizing 62 
percent of the premium, we would only subsidize a little over 50 
percent.

That seems to me to be an equitable partnership between the 
taxpayer, the farmer and the insurance company. So I do not think 
it necessarily destroys the program. I think it responds to oversight 
concerns, and I think it provides a more equitable partnership be-
tween the partners. 

TRANS-PACIFIC PARTNERSHIP (TPP)

Mr. VALADAO. Mr. Secretary, we continue to face very problem-
atic issues related to dairy trade with Canada. For example, we are 
regularly running into various regulatory or policy shifts imple-
mented by Canada that are designed to hurt our dairy exports to 
our northern neighbor. 

I am concerned about the prospect of Canada backsliding from 
where they are today, which leads to additional questions regard-
ing their intention to fully comply with the new TPP commitments 
to the United States. 

How can we secure more predictable dairy trading conditions 
with Canada given this very troubling dynamic? 

Secretary VILSACK. Well, it is our view that the passage of TPP 
and the implementation of it will do just what you are asking for. 
It would create responsibilities on both sides of the border that we 
would work with the Canadian officials to ensure that it is imple-
mented properly. 

There are opportunities for us to grow markets in Canada with 
this agreement in terms of dairy. I think it is one of the reasons 
why the dairy industry has basically taken a look at this agree-
ment, says it is not an A, but it is not an F, that there are certain 
aspects of this and certainly in the first ten years of the agreement 
you would see significant opportunities both in Canada and in 
Japan and some of the other countries that are important to this 
overall agreement. 

This is in my view a plus for agriculture. 
Mr. VALADAO. All right. Thank you, Chairman. 
Mr. ADERHOLT. Ms. Pingree. 
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FOOD WASTE

Ms. PINGREE. Thank you very much, Mr. Chair. 
And thank you, Mr. Secretary, for being with us today. I actually 

came to Congress when you started in the administration, and I 
have had the privilege of working with you on the Agriculture 
Committee and then here, and I want to echo everyone’s apprecia-
tion of your service and the work that you have done and the testi-
mony that you have given and the stones that you have handled 
when they are thrown at you. 

You bring a lot of challenges and experience to this job, and we 
really appreciate your experience, your heart, your knowledge. 
Thank you very much for all that you had to say to us today. 

I want to just talk first about an extremely noncontroversial 
issue that I think I am happy to work with USDA on. You have 
been already putting out some aggressive goals on reducing food 
waste, and USDA has really been out there promoting some of the 
challenges that we are facing. 

As you know, 40 percent of the food produced in the United 
States is wasted, and that is a shocking amount of food when we 
have 25 million hungry Americans. If we reduced it by just 15 per-
cent, we could feed 25 million hungry Americans. 

So there is a lot we could be doing here. It is an environmental 
challenge. It costs us a lot of money. It costs every family a lot of 
money. It is a problem for businesses in our country at the retail 
level and the manufacturing level, and I am really pleased that you 
have set a high goal of reducing food waste by 50 percent by 2030. 

I have also sponsored a piece of legislation around that, and I 
have been really impressed at the level of interest from all sectors. 
This is, as I said, not a partisan issue. It is not a controversial 
issue, but there is a lot of work that has to be done. 

So I would love to hear you talk a little bit about that, and I 
have a couple of quick questions. Obviously, we put forward legisla-
tion and we hope that Congress will adopt our magnificent huge 
bills and that rarely happens, but hopefully we will find a few ways 
to eke away at this. 

But I also think there are many things within the Department. 
You have done a lot already and suggested a lot of goals already, 
but I am going to ask you about a couple of things that maybe you 
could do without having to have a legislative bill before you. 

One of them we have looked at is thinking about the NRCS in-
cluding a composting practice within the Environmental Quality 
Incentives (EQIP) Program. Is that something that you might be 
willing to look at? 

Also, are there other things that you have been considering that 
could be just changes in how some of the programs work and how 
they could be expanded to help with the reduction of food waste? 

And are there any things, in particular, in the fiscal year 2017 
budget that are there to address some of the issues in the broad 
range of issues that we are talking about? 

Secretary VILSACK. Congresswoman, we appreciate you raising 
this issue because you are absolutely correct. It is an issue, and 
frankly, if we could reduce food waste globally, we would probably 
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be able to feed the 850 million people that are food insecure in the 
world today. 

Look. It is three things. It is reduce, recycle and reuse. On the 
reduce side, it is basically working with the food industry, with the 
restaurant industry, with grocery stores that have delis to basically 
take a look at the portion sizes that are being supplied because of-
tentimes they are more than people need and oftentimes they are 
not the kind of food that you will take home in a doggie bag. 

So it is basically taking a look at really making sure that we re-
duce this. 

We are working interestingly enough focusing on some of the 
universities. You know, they have noticed that depending upon how 
they construct the trays and what the trays look like, they can sub-
stantially reduce the amount of food waste and the amount of food 
that people take. So we are going to continue to work with this. 

We are also looking at our school lunch program, creating a 
table, a choice table, where if a youngster is not interested in a 
particular fruit because he does not like apples but he likes or-
anges, basically allowing people to put a fruit from their plate on 
the table and take a fruit that they do like from the table and put 
it on their plate. 

We are looking at the ability to reuse food. We have worked with 
HHS and FDA and others to try to streamline the rules for chari-
table contributions of food. You know, there are many, many ways 
in which unused food could potentially be used in food banks and 
in community kitchens, but there are regulations that are a bar-
rier.

Let’s take a look at those regulations and see if they can be fixed. 
And then on the recycle piece of this, even in our own facility at 

USDA, we have begun an issue of recycling both our coffee grounds 
at the main headquarters here in DC, using it, I think, on our Peo-
ple’s Garden. Also at our labs we are recycling some of the waste 
product from our labs and composting that as well. 

You mentioned an interesting idea which I am happy to take 
back to NRCS and have them think creatively about how EQIP 
could potentially be used to support this. 

So it is all of that and it is also working in an international 
sphere as part of our Smart Agricultural Alliance. To the extent 
that you can reduce food waste, you reduce what goes into landfills 
because the single largest piece of solid waste in a landfill is food 
waste. It is a producer of methane, and we can make a big dent 
on this. 

Ms. PINGREE. Great. Thank you very much. 
Mr. ADERHOLT. Dr. Harris. 

RURAL DEVELOPMENT PROGRAMS

Dr. HARRIS. Thank you. Thank you, Mr. Secretary, this morning. 
Let me just ask one question, just I guess a comment, about the 
USDA’s community facilities program, which again, the guaranteed 
loans were once again zeroed out, you know, in favor of direct 
loans.

And, you know, this is just always puzzling to me because the 
community banks are part of the backbone of rural communities, 
and they need some of this. They need to do some of this loan activ-
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ity in order to stay in business, and it is unfortunate that USDA 
makes a conscious choice to cut them out of this program. 

And, look, I am glad that this Committee and the House every 
year, reverse that decision, but the reversal of that decision really 
ought to come from your office, not from Congress. 

But let me talk a little bit about priorities because your budget 
request goes down, but there is an interesting part that goes up in 
the budget, and it is the electric program direct loans. It goes up 
by $1 billion in the budget, and that is, you know, loans of course, 
so it is not 100 percent cost to the Department. 

But I had a visit yesterday from Mr. Dize, who lives down in 
Crisfield. And I doubt you have ever been to Crisfield because it 
is the farthest part of the most rural area of my district on the 
eastern shore of Maryland, and he runs a computer company. You 
know, he came to me, and I will be honest with you, he didn’t ask 
for a solar panel on his roof. He didn’t ask for renewable energy. 
He wanted broadband. 

So you look at the Renewable Energy for America (REAP) Pro-
gram, the electric program, and you have got to wonder what we 
are doing. You know, the purpose of the program historically is to 
bring electric service to rural areas. And now it apparently has 
morphed into the President’s climate action plan, because you 
made a conscious choice to increase those loans and not increase 
significantly the loans for broadband programs over telecommuni-
cations services. 

And this is what rural areas need now. Mr. Dize, who runs this 
computer company, needs broadband. If we want to maintain busi-
nesses in rural areas, we need to bring that broadband in. And yet 
apparently you place a higher priority on renewable energy. 

Now, this is curious to me. I am sorry the Chairman is not here 
anymore. But it would be striking if in Kentucky, rural Kentucky, 
the Department spent its money on eliminating coal energy be-
cause apparently that is one of the main goals now of this program. 

So can you justify for me why we should be spending $1 billion 
on solar panels and wind power and things, while Mr. Dize down 
in Crisfield still doesn’t have broadband? 

Secretary VILSACK. Well, Congressman, you are sitting next to 
Congressman Young, who is from my home state of Iowa, and he 
probably could tell you the significance of wind energy in Iowa. 

Dr. HARRIS. Mr. Secretary, I am not talking about Iowa. I don’t 
represent Iowa. 

Secretary VILSACK. Right. 
Dr. HARRIS. Mr. Young will have his chance later to congratulate 

you on the electric program. 
Secretary VILSACK. Well, that is—— 
Dr. HARRIS. I want to know—Mr. Secretary, that is a great an-

swer to give to me for you. It is not for Mr. Dize, because I rep-
resent Mr. Dize. I don’t represent Iowa, and I don’t represent—— 

Secretary VILSACK. Mr. Dize—— 
Dr. HARRIS [continuing]. Mr. Young. 
Secretary VILSACK. Mr. Dize—— 
Dr. HARRIS. With all due respect, Mr. Secretary, I am asking you 

a very specific question, why the Department prioritizes, in my dis-
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trict, putting a solar panel in Crisfield over bringing broadband to 
Crisfield.

Secretary VILSACK. Well, I don’t think it does, because we basi-
cally almost quadrupled the amount of broadband grants in this 
budget, from—— 

Dr. HARRIS. Mr. Secretary, just a minute. 
Secretary VILSACK. Congressman, you asked me a question. 
Dr. HARRIS. Mr. Dize doesn’t have—— 
Secretary VILSACK. And I am going to answer it—— 
Dr. HARRIS [continuing]. Broadband. 
Secretary VILSACK [continuing]. But you have got to give me a 

chance to answer it. If you look at our budget, we have asked for 
$39 million in broadband grants. The reason those grants are im-
portant is because in those remote areas you have a very difficult 
time finding a telecommunications company that wants to put 
broadband in because there simply aren’t enough people to support 
it. So the grant program is important. Going from $10 million to 
$39 million is a reflection of the importance that we place on 
broadband.

The importance we place on electric is that there are many utili-
ties that are looking for opportunities to diversify the feedstock or 
the energy source for the energy that they are going to produce. 
They don’t necessarily want to build a new facility, a generation fa-
cility. They would prefer a solar facility, or they would prefer a 
wind facility. 

So it is basically providing options and choices. That is the rea-
son.

Dr. HARRIS. Again, the purpose of the electric service was to 
bring electric power. 

Secretary VILSACK. It is. 
Dr. HARRIS. Not types of electric power. Just get electricity run-

ning. So I would urge you to reprioritize here. 
One last thing is that, you know, in my district, for instance, I 

see farmers. I see my poultry growers. They are not asking for 
solar panels. They are asking for animal disease responses, for 
avian flu work, and yet to prioritize the climate action plan over 
avian flu or over broadband to this extent is just striking to me. 

Secretary VILSACK. Well, there is an increase—— 
Dr. HARRIS. And I yield back. 
Secretary VILSACK [continuing]. In the—— 
Dr. HARRIS. That was just a rhetorical question—— 
Secretary VILSACK. There is an increase in—— 
Dr. HARRIS [continuing]. Or a comment. 
Secretary VILSACK [continuing]. The Animal and Plant Health 

Inspection Service (APHIS) budget, too, Congressman. 
Mr. ADERHOLT. Ms. DeLauro. 

NUTRITION ASSISTANCE PROGRAMS

Ms. DELAURO. Thank you very much, Mr. Chairman. And wel-
come, Mr. Secretary, and Dr. Johansson, and Mr. Young. Always 
great to see you, and I thank you. 

I associate myself with the comments of my colleagues, thanking 
you for the service and cooperation over the years. 
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I wanted to just say that with regard to the budget I want to 
thank you for including a strong expansion of child nutrition pro-
grams, access to the summer meals through the SNAP program. 

I also want to comment on thanking you for your work to expand 
our relationships with Cuba and establishing an in-country pres-
ence. It may or may not come out, but at some point it should, 
about the restrictions that have been placed on U.S. farmers in this 
regard. So thank you for that. 

And I was also pleased that the request supported reorganization 
authority for the next administration to consolidate our food safety 
agencies into one single food safety agency. I will continue to make 
that fight, Mr. Secretary. 

Let me—very briefly on the summer meals program, this is about 
kids losing access to school breakfast/lunch during the summer 
months. I was—quite frankly, I was disappointed with the Senate 
program, which was talking about moving through WIC versus 
SNAP, but your proposal is to move through the SNAP program. 
No cap on the number of kids. It seemed to me that we were cap-
ping children. It was a Sophie’s choice what kid is going to get a 
summer meal program. 

And just touch on—because I have a couple of other questions— 
why is it better to redeem benefits under SNAP than under the 
WIC program? I will get into the next question, so that you can 
then answer it here. 

This has to do with WIC and the Flint question, Mr. Secretary. 
I don’t have to demonstrate to you what is happening in Flint, 
Michigan. Worst public health crisis our Nation has faced. Four 
percent of Flint’s children have elevated levels of lead in their 
bloodstream due to contaminated water. 

No amount of lead is safe for children to consume, and the reper-
cussions of lead poisoning last a lifetime. So Flint families deserve 
answers, and they deserve justice. 

I was pleased and announced at the hearing yesterday when I 
got the word that USDA said the agency approved a request to 
temporarily allow WIC funds to be used to test lead levels for the 
people of Flint. At the same time, and you and I have talked about 
this, the issue of the request by Michigan to expand access to WIC 
for Flint children ages 5 to 10. 

The pediatrician yesterday who spoke at the hearing said that 
the two ways in which we could assist these children, because we 
don’t know what the outcomes are going to be, are through good 
nutrition and through education. This is about good nutrition here. 

So if you can tell me why the difference in approving one re-
quest, denying another. The number of kids who can—and I know 
where your heart is on this, I really do—the volume of kids up to 
age 10 who can benefit from healthy meals to mitigate against the 
negative effects of lead exposure. What resources do you need from 
us to meet the nutritional needs of these kids in this time of crisis? 

Secretary VILSACK. A quick response to both questions. The rea-
son for the EBT proposal on summer feeding is that you have re-
mote areas that don’t necessarily have a congregate meal site, and 
the EBT card seems to be successful in the pilots that we have 
used over the course of the last several years. 
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On the Flint situation, look, the thing we need is a line from 
Congress that basically gives us the authority to do what Flint has 
asked us to do. We don’t believe we have the authority to provide 
WIC benefits to children above the age of 5 because of the law. 

If Congress directs us to provide benefits in an expanded way to 
Flint, or to children in other communities that are negatively im-
pacted by circumstances, we will be happy to oblige. 

Ms. DELAURO. Well, if we gave you the authority, you would be 
willing to—— 

Secretary VILSACK. We would do it. 
Ms. DELAURO [continuing]. You know, to do this. And I thank 

you. And, by the way, Flint is an urban desert. They have very lit-
tle out there. And I talk about urban poverty and urban hunger as 
well.

Last question in this round is about Able-Bodied Adults Without 
Dependents (ABAWD) waivers. Five hundred thousand to 1 million 
childless adults are going to be cut off SNAP in 2016 as the three- 
month limit on benefits for unemployed childless adults returns in 
most areas. My home state of Connecticut is one of them. 

Able-bodied adults without dependents, that population is di-
verse, it struggles, and it is an underserved group. We have a vet-
eran waiting for a disability determination due to a backlog of 
cases at the VA. I am concerned that we do not know a lot about 
this population. We need better data. What is the agency doing to 
keep track of the vulnerable population, so that we can serve them 
better?

Secretary VILSACK. Well, let me tell you that for calendar year 
2016 in Connecticut we have already approved a waiver of the time 
limit in 82 jurisdictions, towns and cities, including New Haven. 
We know that in fiscal year 2015 31 States were eligible. 

We estimate that 22 of those states will probably no longer qual-
ify for a statewide time limit waiver, but at some point they could 
potentially come to us with a more restricted request based on 
counties, based on unemployment statistics in a particular area. 

And we are obviously focused as well on ensuring that our em-
ployment and training program in SNAP is doing the job it is in-
tended to do by working with states to improve the ability to link 
people who are on SNAP with employment opportunities that exist 
in an improving economy. 

Ms. DELAURO. OK. Thank you, Mr. Secretary. 
Mr. ADERHOLT. Mr. Palazzo. 

ANNUAL FINANCIAL STATEMENTS

Mr. PALAZZO. Thank you, Mr. Chairman. Mr. Secretary, this 
might be your last hearing, but it is my first hearing, so congratu-
lations to you. 

The CFO Act requires executive branch agencies to submit their 
annual financial reports to Congress by November 15 of each year. 
USDA has still not submitted this report for fiscal year 2015. This 
will be the second consecutive year this report has been late. 

And, as you know, much of the data that this Committee relies 
upon when it drafts its annual appropriations bill comes from the 
information provided by your Department in the form of Congres-
sional budget justifications. 
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So, with that, yesterday this Committee had the Commodity Fu-
tures Trading Commission before it, and they were in a similar sit-
uation with delayed financial statements. It turns out that this was 
due to their auditors having issues with the quality and soundness 
of their statements. Does USDA have a similar issue with its audi-
tor that is causing the delay in releasing its financial statements? 

Secretary VILSACK. We requested an extension. We did change 
auditors. I signed the letter this morning, and I would anticipate 
and expect that that will be filed tomorrow. 

Mr. PALAZZO. So we will receive the audit report tomorrow? 
Secretary VILSACK. Yes, sir. 
Mr. PALAZZO. Or soon thereafter? 
Secretary VILSACK. Yes, sir. 
Mr. PALAZZO. OK. So no issues, just the change of auditor? 
Secretary VILSACK. Well, whenever you have a change of audi-

tors, there are always issues as to how one auditor sees a set of 
numbers and how other auditors see it. We are continuing to work 
through those issues. You will see that in the audit report. 

COTTONSEED

Mr. PALAZZO. OK. Well, I look forward to seeing the audit report. 
Let’s talk cotton for a minute. You know, cotton is extremely im-
portant to my state and surrounding states in the south. Ag Com-
mittee Chairman Conaway and several other Members of Congress 
have requested that cottonseed be designated as an oilseed. 

I think to date you have said that you do not have the authority 
to do that. And we somewhat disagree with you because it feels 
like you have taken actions in regards to the Commodity Credit 
Corporation to bolster an industry in your home state. And, again, 
in 2015, you have worked with the Department of Energy to pro-
vide half a billion dollars in bio-based jet fuel to the Department 
of Navy. 

And then again, just this last May, you used the CCC to increase 
biofuel infrastructure, another $100 million. Again, this was all 
without any new legislative authority from Congress, and so a lot 
of Members of Congress think you already have that authority 
under the same Act. 

Can you just tell me, and I guess this Committee, is there any-
thing that is preventing you from using this similar authority for 
the cotton industry? 

Secretary VILSACK. I would say that there are two things. Num-
ber 1, the case of Marx v. General Revenue Corporation, which was 
a 2013 Supreme Court case, establishes a well-established principle 
of statutory construction. And that is, if Congress knowingly omits 
something from an Act, then the provision cannot be reasonably in-
terpreted to allow the omitted Act. 

Congress, when it established the 2014 farm bill, basically took 
cotton out of the program and put it into a separate program, the 
Stacked Income Protection Plan (STAX) program. The oilseeds pro-
vision is designed primarily for emerging oilseeds to participate in 
a program during periods between farm bills. 

That is not the circumstance here. Basically, Congress was fully 
aware of cottonseed, fully aware of the oilseed of cotton, made the 
decision to remove it and place it in a separate program. The in-
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dustry then came to Risk Management Agency (RMA) and asked 
for oilseeds to be included with cotton for crop insurance purposes. 

So you basically take the Supreme Court case, you combine it 
with the actions of Congress, and you have got a circumstance 
where we don’t believe we have the authority. 

You have mentioned CCC. We have used that in the past, but 
there was a provision within the 2016 appropriations bill that pro-
hibited us from doing that. If that prohibition were removed, we 
would obviously be in a position to use CCC. 

SOCIALLY DISADVANTAGED VETERANS

Mr. PALAZZO. All right. Well, thank you for your explanation. 
Also, reading through your report, you know, I guess I looked 
where you are doubling your request to help socially disadvantaged 
and veterans through your loan program to try to get them started. 

I am more, in particular, interested in your help with our Na-
tion’s veterans. After all, we have been at war for I think 13, 14 
years. Hundreds of thousands of young men and women have 
served this Nation. So coming back, can you just elaborate a little 
bit more on how the USDA is helping our veterans, maybe if you 
have any specifics on the number of veterans that you have helped 
and any specifics to the program? 

Secretary VILSACK. I am headed to Fort Stewart in Georgia to-
morrow to make an announcement I think on a Regional Conserva-
tion Partnership Program. Fort Stewart was where our military li-
aison Lanon Baccam was last week, basically lining up a Memo-
randum of Understanding between veterans organizations and 
USDA, to basically provide an opportunity for us to be on base as 
folks are disengaging from the military, giving them an opportunity 
to consider a career in agriculture, providing them information 
about our programs. 

We just reformulated our website for beginning farmers, so that 
you can actually go on the website, you can plug in the type of 
farmer you would like to be, and then there is basically a menu 
specifically designed for you in terms of what the USDA programs 
are that could help you get started. 

We are continually working with the Department of Defense to 
get information about our programs to returning veterans, and we 
are working with a number of organizations. We find returning vet-
erans particularly interested in local and regional food systems, 
and so we are basically providing grants, loans, microloans, tunnel 
houses to extend the growing season for those folks. 

And there are literally hundreds of those examples. We will be 
glad to get you the statistics from our military liaison, and I would 
be happy to have him come up and brief you in more detail on pre-
cisely what he is doing. 

Mr. PALAZZO. I would appreciate that. Thank you, Mr. Secretary. 
Mr. ADERHOLT. Mr. Bishop. 
Mr. BISHOP. Thank you very much. Welcome, Mr. Secretary, Mr. 

Johansson, and Mr. Young. Let me just join my colleagues in 
thanking you for your service. Mr. Secretary, it is hard to believe 
it has been seven years. It has gone by very, very quickly. 

But you have done so much for our farmers, for our rural com-
munities around the country, our land grant universities, and our 
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school children, the school lunch and the breakfast programs, that 
otherwise wouldn’t receive that nutrition. And of course the family 
nutrition programs. 

And of course USDA touches every family in every part of the 
country, and of course not just rural communities but we appre-
ciate your vigilance there. The Cuba expansion is extremely impor-
tant, and I am happy to see your initiatives there as well as the 
veterans’ programs. 

Now, let me just say that I wanted to put on the record that, as 
Krysta Harden’s Congressman, the Deputy Secretary who has indi-
cated that she is resigning shortly, I just wanted to say that I am 
very proud of her accomplishments as Deputy Secretary, and that 
she has done a tremendous job. She has been very helpful in serv-
ing agriculture across the United States. 

She grew up on a peanut farm in my district, and of course 
worked for the committee here in the House, and she has proven 
well, has had a great career. 

Now, let me associate myself, sir, with the remarks of Mr. 
Palazzo with regard to cotton. A number of us, including the Chair-
man of the subcommittee, have some really serious concerns with 
how we can help our cotton farmers with the tremendous chal-
lenges that they are now facing. 

And so if you can continue to work and to help us get some help 
for those cotton farmers, and I like hearing that perhaps the CCC 
can be utilized if we are able to give some—remove the prohibition 
in the appropriations bill, which this subcommittee has the power 
to do. 

PECAN MARKETING ORDER

So let me move quickly then to pecans. The pecan industry, Mr. 
Secretary, has worked hard to put together a proposed marketing 
order, and we appreciate the assistance that USDA has provided. 
We had hoped to get it in place for the 2016 crop, but there are 
a number of events that have to occur, a notice and a referendum, 
et cetera. 

Can you kind of update us as to where we are with the pecan 
order, and if we will be able to have the referendum in time for 
the 2016 crop, if it passes? 

And, secondly, with regards to the pecans, the ag statistical serv-
ices has suspended the non-citrus fruits and nuts preliminary 2015 
summary report. And this report would typically contain the Janu-
ary crop estimate for the 2015 pecan crop. 

Without the report, the pecan industry does not have an update 
from the October 2015 estimate until July 2016 when final crop 
numbers are reported. This January number is a very important 
data point for the entire industry, spanning from the grower to the 
seller to the end users of pecans. 

Can you check with your staff to see what we need to do to get 
the report back in the queue at USDA to make sure that we have 
it in place for 2017? 

Thank you very much, Mr. Chairman, and look forward to hear-
ing from you. 

Secretary VILSACK. Congressman, let me first of all express my 
appreciation for your acknowledgement of Krysta Harden’s con-
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tribution to this Department. If I have been successful as a sec-
retary, it is in large part because I have had two great deputies. 
And Krysta has been just an incredible friend, an incredible advo-
cate for rural America, and she is going to be sorely missed at 
USDA.

As relates to cotton, one of the ideas that we came up with was 
the possibility of providing some assistance and help with cotton 
ginning, which potentially could help co-ops that are producer- 
owned. That is something we could potentially do, but obviously re-
moving the prohibition that is in the 2016 budget bill would be 
probably the simplest and quickest way for us to provide help. 

We want to help. This is not a question of us not wanting to 
help. It is a question of us wanting to make sure that we do it 
properly and legally and that we don’t create difficulties for the in-
dustry relative to trade and other issues. 

You know, we refer to them up in my state as pecans. So for a 
while I didn’t understand what you were asking. The pecan order, 
that is something I am going to have to get back to you on, Con-
gressman. I think it is in the process, and I think it is in the 
queue. But I think there are several other matters that the AMS 
folks are working on, but I will get back to you with that. 

I will tell you that the NASS final report for non-citrus fruit and 
nut is going to be issued in July, so that will provide some degree 
of information about production, marketing, and price. And I think 
if the NASS budget is adequately funded and supported, those 
kinds of preliminary reports can be resumed. 

It is really an issue with funding, and it is—you know, obviously, 
it is tough because we are dealing with a budget that is less than 
it was in 2010. And I understand and appreciate the challenges 
that Congress has. And when you have those challenges, you have 
to decide what to do, and this was a situation where they made a 
choice. But if the funding is there, I am sure they would be more 
than happy to resume the preliminary report. 

[The information follows:] 
USDA will publish a proposed rule and referendum for a Pecan Marketing Order 

on February 29, so we should be on track for the 2016 crop if the referendum 
passes. The referendum is scheduled to be completed by the end of March. 

In January 2015, the American Pecan Board submitted its proposal to USDA on 
the creation of a Federal marketing order for pecans. As proposed, the marketing 
order would regulate the handling of pecans throughout a 15-state production area 
and authorize crop and market data collection; domestic research and promotion ac-
tivities; and grade, size, quality, pack and container regulation. 

USDA conducted hearings in July 2015 in three cities in the production area to 
gather evidence and gauge the level of industry and public support for implementing 
the proposal. USDA then published a Recommended Decision and Opportunity to 
File Written Exceptions in the Federal Register in October 2015 with a 30-day com-
ment period. The proposed rule to be published in the Federal Register is based on 
the public’s feedback and the grower referendum will determine the level of support 
for the order. The proposed marketing order will become effective only if approved 
by either two-thirds of the growers voting in the referendum, or by those rep-
resenting at least two-thirds of the volume of pecans produced by those voting in 
the referendum. 

The creation of the marketing order would result in the formation of a USDA-ap-
pointed administrative body of 17 grower and handler representatives. The Amer-
ican Pecan Board has requested USDA appoint the administrative body by Sep-
tember 2016 for the beginning of the 2016–17 crop year. Handlers marketing pecans 
grown in Alabama, Arkansas, Arizona, California, Florida, Georgia, Kansas, Lou-
isiana, Missouri, Mississippi, North Carolina, New Mexico, Oklahoma, South Caro-
lina and Texas would pay an assessment to the administrative body and would be 
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eligible to serve as members. The Agricultural Marketing Service, which supervises 
28 active marketing orders for specialty crops, would ensure compliance with var-
ious policies and conduct rulemaking based on industry recommendations to effec-
tuate program improvements. 

POVERTY IN RURAL AMERICA

Mr. BISHOP. Thank you, Mr. Secretary. My mother grew up in 
North Carolina calling them pecans, and my daddy grew up in Mis-
sissippi calling them pecans. So I oscillate from point to point. 

Let me just commend you for your efforts on persistent poverty. 
StrikeForce has been a real plus in terms of addressing persistent 
poverty. But I would also like for you to comment on the 10–20– 
30 program that has been offered, put on the table by our col-
league, Congressman Clyburn. And of course it has been looked at 
very closely by Speaker Ryan as well as Chairman Hal Rogers, and 
they are looking favorably at it. 

Can you kind of tell us how you can incorporate that with the 
efforts you are already undertaking to try to make sure that we are 
able to address persistent poverty in these rural communities all 
across the country, from Appalachia all the way down through the 
south?

Mr. ADERHOLT. Mr. Secretary, if you could sort of—— 
Secretary VILSACK. Very quickly. 
Mr. ADERHOLT [continuing]. Briefly answer, and then we can 

come back and have another round and you can answer more. 
Secretary VILSACK. Very quickly, we currently exceed those lim-

its at USDA. More than 20 percent of our resources are being spent 
in the counties where the poverty rate exceeds 20 percent, and we 
were gauging that by the year 2016. We got there in 2015. 

Mr. ADERHOLT. Ms. Lowey, we are glad to have the ranking 
member of the full committee with us, and so I would like to recog-
nize her for any questions or comments that she may have. 

SUMMER EBT PROGRAM

Ms. LOWEY. Well, I thank you, Mr. Chairman, and Mr. Ranking 
Member, and all my colleagues, for indulging me. As you know, 
there are several hearings going on at the same time, and I do 
apologize, Secretary Vilsack, for not being here for your opening 
statement. And, for me, this Committee has such critical issues, I 
look forward to having some in-depth discussions. 

Particularly, you know and I know that hunger doesn’t stop at 
the end of the school year. When you look at the numbers, it is 
hard to believe there are over 20 million school age children that 
lack access to healthy and affordable meals during the summer 
months.

Now, when my kids were little, I remember all the schools were 
open, and the day camps would be providing meals. But we are not 
keeping them open anymore. I have been such a strong advocate 
for the summer EBT pilot program. It really is essential to help 
kids, needy kids, get what they should be getting automatically. 
Parents shouldn’t have to worry how they are going to feed their 
kids in the summer. 

So I was very pleased to see a requested increase in the Summer 
EBT Pilot Program, as well as to expand the program. I can’t be-



194

lieve that I kept looking at those notes, and we are going to expand 
it by 2026. And I said to myself, what percentage of the kids who 
really need it are going to have to wait until 2026 to get the sum-
mer meals? 

So this proposal that could provide summer meals to approxi-
mately 900,000 hungry children in New York is much needed. 
Could you give me an idea how you are ramping up the Summer 
EBT Program? Is there any way we could do it faster? And what 
are we learning from the Summer EBT Pilot Program that would 
make the national expansion a success? 

So thank you for the proposal. I am sorry we have to wait 10 
years. How could we do this more quickly? What would it take? 
And what are we learning? Thank you. 

Secretary VILSACK. During the course of the seven-plus years I 
have been secretary, we have increased summer meals funding by 
$26 million. We are probably serving a half a million more kids 
than we did in 2009. But it is a slow process, because you have to 
get sponsors, you have to get people willing to provide a congregate 
meal site. 

The unfortunate circumstance in rural America in particular is 
that there are not necessarily congregate meal sites available or 
people willing to sponsor them. So the EBT provides a quicker, 
simpler, direct way to provide help to families to basically meet the 
needs, the nutritional needs, for kids during the summer. 

We have seen the success of that and the interest of that, and 
the desire for folks to have it. If the Congress provides us the re-
sources, depending upon the level of resource you provide, that will 
determine how many more youngsters we can potentially help, and 
how many more families we can help. It is a matter of resources. 
So the more resources you provide, the more we can do. 

Now, in the past, what we have seen, unfortunately, is a curtail-
ment of that EBT. We were able to several years ago feed more 
kids through it, and it has been sort of reduced over the last couple 
of years. So to the extent that you can add more resources, we will 
do more work. 

Ms. LOWEY. Now, just for clarification, it is all about resources, 
not setting up the systems? 

Secretary VILSACK. Well, the system—I mean, basically, the sys-
tem—we know how to set up the system because we have done it 
on the pilot program. And, trust me, the people who work for the 
Food, Nutrition, and Consumer Services are anxious to provide 
help and assistance to as many children as possible. 

So I don’t think it is a situation where, you know, we couldn’t 
do it. We would do it, but it is somewhat defined by the amount 
of resource that is made available. 

Ms. LOWEY. That is very helpful, and I hope that my colleagues 
can work together in a bipartisan way on this issue to make sure 
kids have food. 

We have a super food bank program in my community. And as 
you were saying, it is the resources that are so very important. So 
we could ramp up, if we had the resources, sooner than 10 years. 

Secretary VILSACK. Yes, sir. Yes, ma’am. 
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ELDERLY ACCESS TO SNAP

Ms. LOWEY. That is very helpful. Now, one other question. When 
you look at the numbers of seniors that face food insecurity, it is 
about 15 percent. Seniors have worked their whole lives, should be 
enjoying retirement, not wondering where their next meal will 
come from. 

And your budget request, $9 million to improve access to SNAP 
for low income seniors, and you are proposing some new reforms 
and giving states the authority to waive certain requirements for 
elderly participants that are unnecessary and deter continuing par-
ticipation, such as frequent income verification for the elderly. 

Can you just tell me, what obstacles does the Department face 
in getting the message out about SNAP for the elderly? And how 
would the proposed changes better address the difficulty of pro-
viding access to SNAP? 

Secretary VILSACK. Today, 85 percent of eligible folks are receiv-
ing SNAP. That is up from 72 percent when I became secretary. 
But one of the critical areas where we are not doing that well is 
with seniors. Only 41 percent of eligible seniors are receiving 
SNAP.

Part of that I think is a situation where people may not be aware 
that they are entitled to the benefits. Part of it may be that folks 
misinterpret what SNAP is. They see it as welfare, not as nutrition 
assistance. They may not recognize that it is in all of our best in-
terest for seniors to be well nourished. It reduces health care costs, 
et cetera. 

So, and part of it is that there are barriers. I mean, the fact is 
that a senior citizen’s income is not likely to change unless they hit 
the lottery, which, you know, if they hit the lottery, then they don’t 
need SNAP. 

The reality is that we are asking them to certify every year, and 
that is very difficult for somebody who is in their seventies and 
eighties and nineties to be able to do the work. And so what we 
are suggesting is perhaps the recertification would be stretched out 
over a period of several years as opposed to a single year. 

And we think that that would provide for greater opportunity to 
expand coverage, and, again, making the case that this is not wel-
fare; this is something that is beneficial to them as well as to us. 

Ms. LOWEY. I think that is a great idea. So you are saying we 
would save money by not having as many people going out there 
certifying, and more people would get SNAP without having to cer-
tify. Good suggestion. 

Secretary VILSACK. Every year. 
Ms. LOWEY. Every year. Good suggestion. Thank you very much, 

and we thank you again for your service. And thank you, Mr. 
Chairman.

Mr. ADERHOLT. You are very welcome. Mr. Young. 

AGRICULTURAL ECONOMY

Mr. YOUNG of Iowa. Thank you, Mr. Chairman. Thank you for 
being here, Secretary Vilsack. Good to see you, a fellow Iowan from 
Dallas County. 

Dr. Johansson, thank you for being here, and Mr. Young as well. 
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You are the longest-serving Department Secretary under this ad-
ministration, and I am glad you are still here. That tells me a few 
things. Hopefully, it means you enjoy your job and you find it ful-
filling, and also I know it shows your support and commitment to 
agriculture and to public service in general. Thank you for doing 
what you do. 

And, I want to thank you for all your support for renewable 
fuels, renewable energy. Whether from your bully pulpit or just 
your policies, I appreciate that support very much. In meeting with 
the local farm bureaus, attending the commodity group meetings, 
and traveling around the district, town halls, the elevators, and co-
operatives, there is a real concern about the rural economy right 
now.

And I know that we all hear that in a sense. You do, too. Ag in-
come is down. I believe, Dr. Johansson, you probably would have 
the better statistic, but I think it was down about a third at least 
in Iowa last year. Cash inputs are up, even though oil prices and 
fuel prices are down. Commodity prices are low, even though we 
have had record yields with corn and beans. 

Regulations are squeezing the farmers, particularly from the 
EPA. Not your jurisdiction, but you hear about it too. Land prices 
are moving, perhaps not significantly one way or the other, up or 
down. Maybe they are just adjusting. 

So my question really is, what do you see happening in the agri-
cultural economy? Is this a short-term situation? Long term? And 
how can we foster an economy to improve and renew strength in 
our agricultural economy? 

Secretary VILSACK. Well, Congressman, certainly we will get you 
a copy of the briefing that I received recently about farm income 
and specifically about median household income among farmers. 

You are correct. Net farm income is down. Median household in-
come for commercial-sized operations that you are talking about, 
when you take a look at the non-farm income, is actually up a little 
bit, and the heartland has been hit less so than some of the other 
areas of the country. 

The northern crescent has been hit pretty hard. The fruitful rim 
has been hit hard, but we will get this information to you. 

[The information follows:] 
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Secretary VILSACK. Look, it is about increasing export markets. 
That is why I think trade agreements are important. It is why I 
think having personnel in Cuba eventually will provide opportuni-
ties. It is about what happens not just in the United States but 
around the world. You know, China’s economy has obviously im-
pacted and affected our export situation with China. 

It is about the strength of the dollar, which is a reflection of 
many things, but it is a reflection of the strong American economy 
versus other global—other countries’ economies. It is creating addi-
tional ways in which product can be used. 

And that is why I have been supportive of the renewable fuel in-
dustry and the renewable energy industry, and why we are now 
branching out to the bio-based industry where we are essentially 
looking at ways in which we can use ingredients, waste product 
from agricultural enterprises to produce chemicals, materials that 
are bio-based. 

It is currently a $369 billion industry, 4 million people employed, 
but we think we can build on that. It is creating new ways to en-
courage utilization of land in a more profitable way. The need for 
ecosystem markets, water markets, habitat markets are creating 
new opportunities for resources to be invested in farm land. And 
it is also the local and regional food system, which is, interestingly 
enough, helping out some of the residential and intermediate sized 
farming operations. 

So it is a combination of all of that and much more. You know, 
we are focused on making sure that the safety net is there. We 
made $5.2 billion in payments under the Agriculture Risk Coverage 
(ARC) and Price Loss Coverage (PLC) program to nearly 45 percent 
of our producers in 2015. One would expect, if commodity prices re-
main where they are, that those will be additional expenses or ad-
ditional investments that will be made for producers. 

And while the land values are being affected, the good news is 
that we are significantly better off than we were in the 1980s when 
we had very difficult times with low commodity prices, high debt, 
and lowering values of equity. That is not the case here. There is 
a significant difference between this time and the 1980s. 

TRANSPORTATION INFRASTRUCTURE

Mr. YOUNG of Iowa. Thank you. And I want to thank you for 
working with our office. We are doing an agriculture and transpor-
tation roundtable later this month back in the district. It will be 
a productive conversation regarding the issues our farmers, ranch-
ers, and producers encounter. 

Regarding transporting their goods to market, there have been 
some interruptions in transportation including ports, the rail, that 
kind of thing. 

We put some language in the conference report for fiscal year 
2016 directing the Secretary to submit a long-term infrastructure 
plan that benefits American producers and provides examples of 
how USDA is working with other federal agencies to prevent future 
transportation mishaps. 

Now, I know it is not your direct mission, but there is a nexus 
there between getting our goods to market and having a strong 
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transportation infrastructure. I just am curious about any update 
on that plan and any foresight you see in improving that. 

Secretary VILSACK. Well, at the time that was passed, we still 
had not yet had a transportation bill. The good news is that Con-
gress has provided the five-year transportation funding, which I 
think will make a difference in terms of the concerns and barriers 
that you are concerned about and that we are concerned about in 
terms of how to get product to market more quickly and more effi-
ciently, less expensively, and provide a competitive edge for our 
producers.

We are in the process of factoring all of that into a report back 
to you, and we will be getting it soon. But the fact that we now 
have a transportation bill obviously is going to change the conclu-
sion. If we had not had a long-term transportation bill, then the 
conclusions might have been a little bit different. 

Mr. YOUNG of Iowa. I recognize that was on us, and hopefully we 
are on our way. Thank you for being here. 

Secretary VILSACK. Thank you. 
Mr. ADERHOLT. Mr. Rooney. 

CITRUS GREENING

Mr. ROONEY. Thank you, Mr. Chairman. Mr. Secretary, good to 
see you. Sorry I am a little bit under the weather. That is why I 
have been watching you from the anteroom. But I appreciate you 
being here today and your service as the Secretary for the last 
seven years. 

I got a call the other day from one of my citrus growers. As you 
know, I represent one of the largest citrus-producing districts in 
the country, if not the largest. And the concern that he has, and 
other growers that I have are we feel like we are at the moment 
of truth here with regard to citrus greening and whether or not we 
are going to be able to continue producing in the way that we have 
historically.

Boxes are down. Growers are uncertain whether or not they are 
going to be able to convince their children to take over their groves 
moving forward. And it is just not, for a lot of people, productive 
as far as making money. And they are not going to do this for free, 
as you know. 

So with that, he called and asked if there was any way to try 
to expedite the dollars. And, believe me, we are very grateful and 
we are happy with the relationship we have had with you and the 
Administration on trying to fight greening. 

But in this year’s budget, the MAC program, the Huanglongbing 
Multi-Agency Coordination (HLB MAC) program, is not being fund-
ed. Growers like this, and I am concerned that this sends a mes-
sage that the short-term programs that we have been working on 
in the past might not be as big a priority for the Administration 
as they have been. 

And so I guess what I am getting at, and I have a roundtable 
today with a bunch of growers and scientists, what would you say 
to them if you were at this roundtable as far as what the short- 
term programs and how important they are—I guess these people 
just sort of feel like the long-term plans are one thing, but they 
don’t feel like they have the long term to wait. And so I just don’t 
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want to lose focus on the short-term programs like the MAC pro-
gram and the funding that we have had in the past. 

So if you could address them, what can I say to them later today 
when I have them in a room, as far as what the short-term pro-
gram should be. 

Secretary VILSACK. Well, Congressman, I think the fact that we 
don’t have a line item doesn’t necessarily mean it is not funded. I 
think it is included and will be included in APHIS’s overall re-
sponse and reaction. 

So I don’t think you are necessarily going to see a diminishment 
of interest in the MAC. I think you are just going to basically—we 
didn’t put it in as a separate line item, but we did include it in the 
overall APHIS budget. So you can reassure them that there is 
going to continue to be that coordinated effort. Already $61 million 
has been spent on that coordinated effort. We will continue to pro-
vide assistance. 

You can also tell them that we continue to focus on research, just 
recently announced over $20 million of additional research under 
the citrus greening research initiative that was announced in the 
last couple of days. That brings the total to about $50 million that 
has been committed of roughly the $100 million that has been au-
thorized for that. 

And you can also point out that we continue to try to use the tree 
assistance, disaster assistance. It is relatively small, but it does 
provide some assistance in terms of essentially eliminating groves 
that are contaminated. 

Look, this is an incredibly sad circumstance because it is not a 
situation where it impacts or affects one producer. It is affecting 
the entire industry, and that is one of the reasons why the fruitful 
rim farm income is down almost 5 percent compared to other parts 
of the country where it is not down quite as much. 

So we are going to continue to work on this, and we are going 
to try to figure out if we can find the way to deal with this. We 
have looked at heat, we have looked at chemical treatments, we 
have looked at phosphorus. I mean, we have looked at a variety of 
different ways to deal with this, and we are going to continue to 
figure it out until we get this figured out. 

Mr. ROONEY. Thank you, Mr. Secretary. Thank you, Mr. Chair-
man. I yield back. 

Mr. ADERHOLT. Mr. Yoder. 
Mr. YODER. Thank you, Mr. Chairman. Mr. Secretary, welcome 

to the committee. Appreciate your testimony today. I want to join 
my colleague from Iowa, Mr. Young, in echoing his concerns about 
the agricultural economy. And I appreciated your responses there 
and the dialogue you had. 

And when you look at ag income down 56 percent over three 
years, which has been mentioned in this hearing, it is concerning 
to a lot of us. I come from a long line of farmers. I grew up in rural 
Kansas on a farm, and my grandparents farmed the same farm. 
You know, that is part of the tradition and American heritage. 

I grew up in the 1980s—you mentioned the 1980s. Those were 
tough times, and I remember neighbors going bankrupt. It can look 
rosy one day, just like crops in general. It can look rosy one day, 
and the next day it can’t. 
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And so I am concerned about it, and I want to ensure that we 
do everything we can to protect the rural way of life and protect 
farmers to ensure they can provide a consistent food supply, which 
allows us to put food on the table for the SNAP program and other 
things.

I also wanted to echo Mr. Valadao’s concerns that he raised that 
I know you answered his question regarding crop insurance. You 
know, last year Congress passed a bill that made a temporary re-
duction to crop insurance. That of course was something that many 
of us opposed, does not sit well with farmers who feel that this is 
a tough time, and I just want to always echo to you, on behalf of 
farmers in Kansas, how important that crop insurance program is. 

And I know you expressed support for it, but we would certainly 
not be supporting additional cuts that have been recommended to 
the tune of $18 billion over the next decade. 

WATERS OF THE U.S. RULE

I wanted to turn your attention to the rules and regulations that 
affect farmers. And I know you have been at this a long time. You 
hear from these folks, just like I do. 

They feel under assault from the EPA, from various government 
agencies. And I guess I want to know, as it relates to these regula-
tions that ultimately increase the cost of agriculture, which makes 
it more expensive for all of our constituents to buy groceries in 
their markets, where is the USDA on the Waters of the U.S. 
(WOTUS) rule? You support it? You oppose it? What is the USDA 
doing to ensure that farmers have a voice in that process and they 
are being represented as the Administration makes these types of 
decisions?

Secretary VILSACK. Well, Congressman, I come from a State that 
is currently dealing with a very serious circumstance involving 
farming and water quality. The Des Moines Water Works—and 
Congressman Young knows this very well—has sued three drain-
age districts in northwest Iowa, alleging that they have failed to 
properly conduct their business. And the result of it is that water 
users in the city of Des Moines are incurring greater expense as 
a result. 

That is now before the Federal courts, and we are very—I am 
very concerned about that, very concerned that a federal judge may 
decide that case, and, in doing so, may create rules, regulations, 
and directions for producers that will be extremely difficult to com-
ply with. 

So I have obviously been urging an effort on the part of the state 
to work with us to create a much more aggressive conservation ef-
fort, voluntary conservation effort. This underscores the dynamic 
that is out there. It isn’t just farmers who are concerned about all 
of these issues. We now are beginning to see wastewater treatment 
operations begin to raise this issue. 

So I think, from my perspective, USDA’s responsibility is to 
make sure that we do everything we can to make sure that re-
sources from conservation are put in place, that they are put in 
place in a strategic way, that they are put in place in the critical 
watersheds in a landscape scale approach that we can actually 
positively impact and affect water quality and water quantity. 
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You know, EPA has got its own responsibilities. We, obviously, 
provide our input, but I am not in a position to tell a sister agency 
what they should or should not do. I can provide them input in 
terms of how I believe what they are thinking about doing will im-
pact and affect folks that I am responsible for, which we have done, 
and which we will continue to do, on a variety of issues, not just 
this one. 

But I will tell you that this is an issue, the issue of water and 
water quality is an issue that is bubbling up through the surface 
here. No pun intended. And I think it is going to be absolutely ex-
tremely important for us to use our conservation programs in a 
very strategic and thoughtful way. That is why this regional con-
servation partnership program is so important. 

FINAL REGULATIONS BY THE ADMINISTRATION

Mr. YODER. Well, and I appreciate that, Mr. Secretary. And I 
think the concern is is that many times these federal regulations, 
like WOTUS, don’t really take into consideration how difficult it is 
to implement. Taking little streams on a farmer’s land—and I have 
heard from my homebuilders it creates all sorts of complications 
and expenses. 

And what we don’t realize is that makes it that much harder on 
farmers who are trying to survive in this economy. It makes it that 
much harder to keep agriculture costs down, which ultimately end 
up hitting the pocketbook of all of our constituents. 

Lastly, I would just say as a follow-up, what regulations and new 
mandates should we expect in the final year of this administration 
that you are aware of? You know, often, in either party, you know, 
last years of administrations mean fast-paced new things that they 
are trying to get in before the end of the deadline. 

What is the USDA aware of? What is coming down the pike that 
farmers and the agricultural world should be concerned about? 

Secretary VILSACK. I can just speak for my Department. We are 
focused on trying to finish the work that has begun that we think 
is important. There are some issues in the organic world that I 
know that some representatives are very interested in that we are 
going to try to finish. 

You know, in terms of other issues, there are always issues in-
volving pesticides and chemicals that we are keeping an eye on, but 
I don’t know that there is any ‘‘new thing’’ that we are going to try 
to rush through the process. I think, from my perspective, what we 
are going to try to do is do what we have done well and make sure 
that it is grounded and institutionalized so it continues, and com-
plete the work that we think is feasible and possible to be com-
pleted, and recognizing that future administrations can easily over-
turn regulations that are passed in the last minute. That is not my 
intent. My intent is to finish the job I started. 

Mr. YODER. Thank you, Secretary. 

HIGH-PATH AVIAN INFLUENZA

Mr. ADERHOLT. Thank you. Let me switch over to highly patho-
genic avian influenza. And thank you for your work, and the folks 
at APHIS. Did a tremendous job in working with the poultry and 
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the layer industry not only prevent but also to combat and contain 
the disease. 

I have got a lot of poultry growers in the district that I represent 
in northern Alabama, and quite honestly a lot of poultry growers 
throughout Alabama itself. And there is a close watch on the De-
partment’s response to the disease in these areas that have been 
affected. I know you have used your authority to provide some in-
demnity payments, which we do appreciate, and that APHIS just 
released an interim rule on how indemnification would be handled 
as we move forward. 

Tell us a little bit about the modifications of the indemnity pay-
ments and how the requested increase in the budget fits in the De-
partment’s plans to move forward as they, too, combat the disease. 

Secretary VILSACK. Well, first of all, on the indemnity payments, 
we recognize that when we were making payments to the owners 
of the birds we weren’t necessarily providing assistance and help 
to those who were raising the birds, the producers. So we felt that 
there was a necessity to change the indemnification process so that 
it would be a fair allocation and equitable allocation between the 
owner of a bird and a producer who is raising the bird. 

And that is primarily the, together with changing the way in 
which we would indemnify for cleaning and disinfecting. We found 
that we were ending up paying not just for the disease that we 
were combating, but also for some facilities that had not been prop-
erly maintained over a long period of time. And we recognize that 
perhaps it is not our responsibility to clean up 10 years of prob-
lems; it is our responsibility to deal with AI. So those are the two 
fundamental changes. 

The reason—you know, we are focused on a more rapid response. 
It means that we have to have lab facilities ready to go to make 
the determination as quickly as possible that we are dealing with 
AI and what type of AI we are dealing with. We need to make sure 
that we can get our teams in place so that depopulation can occur 
as quickly as possible, hopefully within 24 hours. 

We need to make sure that we are working with the industry to 
improve biosecurity measures, so that if there is an outbreak that 
we can contain it. What we have found from the preliminary re-
search of the spring event last year is that these migratory birds 
basically decided to stop in Iowa and Minnesota for a longer stay 
than they normally stay, which is the reason why we saw such a 
concentration of this. So we obviously have additional work to do 
in terms of figuring out precisely how to deal with this. 

We are also looking at vaccines. There is no commitment to use 
the vaccine. We know that there is some controversy about this. 
But in the event there is a decision to use it, we want to make sure 
that it is stockpiled. So we are in the process of I think developing 
roughly a 50-million-dose stockpile, because the reality is, while we 
had to depopulate 50 million birds, not all those birds were sick. 
A really small percentage of those birds were sick. 

So potentially you have got a situation where, if you really figure 
this out, you might be able to be more strategic in terms of depopu-
lation efforts. And we are obviously continuing to make sure that 
our trading partners understand and appreciate that when this oc-
curs and pops up that, while it may impact imports from that par-
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ticular county or state, it shouldn’t impact imports from other parts 
of the United States that are not currently suffering from AI. 

And I think we have done, for the most part, a pretty good job 
of getting people to understand that. We still have a few outliers. 

DRUG TESTING FOR SNAP

Mr. ADERHOLT. OK. There was a discussion a little bit earlier 
about SNAP. I know that some states have expressed interest in 
implementing a drug testing policy for SNAP, but USDA has not 
allowed the states to implement any type of policy like that. 

Just wanted to get your rationale on why you deny states the op-
tion of implementing some type of drug testing program. 

Secretary VILSACK. Well, there are already restrictions in terms 
of who can get SNAP, in terms of folks who have violated the law. 
And the question is: what other programs that we support, that we 
provide assistance to, are we going to require drug testing? I mean, 
are we going to require drug testing of all the other programs that 
we have at USDA? And it is a situation of equity. I mean, we are 
not quite sure what the relationship is, and we are not sure what 
the problem is we are trying to solve here. 

Mr. ADERHOLT. All right. 
Secretary VILSACK. So, well, go ahead. 
Mr. ADERHOLT. I understand there is a difference in the interpre-

tation of the term ‘‘welfare’’ as defined by President Clinton’s 1996 
Welfare Reform Act. Does the term ‘‘welfare’’ apply to SNAP? 

Secretary VILSACK. We don’t see it this way, and that is why we 
are contesting—why we are engaged in litigation in Wisconsin over 
this very issue. We think the state is not correct in its interpreta-
tion of our law. 

Mr. Chairman, I would like to provide you a more detailed, more 
legalistic answer to your question, because it is a serious one. And 
I want to make sure that I provide you the right answer, but I— 
from my own legal experience, I am convinced we have a very, very 
strong legal position in terms of our definition and our interpreta-
tion of the terms, and that our nutrition assistance programs, you 
know, they are just not the same as cash welfare. I mean, they are 
just fundamentally different. 

Mr. ADERHOLT. Well, I understand the Temporary Assistance for 
Needy Families (TANF) program has a drug testing component, 
and that states have the option of implementing that. And I am 
wondering if you or the staff at Food and Nutrition Service have 
looked at the TANF program to see if there is something that 
might be beneficial within the SNAP program, since there is some 
interaction between the two programs. 

Secretary VILSACK. Well, what we have looked at, maybe the un-
derlying part of your question, is whether or not we continue to 
look at the integrity and the use of these benefits for the purpose 
for which they are intended, and the answer to that question is ab-
solutely.

We continue to look for ways in which we can improve the integ-
rity of the program. The integrity and error rates of this program 
are lower than they were when I became Secretary, and we are 
continuing to have individual investigations, we are continuing to 
have investigations of grocery stores and convenience stores, where 



249

there may be potential fraud. We are data mining. We are ana-
lyzing information. We are increasing the number of inspectors. We 
are asking states to do a better job. 

I think last year we had 640,000 reviews and investigations of 
individuals to make sure that they are using these benefits prop-
erly, that they are not using them for some inappropriate purpose. 
Tens of thousands have been disqualified. We have done the same 
thing with convenience stores and grocery stores, and hundreds of 
those have been disqualified from ever participating in the pro-
gram.

Mr. ADERHOLT. Well, the bottom line, we are looking at, is there 
a model that can help those that are found to have a drug abuse 
problem get the help they need, and which obviously is going to be 
better for their families and society as a whole. So, you know, is 
there a model out there that can help these folks? 

Secretary VILSACK. Well, I can only speak on this issue in light 
of what I have said to Chairman Rogers. When the lack of services 
in rural America for substance abuse and mental health—when 76 
percent of the shortage areas are located in rural areas, I would 
say the first line of defense, Mr. Chairman, would be to adequately 
fund mental health and substance abuse services in rural America. 

It wouldn’t necessarily be imposing a drug test that would be 
randomly proposed. I just don’t think that is going to solve the 
problem that you are addressing. 

Mr. ADERHOLT. Well, I understand that there may need to be 
some help in that regard to try to make sure those programs are 
funded. But, at the same time, I think we cannot turn a blind eye. 
I think it would be helpful if the drug abusers are identified. Get 
them the help they need. This is something that I think we need 
to look more closely at. So thank you for your comments. 

Mr. Farr. 

HORSE INSPECTION

Mr. FARR. Thank you, Mr. Chairman. 
Thank you, Mr. Secretary, for helping us at least standing on the 

same side of a very controversial issue within our Committee, 
which is continuing the language to ban the inspection of horses for 
human food. It has been a debate in this Committee year after 
year.

The amendment that I carried last year tied, so it failed. And yet 
the Omnibus bill, with Senate help, included it. And I strongly sup-
port this language, and I am pleased to see that the Administration 
requested it again this year. I was just interested on your views on 
continuing this language. I also have some other questions, so it is 
not my only one. 

Secretary VILSACK. There are many things about this job that I 
love and that I will miss when I no longer have it. Talking about 
horse slaughter is not one of them. This is a tough issue, to be can-
did. I understand and appreciate the ban. 

I would say that we need to address the fundamental problem, 
which is that we have got a lot of wild horses out there that we 
need to figure something else out other than slaughter because 
they do create some serious challenges for us, particularly on public 
lands and particularly on private lands. 
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And I do not know that we have necessarily been serious about 
that piece of the problem. And so my suggestion and advice would 
be instead of talking about and debating horse slaughter, we ought 
to be figuring out what do we do with these horses that would not 
necessarily be inhumane, that would be appropriate. We just do not 
know enough about— 

ORGANIC AQUACULTURE RULE

Mr. FARR. I am not just talking about wild horses, but also— 
what do we call it—private horses. The wild horses are owned by 
the government, but also a lot of the people want to just get money 
for their old grey mare, but not necessarily an old grey mare. It 
could be racehorses. It could be all kinds of horses. So I think we 
ought to continue the ban, and I know you have supported that. 
And I agree with you on the wild horses. 

Let me switch to—and I hope that we can get some support, 
when it was controversial again in Committee—could you just look 
into something for me? I have been supporting the rural 
mariculture, the agriculture, the aquaculture people, and particu-
larly the marine mariculture. 

And the organic rule has been stuck in OMB for a long time, and 
people are just champing at the bit to get it out there in circula-
tion. I do not know what the hell—it is in OMB. So could you push 
to get it out of there and get it out to the rulemaking review proc-
ess?

Secretary VILSACK. My staff knows that that is on the list of 
things to get done, Congressman. 

Mr. FARR. Well, let’s get it done. Let’s get it out of there as soon 
as possible. 

Secretary VILSACK. It is on the list along with your lab in Sali-
nas.

LIGHT-BROWN APPLE MOTH

Mr. FARR. Well, there are lots of problems. 
The specialty crop issues also concerned is about the $12 million 

cut from last year’s level. And the two concerns that were raised 
to me in California are the light-brown apple moth—hope that you 
will keep that at level funding—and one that I think you ought to 
be bragging about, particularly in light of what other Members 
have brought up today, is the successful program in the European 
grape moth eradication. 

We are not there yet, but that was devastating Northern Cali-
fornia and all the wine grape folks. And we have only found one 
moth in 2015. So we need to keep monitoring and trapping and ev-
erything, and we hope that that program will not be reduced be-
cause we have to go from being cleared—it has not been cleared yet 
that we are safe. 

But it is also an incredible story of how you attacked an invasive 
species and, with the collaboration of all the counties and all the 
growers, and it was quite a war on an insect, that it seems to me 
that it has been relatively successful. So we want to make sure we 
do not lose any of the money to get it totally eradicated. 

Secretary VILSACK. We will continue to work with California De-
partment of Agriculture on the light-brown apple moth. And the 
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good news is that there are a number of items for export that we 
have sort of said, that is no longer an issue and no longer a prob-
lem. We recently announced several of those. We will get that list 
to you, Representative. 

[The information follows:] 
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Mr. FARR. And the European grape moth? 
Secretary VILSACK. Yes. 
Mr. FARR. Thank you. 
Mr. ADERHOLT. Dr. Harris. 
Dr. HARRIS. Thank you very much. And you are right. He agreed 

with you. 
Let me just follow up a little bit with the chairman’s questions 

about the SNAP and drug testing. I would hope that, for instance, 
if a state wanted to initiate a program—because in my rural areas, 
as you have conversed with the chairman, heroin abuse, drug 
abuse, is a huge problem. 

And I would hope that we look for ways to identify individuals 
in the community who choose not to seek help because, as you tes-
tified, those people who are independently minded, even if it is 
available, they may not feel that they are going to go and seek 
help. And we should look for ways to reach out. 

So if a state wanted to, for instance, institute a program where 
it tested beneficiaries and referred them, and made that a require-
ment that you actually get referral and treatment to treat these in-
dividuals, I would hope the Department would be supportive of 
that.

CATFISH INSPECTION

Let me move on to one thing that is new, I know, in your wheel-
house, which is the catfish inspections. And if you did not like 
horse slaughter, you are not going to like this either, I guess. And 
again, particular to my district, I had a blue catfish farmer—not 
farmer; I should not say—he does wild caught in the Chesapeake 
Bay. And the blue cats, which are a non-native species, are a huge 
problem in the Bay. The biomass of these, by the way, which eat 
rockfish, which eat crabs, is eight times the rockfish biomass in the 
Bay and growing. 

And he is afraid, and I am afraid, that if we do institute these 
regulations in a way that impede my blue catfish wild caught 
watermen, then we are going to do damage to the Chesapeake Bay. 
We have to control this species, and the way to control it really is 
you fish them, and you fish them until—you will never eliminate 
them, but you have to control them with fishing. 

And he is very worried about that, so I would just bring that con-
cern to you, that yes, I understand the whole food fight—no pun 
intended—between our Southern farmers for catfish and imports. 
But caught up in this are this non-native species, the blue catfish 
in the Chesapeake Bay, as well as the channel catfish, which is 
also a non-native in this. 

WATER AND WASTE DISPOSAL PROGRAM

And finally, and I will just close and just add, that—and I am 
going to ask a question. Maybe your staff knows this or not. But 
your program level for direct loans for water and waste disposal 
was $1.2 billion, and you propose to decrease it by 33 percent. Now, 
is that because you have no backlog for this, for these loans? 

Secretary VILSACK. No. It is because we are working with the 
private sector to engage them in dealing with this issue. And we 
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are actually seeing quite a bit of interest in pension plans and pri-
vate capital markets to invest in these projects. 

Dr. HARRIS. Right. But until then—and my concern is, again, I 
have small rural communities which depend on these loans for 
their upgrades. Because again, I live on the Bay. You know the 
rules, and USDA is caught up in this as well. 

This argument about who is going to control the pollution into 
the Chesapeake Bay, is it going to be the agriculture community 
or are we going to look to the small waste treatment plants that 
need to be upgraded to go from Biological Nutrient Removal (BNR) 
to Enhanced Nutrient Removal (ENR), and these all cost money. 
These small communities, as you know, do not have the money. 
They depend on this program. 

So I was a little disappointed to see this 33 percent decrease. If 
there is no absence—unless you have no backlog. If you have a 
backlog, why would you do it? 

Secretary VILSACK. No, no. There is a $10 billion commitment 
from the Farm Credit Association to work with us in collaboration. 
So we are going to be able to leverage those resources more effec-
tively. There is a tremendous need out there. There is no question 
about that. 

Dr. HARRIS. Thank you very much. And thank you for recog-
nizing that. 

Secretary VILSACK. On the FSIS issue, wild caught fish destined 
for human consumption is going to be inspected. And we will work 
with any stakeholders that you have; if they need information or 
want to know what the rules are, we would be happy to—— 

Dr. HARRIS. Thank you very, very much. I appreciate that. And 
I yield back. 

Mr. ADERHOLT. Ms. Pingree. 

ASSISTANCE FOR FARMERS

Ms. PINGREE. Thank you, Mr. Chair. Thank you again for all 
your answers today and just the work that you have been doing. 

I want to ask you a few questions about economic opportunities 
at the Department of Agriculture. And while I understand you 
have an extremely diverse mission and it is amazing sometimes to 
hear the entire line of questioning, from rural electric development 
to nutrition programs, I sometimes get concerned when we try to 
add more social missions onto the organization. 

I would be very concerned if we had drug testing and thought 
that was a vehicle for SNAP recipients to get more care because, 
just as you mentioned, I represent a very rural State. There is not 
enough treatment out there already. We know a lot of people who 
need that treatment, and one of our issues is not trying to find 
more of those people; it is how we help people out in a State like 
mine.

But what I want to talk about, I think, is in my opinion one of 
the core missions of your organization, and that is how we enhance 
the economic opportunities for farmers in rural areas. And it has 
been really great to watch over the 8 years; you have been a part 
of this transition into opportunities for farmers that were not there 
before and new markets. 
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You have mentioned many times today local and regional food 
systems and that has even been an asset for some of the traditional 
farmers you mentioned earlier who are struggling economically. 
This is one of the places where people have found growth. And I 
want to talk about how we can do more of that. 

I am just going to throw out two or three concerns I have, and 
then I will let you go at it so I do not have to keep asking the ques-
tion. One of them that is kind of a thorn in my side is about or-
ganic research. 

Now, I come from one of those states where we have seen some 
of the greatest opportunities for agriculture resurgence because of 
the markets in organic farming. We have added the most organic 
farmers in our State than any other state between 2008 and 2014. 
It has been a great opportunity for us. 

But as you know, in spite of the huge growth in this market, 
there is a shortage of many things. Whether it is corn or wheat or 
dairy products, not enough is out there. And I think for a lot of 
farmers who want to make that transition, there has not been suf-
ficient research in methodologies and how to go about doing it. 

So one of my issues—and I am thrilled to see that the President’s 
budget requests $700 million for the Agriculture and Food Re-
search Initiative, AFRI—by my calculation less than .1 percent of 
AFRI funding went to organic projects in 2014. 

So I want to hear a little bit about, if you do receive some of that 
funding, what are you doing to enhance that research opportunity, 
which I see as a direct economic benefit to farmers around the 
country, not just our State? And what else could you be doing be-
sides AFRI to better serve organic farmers? 

And I want to throw something in there. I know one of your goals 
has been around lowering the age of our farmers. That is a big 
challenge that you have talked about, and certainly how we en-
hance beginning and new farmers. Again, I represent the oldest 
state in the Nation, but the number of young farmers in our state, 
aged 34 and younger, grew by 40 percent in the last decade. 

So we see these great opportunities. And one of the challenges 
that we are seeing is what is happening in many states. They get 
started, but when it comes to scaling up, there are big challenges. 
You can start as a small farm. Maybe you sell out the back door, 
or you go to a farmers market. But then when you want to get into 
wholesale or other markets, those are some of the challenges. 

So I want to hear if there are any ways that you think the Begin-
ning Farmer and Rancher Development Program (BFRDP) could be 
used to help midsized farmers scale up. Or are there other USDA 
programs that could help with that initiative? 

And just to throw one last thing in there, because I am going run 
out of time, we are very grateful for Value-Added Producer Grants. 
And one of the challenges that our farmers have is around the no-
tice of funding availability that should have been out in December 
or January. 

It is already February. We do not have that yet. And again, for 
farmers who need two or three months to complete these grants, 
which can be enormously beneficial in changing their opportunities, 
could you get it in a routine so it always came on time? 
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I have given you almost no time to answer, but I know you can 
do it quickly. 

Secretary VILSACK. Organic research, there is a specific organic 
research initiative in the farm bill, over $100 million. We are in the 
process of putting that resource out over a period of time. Organic 
does represent roughly 1 percent of the land mass of the U.S. It 
is roughly 20,000, and growing, certified operators. 

One of the challenges, of course, is transitioning land from con-
ventional farming to organic farming. There is a requirement that 
you transition. I think if there is a future focus, it should be on try-
ing to figure out ways in which we can assist that transition pe-
riod.

There really is not much in the form of assistance in that re-
spect. There are a couple of—you have got a Conservation Reserve 
Program (CRP) transition program that helps beginning farmers 
get involved, but there is very little in that space, and that is one 
place I would say. 

We have helped in expanding risk management tools. We have 
developed a price election option for 70 organic crops. We have pro-
vided contract provisions in risk management for organic crops. We 
have created the research initiative. We have created the microloan 
program, which can transition into our long-term operating and 
ownership loan programs, because we give the farmer the ability 
to create the experience that will allow them to qualify for the larg-
er loans. 

We have worked on expanding growing seasons with high tunnel 
houses, over 15,000 of those. We have looked for ways in which we 
can expand market opportunities through food hubs, farmers mar-
kets, and we have also had equivalency agreements with South 
Korea, Japan, the EU, Canada, and—I think we are working on 
one with Mexico. 

So we are really engaged in this space, and we will continue to 
look for ways to provide help and assistance. But we have tried to 
focus this on an holistic, comprehensive approach. 

Sorry, Mr. Chairman. 

VALUE-ADDED PRODUCER GRANTS

Ms. PINGREE. I know I am out of time. But how about the notice 
of funding availability on Value-Added Producer Grants? 

Secretary VILSACK. I will check on that. I do not know what 
the——

Ms. PINGREE. Yes. I am sure your office can update us on that. 
Thanks.

[The information follows:] 
The Department recognizes the importance of issuing the funding announcements 

for the Value-Added Producer Grants (VAPG) early in the fiscal year to ensure that 
applicants can complete and submit their material prior to the start of planting sea-
son. The Department expects to have the final VAPG Notice document published by 
the end of March 2016 and will strive to further improve the process for the FY 
2017 award cycle. 

Mr. ADERHOLT. Mr. Young. 
Mr. YOUNG of Iowa. Thank you, Mr. Chairman. 
Mr. Secretary, avian influenza, you saw what happened just in 

Iowa, throughout the Midwest, parts of the West the largest out-
break in the history of the United States harming our livestock. We 
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do not have crystal balls to know when these things come along. 
But we have to respond quickly with a vaccine. I wonder how that 
process is doing with the outbreak over, although we have seen an 
outbreak happening right now in Indiana with turkeys. 

The HPAI vaccine appears to be strain-specific, and Indiana has 
been hit with the H7 strain. Will the vaccine created for the H5 
strain work against the H7 strain, do you know? Do we know? 

Secretary VILSACK. I do not know the answer to that question. 
I know that we have been working with Harrisvaccines in Ames 
and another vaccine company to stockpile the appropriate vaccine. 
But I will tell you, Congressman, the fact that we have it does not 
necessarily mean that we will use because, as you know, it is quite 
controversial.

There is a split within the industry about whether or not it is 
appropriate to use and the impact it will have in terms of mes-
saging to our trading partners. The concern is that it may be mis-
interpreted that it represents a problem with the entire industry 
as opposed to a particular flock. And we are working to try to get 
people educated and trying to work through international organiza-
tions so that if and when that is ever used, the vaccine is used, it 
does not have a very devastating impact on trade. 

Mr. YOUNG of Iowa. How long does it take to develop a new 
strain? I guess it depends on the strain? Is it trial and error? 

Secretary VILSACK. It depends. I think the folks did a pretty 
amazing job under the circumstances. Once this thing cropped up, 
within a matter of months, there was a direction, and within a 
matter of six months or so, we had something that we could condi-
tionally license. So I think the industry and our ARS facilities oper-
ate pretty well in this space. But the problem with this is it mu-
tates. And we saw in Indiana, for example, a different mutation. 

Mr. YOUNG of Iowa. And it could go to a different species as well. 
Secretary VILSACK. It can. And that is part of the challenge—one 

of the reasons why we think it is important to continue to ramp 
up research dollars. 

PORK INSPECTION MODERNIZATION

Mr. YOUNG of Iowa. Yes. Well, I appreciate, out of the four prior-
ities, that the research dollars are very important. So I appreciate 
that.

Pork inspection. Pork producers, they have been very supportive 
of the Food Safety and Inspection Service effort to modernize pork 
inspections, seeing it as a way to increase efficiencies, effectiveness, 
rapid adoption. We have heard some concerns, and you have heard 
some concerns, by Members of Congress about the Administration’s 
pork inspection modernization efforts, specifically about the model’s 
ability—or inability, maybe—to address food safety, animal wel-
fare, and worker safety. 

Could you take a moment to share your views about USDA’S 
Hazard Analysis and Critical Control Point, HACCP, based inspec-
tion models concerning pork production? 

Secretary VILSACK. The initial evaluation of the HACCP Inspec-
tion Models Project (HIMP) the plan for pork suggested that there 
was no significant variation in food safety relative to other facilities 
using a different inspection system. We are doing a more in-depth 
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evaluation and analysis so that we can respond to questions and 
concerns.

As you know, that process has been implemented and is being 
implemented in poultry facilities. I think there are 52 facilities 
today that are now using it. We are going to continue that evalua-
tion, and assuming that there is not an indication of significant 
problems, then it will be something that we will obviously work on 
and provide because we think the preliminary information would 
suggest it is not going to increase risk. 

Mr. YOUNG of Iowa. So that is somewhat encouraging at this 
point. OK. Thank you for being here. 

Secretary VILSACK. Thank you. 

RENTAL ASSISTANCE

Mr. ADERHOLT. OK. I understand you have to be out of here by 
1:00. So what I thought we would do is—I have got one more ques-
tion, and maybe Mr. Farr has one question, and then we will wrap 
up and we will call it a day from the hearing standpoint. 

I wanted to ask you about Rental Assistance. It is a troubling 
topic last year, when there was large-scale premature exhaustion 
of Rental Assistance funds. Congress fully funded the Department’s 
fiscal year 2015 budget request and provided certain authorities 
the President’s budget requested for a Rental Assistance program. 

These should have provided the Department the mechanisms 
needed to effectively manage and operate the programs to provide 
assistance to those who were eligible and that were in need of it 
most, but that happened to not be the case. Rental Assistance 
funds were quickly exhausted, and they requested policies, and 
when implemented, proved short-sighted as to the real impact to 
property owners and tenants. 

The Department should have been aware of the forthcoming 
shortfall well in advance. However, the Department failed to com-
municate this issue with Congress or the property owners until the 
last possible day, and it caused a lot of uncertainty, confusion, and 
frustration among all those that were associated with it. 

As you’re aware, the fiscal year 2016 Omnibus provided full 
funding for the Rental Assistance Program, including shortfalls for 
fiscal year 2015. How is the Department monitoring expenses and 
projected expenses for the Rental Assistance Program to ensure 
that there will not be a shortfall in fiscal year 2016 so that Con-
gress does not have to step in again at the last moment to try to 
save the program? 

Secretary VILSACK. Well, Mr. Chairman, I am remiss in not ac-
knowledging and thanking you and the committee for, in the Omni-
bus, adequately funding the Rental Assistance accounts. We are 
confident that that is not going to create the problems that we have 
experienced the last couple of years. 

We did point out and will continue to point out the concerns that 
we have expressed to you, which is that, over time, a lot of these 
units are going to basically have their mortgages satisfied. They 
are going to ultimately get out of the program, perhaps as many 
as 75 percent of them in the next decade or so. That is going to 
create a significant set of issues relative to the availability of rental 
and affordable housing in rural areas. 
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We are in the process now of trying to deal with this in terms 
of extending mortgages, basically refinancing these loans, extend-
ing them, in an effort to try to reduce the challenge that that is 
going to create. But it is an issue that is coming down the pike and 
needs to be addressed in some way. 

Mr. ADERHOLT. How are you preparing for the significant num-
ber of properties that have mortgages that are going to be matur-
ing in the coming years? 

Secretary VILSACK. We are basically trying to—number one, edu-
cating people about the program and what is going to occur; num-
ber two, looking at ways in which we could potentially restructure 
that debt, reduce payments, take the reduced payments and put 
them into rehabbing and improving the properties, and then there-
by extending the length of the mortgage, which would obviously 
keep it in the program. 

We are proposing and suggesting that one way of dealing with 
this would be to create some voucher protection for those folks who 
do lose an affordable unit because the mortgage is paid off and the 
folks decide to raise rents. That is in the budget proposal. So that 
is something you could consider, extending the voucher program 
that you currently have. 

Mr. ADERHOLT. Well, thanks for your concern on that because 
that certainly is something that I know has been a problem in the 
past. And we certainly want to make sure that we avoid it in the 
future.

So with that, let me conclude with Mr. Farr. 

LESSONS LEARNED

Mr. FARR. Thank you very much, Mr. Chairman. 
Well, Mr. Secretary, 8 years. Eight years ago you were a can-

didate for President of the United States, and although you were 
unsuccessful at being nominated and elected, you have been incred-
ibly successful at being head of one of the most important and ex-
pansive programs in America, U.S. Department of Agriculture, 
with all your overseas operations, all your research, all your rural 
economic development, all your poverty programs, commodity pro-
grams—I mean, the list goes on and on and on. And what an in-
credible agency to be head of. 

So it is the last day of you being in front of this Committee like 
this, and I would like to just—what are your lessons learned? It 
does not have to be restricted just to being Secretary of Agri-
culture, but you have been in government a long time in your ca-
reer life, and I am leaving with you. And so I would just like to 
know—I am always trying to reflect on looking back, and what did 
I learn, and what can I pass on to the next generation. Have you 
got any words of wisdom? 

Secretary VILSACK. Well, let me return the compliment, Rep-
resentative. I have an extraordinary amount of appreciation and 
respect for every Member of this Committee. But I have had a 
chance to work with you personally, and I know how deeply com-
mitted you are to people, particularly those who are struggling. 

And you have had an impact on me, and you have had an impact 
on the Department through your advocacy and your passion. And 
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I will tell that regardless of who takes your spot in Congress, this 
body will miss you and miss your voice. 

Many lessons, starting with what an incredible Department it is. 
It is an under-appreciated Department, not in this Committee but 
in this town. If I had a dollar for every time someone said to me 
in this town, ‘‘I did not know USDA did that,’’ I would be able to 
retire and not have to look for work after this job. 

When the issue was raised about mental health and HHS was 
going to do some mental health funding, I raised my hand at a 
meeting and said, well, gee, our community facility program could 
potentially be helpful there. And it turns out that we actually did 
quite a few mental health clinics in rural areas. Nobody knew we 
did that. A lot of people do not know the housing programs. A lot 
of people do not know that we are involved in business develop-
ment. So that is number one. 

And then I think, in order for this Department to be adequately 
funded, in the big scheme of things when you are going up against 
the Defense Department and some of the other large departments, 
it is going to be incumbent on all of us to continue to message the 
importance of this particular Department and the work it does. 
And that means that we have to message the importance of rural 
America.

And that is a message and that is a lesson that I have also 
learned over the course of 26 years of public service. It is an incred-
ible place, and it does not get the credit it deserves. It is the place 
where most of our food comes from. It is the place where a lot of 
the water that we drink is impacted. 

It is the place where every bit of energy feed stock comes from, 
whether it is coal or whether it is the solar panels or whether it 
is wind turbines; almost all of them are located in rural areas. It 
is the place where a disproportionate number of folks who serve in 
the military come from, and people always say, when I make that 
statistic, they say, well, people are looking for a way out. I say, no, 
no, no. That is not the issue. 

What this says is about the value system of rural America, the 
fact that people who are raised on farms and ranches understand 
that the land gives to us, and we are required to give something 
back to it. And that value system of giving back to something that 
is valuable is just in the bones of the people who are raised in rural 
areas.

And so when they look at this country and this country gives 
them extraordinary opportunities, they say, hey, I got a responsi-
bility to give something back. So it is important, these programs 
that we are talking about, whether it is Rental Assistance or busi-
ness development or whatever it is—it is important for rural Amer-
ica to get the respect it deserves. 

And that has been a frustration of mine in terms of this job, is 
that it is really, really hard to crack the media of today, which is 
all about glitz and glitter. And this place, rural America, it is about 
the heart and soul of this country. And it does not get the credit 
it deserves. 

And these hearings give me and you and us the opportunity to 
focus the attention for just a brief moment. And I just respect any-
body who is on this committee because you understand this. 
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And then the last thing I would say—I mean, there are lots of 
things I have learned—is that it breaks my heart that we have this 
conflict within agriculture, that there are various ways of growing 
things and raising things, and that for whatever reason, we do not 
speak with a single voice about the greatness of American agri-
culture. People say, well, do you favor organic? Do you favor 
GMOs? Do you favor this? And I say, look. That is like asking me 
which of my two sons I love the most. I love them both. 

Here is what agriculture does, and I will finish with this. Every 
one of us that is not a farmer is not a farmer because we have 
farmers. We delegate the responsibility of feeding our families to 
a relatively small percentage of this country. If you look at 85 per-
cent of what is grown in this country, it is raised by 2- to 300,000 
people. That is less than one-tenth of 1 percent of America. 

But the other 99 percent of us can be lawyers and doctors and 
Peace Corps volunteers and economists and people that work for 
government and all of the other occupations because we never 
think about, well, gee, do I have to actually grow the food for my 
family? No. I go to the grocery store and get it. 

So I am free to do whatever I want to do with my life. That is 
an incredible freedom that we take for granted in this country. It 
is not true in most of the countries in this world. And then when 
we go to the grocery store, we walk out of it with more money in 
our pocket as a percentage of our paychecks than anybody else in 
the world. So we have this incredible economy that is consumer-ori-
ented that allows us to buy stuff. 

It is unbelievable. And rather than being criticized and—well, 
criticized and demonized at times, we ought to be celebrating these 
people, in my view. And we do not do enough of it. 

So thanks for the question. 
[Applause]
Mr. ADERHOLT. Well, thank you. Thank you for your comments, 

especially your comments about rural America. And as someone 
who represents a part of rural America out there, I totally under-
stand what you are saying and agree. And thank you for your com-
ments about rural America in general. 

Everybody said this is about your last time in here. Maybe we 
will just have you back just to get to come back and have you to 
come back and address the committee. 

So anyway, thank you again for your service. We look forward to 
working with you as we continue on working through this process 
for the fiscal year. 

Secretary VILSACK. Thank you, Mr. Chairman. 
Mr. ADERHOLT. We are adjourned. 
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FRIDAY, FEBRUARY 12, 2016. 

OFFICE OF THE INSPECTOR GENERAL, U.S. 
DEPARTMENT OF AGRICULTURE 

WITNESSES
HON. PHYLLIS K. FONG, INSPECTOR GENERAL, USDA OFFICE OF IN-

SPECTOR GENERAL 
GIL H. HARDEN, ASSISTANT INSPECTOR GENERAL FOR AUDIT, USDA 

OFFICE OF INSPECTOR GENERAL 
ANN COFFEY, ASSISTANT INSPECTOR GENERAL FOR INVESTIGA-

TIONS, USDA OFFICE OF INSPECTOR GENERAL 

Mr. ADERHOLT. Good morning. The subcommittee will come to 
order. We started a little tardy this morning. We have had a con-
ference meeting this morning to basically decide the fate of the ap-
propriations bills for the rest of the year, so it sort of was an impor-
tant conference meeting with the Speaker, sort of laying out our 
plans, so I tried to go by there for a minute before we started here. 
It is good to have you here, though, and thank you for your pres-
ence here this morning. And, of course, welcome to the Appropria-
tions subcommittee. This is our third hearing for fiscal year 2017. 
And I am sure my colleagues will agree that we have been off to 
a very swift and quick start. 

This, as I say, makes our third hearing, not only that we have 
had this year, but this week. We have been very busy in trying to 
get these appropriations bills finished in a very quick and diligent 
manner so that we can try to move these appropriation bills in reg-
ular order. 

I have already shared some of the themes that we have set for 
the subcommittee, as we have met earlier in the week. But as a 
reminder, let me just say that four of those themes are: No. 1, in-
creasing oversight efficiency and need for effective outcomes; No. 2, 
keeping rural America vibrant; three, supporting American farmers 
and ranchers and producers; and No. 4, protecting the health of 
people, plants and animals. And today, we will focus on theme No. 
1, increasing oversight, efficiency and the need for effective out-
comes.

This bill is off the oversight activities over the past several years, 
and it corresponds with the Inspector General’s efforts on this 
issue. Ms. Fong, we look forward to learning more about your work 
to encourage USDA to improve its governance process and internal 
controls, and to be more disciplined and transparent in its decision-
making.

This subcommittee respects your work, and we appreciate your 
recommendations on ways to continually improve the management 
of a large, complex and important part of the Federal Government. 
In fact, the subcommittee recognized your important work and in-
cluded directives related to improper payments and unachieved 
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savings in the fiscal year 2016 report to the Secretary among oth-
ers.

The committee also recognized your leadership among the IG 
community. Not only did you lead the Council for Inspector Gen-
erals on integrity and efficiency, which represents the entire IG 
community, but your work won every single one of the awards that 
the Council gives out in 2015. So you should be very proud of your 
work and those that work with you on that, and I know you are. 

I also would like to thank you for your agreeing to the request 
that the Ranking Member and I had, Mr. Farr, to review the New
York Times allegation about the U.S. Meat Animal Research Cen-
ter in Clay Center, Nebraska. Your assistance in auditing the 
claims included in the article and revealing the current conditions, 
practices, and policies will be very helpful to us. We look forward 
to having an update on your work on this issue. 

Before I recognize the ranking member, Mr. Farr, for his opening 
statement, I would like to thank him for his cooperation and his 
collegial working relationship that we have had on the sub-
committee. While we sometimes have different priorities and some-
times view things from a different angle, we both want USDA to 
be effective and efficient in implementing the laws and the pro-
grams that Congress puts forth. 

So with that, let me recognize Mr. Farr for any comments and 
opening statements that he may have. 

Mr. FARR. Thank you very much, Mr. Chairman, I appreciate the 
congeniality in which we conduct this meeting and this Committee, 
and look forward to working with you. I think it could be a very 
exciting year, or it could be a real tough year, it is an election year, 
so there is a lot of uncertainty as to how people want to message 
Washington. It all comes down to what the Appropriations Com-
mittee is doing. Certainly, our job is to have some oversight of this 
agency. And I would just like to thank all the people at the table, 
Ms. Fong and Mr. Harden and Ms. Coffey for being here today. 

And, you know, USDA is the partner for rural America. OIG, 
through your audits, investigations and recommendations help us 
make sure that USDA is a good partner. I want to thank each of 
you for the hard work in this respect. 

Yesterday, Secretary Vilsack was here and he commented on how 
frequently he hears, ‘‘I didn’t know USDA did that.’’ The Depart-
ment has an incredibly broad jurisdiction. You know, when you 
think about all over the world and our ag advisers and embassies, 
our role here in this Committee on Commodity Futures Trading 
Commission on all the rural programs that go on, they just think 
it has to do with agriculture per se, and not so much with people 
and poverty. You are the watchdog for all of these programs. So I 
suspect you hear much of the same thing that they don’t know that 
you do all these jobs. 

Oversight is a critical responsibility of government, and I feel 
sometimes we don’t spend enough time in Congress with our over-
sight role. And it really is nice to have you in helping us do that. 

I understand a request for fiscal year 2017 for OIG is a modest 
$5.2 million increase. We know investments in OIG provide signifi-
cant returns, and I am confident we will hear today that OIG will 
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continue to provide great value to USDA and to the people the 
agency serves. 

Like the Chairman, I am interested in hearing a followup on a 
couple of previous issues that we talked about in the past year. 
Problems with the information technology improvements in the 
Farm Service Agency, and as the Chairman talked about, the ani-
mal welfare problems at the Agriculture Research Service’s U.S. 
MARC facility. 

I would also be interested in your evaluations of outreach to vet-
erans and outreach to new farmers. I look forward to your remarks. 
Thank you, Mr. Chairman. 

Mr. ADERHOLT. Thank you, Mr. Farr. 
Ms. Fong, the floor is open for your opening statement and we 

look forward to hearing that, so you may proceed. 

OPENING STATEMENT

Ms. FONG. Thank you, Mr. Chairman, and Ranking Member 
Farr, and members of the committee for your very, very warm wel-
come. And we always appreciate the opportunity to come up here 
and talk with you about the work we are doing, the challenges we 
are seeing and what we plan for the next fiscal year, as well as ad-
dressing our fiscal year 2017 budget request as you all have men-
tioned.

As you know, OIG provides audit and investigative services to 
help USDA deliver its programs more effectively. That has been, 
and continues to be, a challenge for all of us. Overseeing the effec-
tive delivery of USDA programs is a significant challenge, and I ap-
preciate the fact that this subcommittee recognizes that. 

We believe that this challenge requires a sustained focus on ex-
cellent management at all levels of the Department. Through our 
work over the past year, we are seeing that the highest policy lev-
els of the Department have shown leadership and commitment in 
this area. But at the individual agency level, implementation and 
follow-through has been uneven. On particular issues, areas that 
come to mind in terms of how the Department is addressing its 
challenges, I think of our work in cybersecurity, the work on im-
proper payments, financial management, IT investments and pro-
curement. In order for the Department to make meaningful 
progress in these areas, we need to have concerted effort across all 
of USDA. And so we definitely appreciate this committee’s keen in-
terest in those management challenges. 

I know you have my written statement, it highlights many of our 
key accomplishments, so I won’t go into that in any great detail. 
I just want to highlight for you a couple of things. In the food safe-
ty area, we had a very significant case on egg recalls, that came 
to fruition this year, involving salmonella and bribery of an AMS 
employee as well that turned out very well. 

In the area of food safety we are also looking at AMS’s procure-
ments of fruits and vegetables, USDA’s response to antibiotic re-
sistance in livestock, and ARS’s handling of sensitive technology. 

In response to this Committee’s interest, as you have mentioned, 
we are doing quite a bit of work at U.S. MARC, and we will be very 
happy to elaborate on that in the question-and-answer portion of 
this.
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We also spend quite a bit of our time on the benefit programs 
at USDA. I think you all know that the SNAP program, in par-
ticular, represents a huge portion of the portfolio, and so we devote 
a significant amount of our investigative resources to that, and our 
statement goes through the results that we have gotten for our 
SNAP investigations. 

This year, we also did a significant audit on SNAP error rates. 
I think that has drawn quite a bit of attention and we will be very 
happy to discuss that in more detail as well, as well as the work 
we have done on error rates in the school lunch and breakfast pro-
grams.

In the farm program area, we do work on farm programs, crop 
insurance, and conservation programs. We have reported several 
significant fraud investigative reports there and we have an audit 
on the NRCS Conservation Easement program, which could be of 
interest to all of you. We are continuing our oversight this year, fo-
cusing on the highly erodible lands programs, and the prairie pot-
hole region, wetland conservation programs. 

As we have been talking, the third area where we focus our time 
is on overall departmental management. We have issued numerous 
reports on USDA’s IT systems and security, improper payments, 
the civil rights programs and outreach, and financial management. 
And while we are seeing some progress at the Department policy 
level, again, we want to emphasize that concerted attention needs 
to be paid to these issues throughout the Department within all the 
individual agencies and offices. 

I think you know we have an upcoming audit on the claims reso-
lution process for Hispanic and women farmers. And we also have 
the USDA financial statement audits, which we expect to issue 
very shortly. 

In conclusion, let me just thank the subcommittee for the support 
you have given us in resources, and interest, and time over the 
years, and ask you to support the request for our increases for this 
year. Thank you. 
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FINANCIAL STATEMENTS

Mr. ADERHOLT. In your testimony, you mentioned that this is the 
second year that USDA has delayed in submitting its financial 
statements. In particular, you mentioned that problems are ongo-
ing between the U.S. Agency for International Development, 
USAID, and the Commodity Credit Corporation. This is not the 
first time that this Committee has noted problems with cooperation 
between the USDA and USAID. This is a special, and, at times, 
confrontational relationship between the two agencies that usually 
involved international food aid. In fact, the 2016 House Report di-
rected that the two agencies update a memorandum of under-
standing between the two agencies. In addition, we understand 
that there has been trouble in obtaining information in response to 
questions for the record for that hearing last year. 

Would you describe, in as much detail as you are allowed to do 
so, the outstanding issue or issues between the Commodity Credit 
Corporation and USAID regarding the financial statements. 

Ms. FONG. OK. Let me just, at a very high level, inform the com-
mittee of where we are on this issue. As you all know, the financial 
statement audits are usually due to OMB on November 15. The 
Commodity Credit Corporation is one of the six stand-alone audits 
within USDA, which all roll up into the overall consolidated audit 
of the financial statements. 

This year, because of, I think, challenges in the processes of get-
ting the financial statements for the CCC completed, the Depart-
ment requested an extension. The auditor for CCC is KPMG, they 
have been working very closely with CCC to obtain the information 
they need to issue an opinion. As you know, the deadline for pro-
viding these audits to OMB is today, the extension is today. We an-
ticipate issuing that audit for CCC this afternoon. After we are 
done with this hearing, we will go back and finish our work. 

And then the next step will be to issue the Department’s consoli-
dated financial statement audit, based on the roll-up of all of the 
pieces of the Department. The deadline for that opinion is also 
today. And at this stage, we are on track to issue that one this 
afternoon, the consolidated report for the Department. We will 
issue the reports to the Department and to OMB. And we will 
make sure that we provide them to you as is our normal process. 
And we will be available to brief, if you all are interested in that, 
once we issue the reports. 

Mr. ADERHOLT. OK. Regarding the relationship between the 
USAID and the Commodity Trading Corporation, has this been an 
ongoing issue that you have observed? 

Mr. HARDEN. This one is fairly new this year, it is not a bone 
of contention between CCC and USAID. The matter was whether 
CCC could provide sufficient evidence to the auditors and they 
have to work through USAID in getting that evidence to form an 
opinion. That is where it was in being able to provide the necessary 
evidence of the transactions. 

Mr. ADERHOLT. That is in particular to what happened this year. 
Mr. HARDEN. Yes. 
Mr. ADERHOLT. But have there been, in the past, ongoing issues? 
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Mr. HARDEN. I don’t recall, but I will look into that and provide 
a summary. There have been different issues with CCC over the 
years. But I just have to look into it. 

[The information follows:] 
Response: Upon review of this request, OIG determined that further discussion 

with Committee staff was necessary. As such, we will be working with Committee 
staff to adequately address Chairman Aderholt’s question. 

Mr. ADERHOLT. What about the Department as a whole, with 
USAID?

Mr. HARDEN. From a programmatic standpoint, I do not know if 
I have done any recent work to be able to speak to that. 

U.S. MEAT ANIMAL RESEARCH CENTER

Mr. ADERHOLT. OK. Around this time last year, a lot of us were 
shocked to learn about the accusations in the New York Times 
about the alleged mistreatment of animals at the U.S. Meat Ani-
mal Research Center. After the article, Mr. Farr and I reached out 
to you to investigate the allegations and we appreciate you looking 
into it. 

Based on the interim report that you submitted to us, there were 
certainly some areas that USDA needs to address to ensure animal 
care policies are followed. However, it appears that some of the al-
legations were not quite as shocking as they were initially sounded. 

Can you provide us with some more details on where this review 
stands and what work remains to be done for the report to reach 
its conclusion? 

Mr. HARDEN. Yes, sir. With regard to the statements that we 
have already issued in the interim report, as you know, some of 
them were true based on what they were saying, some of them 
needed a little more context to understand what was said. Since 
issuing that report, we have continued to look at the remaining 
statements, but we are also doing work to look at ARS’s oversight 
of the animal welfare practices at U.S. MARC. 

We also reached out to the reporter from the New York Times to
see if we could do an interview with him. He declined. We reached 
out to the person who made the allegations in the New York Times.
We interviewed him. He provided some additional information for 
us to look at so we have taken those allegations under review in 
pulling our work together. 

We are also considering allegations and complaints raised by 
other interest groups, different animal welfare groups submitted 
information to us when they knew we were looking at it. We are 
evaluating that as well. 

Right now, we are in the latter stages of field work, and we are 
starting to draft the report and hope to have that out before the 
summer.

Mr. ADERHOLT. Well, please keep us informed as you move for-
ward with the process, and we want to certainly make sure that 
we stay abreast of that. 

Mr. Farr. 
Mr. FARR. Thank you, Mr. Chairman. I am completing about 42 

years of public office. Before that, my first job was working for the 
legislative analysts in California, which is sort of the OMB office, 
only it is a little more powerful that in the legislature. One of the 
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things that struck me was that we would discover where the law 
was written and just sort of ended up having unintended con-
sequences, I mean, it didn’t get what it wanted. A lot of this was 
in education on testing, you could just slap the schools for not 
teaching right, when, indeed, the question in the law, or the goal 
in the law was awkwardly written. 

I was just thinking, you were talking about error rates and 
things like that, and the fact that OMB is sort of coming on to you 
and saying, I guess this OMB guidance, it notes that there is con-
cern that they are overreaching. I wonder if you could speak about 
that?

What I really would love to know is, are you able to sort of say 
the law ought to be rewritten? I think—Congress is never going to 
fill its oversight capability to know when—we write very generic 
law, and then you write the rules, and then it has to be adminis-
tered. And then when there are errors at the local level, it is beat-
ing up on the errors rather than looking back, maybe there is a 
better way of doing this. It seems to me that you could have that 
role and do it. Is it ever used that way to come back and say, there 
are programs that are being administered much smoother, with 
less error rates or things like that? I don’t know. 

So I guess what I am concerned with is OMB is a one stop, but 
they work for the President, not for Congress. And they ought to 
be able to come in to Congress every year with a report saying 
these are things that ought to be cleaned up or fixed up, there is 
a better methodology. We don’t get that information. 

FITARA

So I am concerned, what are they asking to hear? I guess what 
I have written here is the OIG’s recent semiannual report to Con-
gress notes concerns over OMB’s guidance on implementing the 
Federal Information Technology Acquisition Reform Act. What are 
some of those concerns that you have? 

Ms. FONG. That is a good question. I believe FITARA, which is 
the law that you are mentioning, the purpose of that was to bring 
some discipline and improve IT acquisition processes within the 
government. And overall, I think that is an admirable goal and I 
think the Act itself has some very good provisions that will allow 
the CIOs at each department and agency to really get a handle on 
the investments, and to make sure the investments in a depart-
ment are consistent and abide by the standards. 

Where we, I think, had a concern had to do with the particular 
role of the IG, and our independence, and how we interact with the 
CIOs in the agencies. We are working with OMB to clarify that and 
I think we are on a very good path with that. 

Since it is a fairly new law, I think the proof will be in the pud-
ding. As it starts to get implemented, as you know, we will see how 
things actually play out, see whether it is having a good impact. 
As we look at IT investments within the Department, we may have 
some observations to offer in future years. That actually is one of 
our budget requests for fiscal year 2017. We are looking for some 
additional funds to allow us to audit significant IT system invest-
ments within the Department to make sure they are on time, they 
don’t go over budget, they actually accomplish what the program 



615

managers want them to accomplish, you know. I think a key exam-
ple that you all are aware of is the whole MIDAS system and how 
that developed, you all asked us to do some audit work on that be-
cause of concerns. 

Mr. FARR. So do those recommendations come back to us in pret-
ty measurable ways in which we as legislators can fix it? 

Ms. FONG. Well, the way that we would surface concerns and rec-
ommendations would be through our audit reports, generally 
speaking. And as we look at systems, for example MIDAS, we made 
recommendations to the Department, I think, and because we for-
warded the reports to you all, you were very aware of what we 
were finding there. 

Similarly, when FITARA gets implemented, as we look at how 
the CIO’s and the departments implement it and we start to audit 
some of the systems there, we will be able to assess whether it is 
effective and we will then, if there are findings and recommenda-
tions to be made, we will surface them through our audit rec-
ommendation process, and testimony like this, oversight hearings. 

Mr. FARR. Thank you. 
Mr. ADERHOLT. Mr. Valadao. 

FSIS

Mr. VALADAO. Thank you, Mr. Chairman. Thank you, Inspector 
General, for your time today. In your most recent semiannual re-
port to Congress, many issues are brought up in relation to the ef-
fectiveness of the web-based public health information system, one 
of which is the observation that the web-Based system can only be 
used by inspectors when they have an adequate Internet connec-
tion. This seems like a conclusion that could have been reached 
without an audit, but regardless, I am interested in hearing more 
about this system and what recommendations you have made to 
ensure that it could be used in rural areas that often do not have 
reliable access to Internet or high-speed Internet. 

Mr. HARDEN. Thank you for the question. As part of that review, 
we went out to a select number of plants; I don’t remember the 
exact number off the top of my head. But as our auditors were 
there, they observed the inspectors were trying to get on the sys-
tem and they could not, sometimes they had to go outside the 
building in order to get a connection. So we raised that issue with 
FSIS.

During the course of our work for that audit, FSIS made some 
changes they said were fixing the problem and bringing speed to 
the connections, if you will. We listened to them and decided to not 
make recommendations at that time because the changes they had 
made and we had not tested those changes. 

We also have current work that is in process where we are out 
at almost 90 plants doing follow-up work related to work we have 
done with risk-based inspections, as well as pre-slaughter activi-
ties. We are testing those connections again, and if there are other 
issues that need to be raised, we will be raising those with FSIS, 
we are completing that field work right now. 
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BEGINNING FARMERS AND RANCHERS PROGRAM

Mr. VALADAO. Thanks. Agriculture plays a large role of the econ-
omy in my district, obviously. Unfortunately, given the rural na-
ture of my district, as well as economic constraints caused by many 
factors, one major one being the ongoing drought in California, 
many small farmers are being forced out of businesses. Just the 
other day, I heard from a constituent faced with the stress of sup-
porting his young family, who had concerns over the cost of start-
ing his own farm and the difficulty of staying in business. 

Programs like the Beginning Farmers and Ranchers Program 
that provide education and training, as well as other programs at 
the USDA, play a vital role in ensuring a new generation of farm-
ers is ready to take on the challenge of feeding the Nation and the 
world.

Again, in your semiannual report, you have indicated that the 
USDA cannot ensure that the $3.9 billion for beginning farmers as-
sistance in fiscal years 2012 and 2013 has achieved effective and 
measurable outcomes. 

Aside from the meetings with stakeholders and the unveiling of 
the new website, what recommendations do you have to help USDA 
ensure that programs for beginning farmers and ranchers can suc-
ceed?

Ms. FONG. Yes, we recognize that that is a significant initiative, 
both on the part of this Committee as well as at the Department, 
critical initiative. I think our audit report pointed out that the 
challenges that the Department faces implementing the programs 
stem from a very basic need to have a strategic approach to deliv-
ering the programs, and then making sure that implementation is 
funneled through all of the individual agencies within the Depart-
ment. That was a challenge early on, this administration has recog-
nized it, as you point out, and they have now started to pull to-
gether to ensure that there is closer cooperation within the Depart-
ment.

Gil, you may want to add some comments. 
Mr. HARDEN. That is essentially the message that we got coming 

out, there was a serious lack of coordination, because you had four 
or five different agencies out there basically doing their own thing. 
And what was recognized as we were doing that work was the need 
for coordination as we were also raising the question with them. So 
they have agreed to go out on a coordinated approach, and we just 
have to see with follow-up if they can follow through with it, be-
cause this is an issue that was raised much earlier on by GAO in 
two prior reviews. 

Mr. VALADAO. Thank you. Chairman, I yield back. 
Mr. ADERHOLT. Mr. Bishop. 

WIC AND SNAP FRAUD

Mr. BISHOP. Thank you very much. Welcome back, Ms. Fong, and 
your able assistants. Congratulations to you, you continue to do an 
admirable job, you are certainly one of the stellar offices in our gov-
ernment, and we appreciate that very much. 

You mentioned the fraud investigations with SNAP and WIC. 
Over the past few years, as you know, I have had a continuing in-
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terest in the management challenges which many of our States 
have faced in the administration and management of WIC and 
SNAP. For example, in Georgia, we face several major challenges 
managing the WIC and the SNAP program, which, thankfully, we 
have been able to successfully work through and have now re-
solved.

I notice in your fiscal year 2017 budget justification that your of-
fice has joined with the Food and Nutrition Service, as well as 
State and local partners, on the Joint SNAP Initiative, which in-
volves a multifaceted approach to combat SNAP fraud and the 
criminal and administrative action against both retailers and cli-
ents who engage in SNAP trafficking. 

Can you just discuss briefly some recent developments on that 
front?

Second, I am pleased that you are working with State and local 
governments on fraud issues, but can you tell me if there have 
been any discussions on possible initiatives, which could possibly 
assist our State and local partners in improving the actual man-
agement and oversight practices with regard to SNAP and WIC, 
rather than focusing just on fraud. Given our State’s experience, I 
would urge both OIG and FNS to explore the development of best 
practices, or some preventive measures, including program train-
ing, guidance and other measures which could assist the State 
agencies in advance and avoiding certain pitfalls in their steward-
ship of SNAP and WIC funding. Is that something that you can do, 
and if so, I would like to request that you really, really consider 
doing that. 

It seems like it would be a win-win for everybody, and save us 
a lot of administrative time and you a lot of investigative time, 
and, of course, it would make the programs work better for the peo-
ple who are recipients of those services. 

Ms. FONG. Thank you for your question, Congressman. I am 
going to ask Ann to offer some comments on our SNAP Initiative 
with States, but I want to just make a few comments, first, on your 
suggestion about management practices in the SNAP and WIC pro-
gram and how we can work in a more proactive way to improve the 
management of those two programs. We take effective management 
of those two programs very seriously. We agree with you that to 
the extent that we can improve the management, we can avoid im-
proper payments and fraud or, at least, start to address fraud. 

A number of the audits that we recently issued, I think, point out 
the way to the States in areas where they can actually do a better 
job. I am thinking, in particular, about the QC, the quality control 
process in SNAP, a very significant report we issued this past year, 
which points out a number of areas where the States could do a 
better job of determining eligibility right up front. 

Similarly, in the school lunch and breakfast programs, we have 
similar kinds of findings. And in the WIC program, as you men-
tioned, we did an audit a year or 2 ago which talks about how the 
States can perhaps do a better job of ensuring that their recipients 
get the most benefit for their dollar. So I think we have a record 
of some very good recommendations, and we are working with FNS 
to make sure those get implemented. I also wanted to give Ann a 
few moments on SNAP—— 
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Ms. COFFEY. Just a few comments on the SNAP Initiative. That 
was intended to partner the Office of the Inspector General special 
agents with State and local law enforcement agencies to use best 
practices, to share and identify ways we can better combat fraud 
in a partnership. So we have three locations within the Initiative 
that are currently ongoing. We have one that was initiated in the 
State of Washington, we have one that is currently ongoing in Los 
Angeles County, and we have one that we just recently initiated in 
October of this past year in the District of Columbia. These are 
areas that were identified by FNS as areas where, perhaps, there 
needed to be a greater focus on the client side, on the recipient side 
of the fraud. 

Within investigations, we typically focus on the retailers, because 
that is the direct funding from USDA to the retailer. Whereas, the 
States are administering the recipient side. So this is really more 
of a multifaceted approach to try to address the fraud on both 
sides, both on the client side, as well as on the retail side. Those 
investigations are currently ongoing, so I am somewhat limited as 
to what I can offer from the results perspective, but we would be 
more than happy to provide that information to you when we are 
drawing them to a conclusion. 

Mr. BISHOP. Yeah, but when you go with a client, if the adminis-
trators, the management team were on their game in the begin-
ning, then the clients would not be able to commit the fraud. If 
they have best practices, and they are employing best practices, it 
seems like it would prevent the fraud from occurring. 

Ms. COFFEY. I think probably from the perspective that really 
goes to the eligibility issue, relative to the clients. And I do believe 
that most States, and Gil can correct me on this focus, much of 
their funding on the front end looking at the eligibility as opposed 
to the fraud side. And so, with respect to being able to engage— 
it would be difficult for us to say that individuals who are legiti-
mately eligible to receive the benefits would not still traffic poten-
tially. I don’t think we have enough information to be able to say 
it that on the investigation side of the house. 

Mr. BISHOP. So is there an education program to make recipients 
aware of the penalties that would result from trafficking? I mean, 
it seems like an education program, warnings, when people are 
being processed and when they receive their benefits, that there 
ought to be some communications that—some admonitions, would 
that not be a helpful practice, a best practice? 

Ms. FONG. I think that is a very good idea and we will follow up 
with FNS to see what we can partner with them in terms of raising 
awareness, and making sure that people are well-informed. 

Mr. BISHOP. Thank you. I think my time is up. 
Mr. ADERHOLT. Mr. Palazzo. 

OPM COMPUTER SCHEDULE

Mr. PALAZZO. Thank you, Mr. Chairman. Ms. Fong, thank you for 
your testimony. A couple of things interested me greatly in your 
testimony, I was curious if you could elaborate on some of them. 
As you are aware, the OPM breach that occurred last year was 
devastating, and affected employees across all branches and agen-
cies of the Federal Government. Many of our own staff were swept 
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up in this unprecedented security failure. What effect did this 
breach have on USDA employees, and specifically, as critical infor-
mation, like program beneficiaries and other sensitive information? 

Ms. FONG. Yes, you raise a very good question. When the breach 
occurred, we immediately asked ourselves, what is going to be the 
impact on USDA? And we were thinking about it in a number of 
ways, we were thinking about it both in terms of individual em-
ployees, as well as program participants, systems within USDA, 
what are the vulnerabilities and what do we need to do? And, you 
know, I think you are right, many of the USDA employees were af-
fected personally, and OPM has got the lead in terms of dealing 
with that issue. Where we focused our attention was on sitting 
down with the Department, the Chief Information Officer, and with 
the policymakers to say, look, these are the issues we have seen 
at USDA over the past few years in the area of Information Tech-
nology security. We have seen vulnerabilities, we have consistently 
reported these vulnerabilities, here in a package is what we are 
seeing overall, and these are the issues we think you really need 
to be focusing on, because I think we all recognize that these 
threats are not going to go away. We believe that we have a good 
dialogue with the CIO’s office and with the policy level at the De-
partment. And we believe progress is being made. Of course, there 
is always room for more progress. 

Mr. HARDEN. To build on that, I mean, we do have a very strong 
relationship with the CIO’s office, with the current one as well as 
the former one. But as Phyllis said, we talked to the new CIO 
when he came in to identify the different things and we meet with 
him periodically just to hear how things are going and make sure 
that we stay on top of stuff. 

Mr. PALAZZO. Going forward, do you all have a plan for, perhaps, 
preventing something like this from taking place again, or are 
there just a lot of identified weaknesses waiting to be closed? Do 
you feel like you have closed that technological gap, or are we still 
at risk? 

Ms. FONG. Let me offer a few comments, and Gil, you might 
want to jump in. The challenge that we have at USDA as that the 
Department’s IT security profile is not good, and we have reported 
that for many years. In order to really turn the corner on that, and 
to put the Department in a good position, it is going to take a lot 
of effort, not only at the department CIO level, but at the indi-
vidual agency level, because individual agencies within USDA are 
responsible for their internal security measures. And what we are 
seeing is that some agencies are better at this than others. There 
needs to be a really focused look across the Department, every 
agency needs to get into basic compliance with the IT security re-
quirements that the government has, until that is done. And that 
will take some time, some time and effort. We just need to keep 
the focus on. Gil? 

Mr. HARDEN. Yes, and what I would say is over the past couple 
of years we have made progress at the Department level where 
they have now started getting the policies in place that they need. 
It now turns to the agencies, as Phyllis said, to take policies and 
implement those at the agencies. There are over 30 agencies at the 
Department that all operate their own IT systems and so it does 
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take a while. But our annual IT security reviews with FISMA 
touch on this and bring it forward every year. There are a number 
of open recommendations that have not been closed, and we con-
tinue to work with OCIO to address those as well. 

Mr. PALAZZO. Is there any form of a whip or carrot type of incen-
tive to make the functional managers take this seriously? I mean, 
I know cybersecurity is a huge issue now, and it has been a huge 
issue, and we have talked about it, and we started whispering 
about it, and now we are screaming about it. It is ongoing; we 
know there are bad actors out there that, for whatever reason, are 
probing and trying to hack into our information. It varies, I guess, 
depending on country. 

Is there a whip or carrot? I mean, the one thing that I have seen 
a lot of the government, it just seems like there is no means to 
punish poor behavior or irresponsibility. I mean, people get written 
up, you get written up enough, you get transferred to another agen-
cy, but you are really not punished. I am just curious, is there a 
whip or a carrot that has it been adopted into the methodology of 
the Department? 

Mr. HARDEN. The way the CIO is structured as I understand the 
underlying legislation, there isn’t that whip and carrot that the 
CIO at the Department has over the CIOs at the agencies, so there 
is a lot of education and encouragement. 

As the OPM breach occurred, and we were talking to the Depart-
ment, and we were briefing the Secretary on the issue. One of the 
things that he is using now is a scorecard, and we have seen his 
scorecard. He gets information on a weekly basis in terms of how 
agencies are doing on IT security. And so we continue to monitor 
that to see—and he uses basically a red-, yellow-, green-type score 
to see if people are getting better, and that is their way of moni-
toring it. 

Mr. PALAZZO. You mentioned 30 different CIOs. Have you 
thought of data consolidation at any point? Is that, perhaps, a rec-
ommendation? I know the Department of Homeland Security has 
done an extremely good job and their information is extremely sen-
sitive. And I haven’t heard any of their data being breached. I am 
just curious if that is something that you all thought about? 

Mr. HARDEN. I know we have had some discussions, I would have 
to go think the depth of those discussions that we had. Because I 
know the Department has done some things, I am just not well- 
versed on those. 

Mr. PALAZZO. Well, as large as our government is, there is al-
ways a best practice out there. So hopefully, you all can find a best 
practice and not recreate the wheel. So with that, thank you. It is 
always good to have a fellow Mississippian, especially a fellow CPA 
testifying in front of us. Thank you, Mrs. Fong. 

Mr. ADERHOLT. Ms. Pingree. 
Ms. PINGREE. Thank you very much, Mr. Chair. Thank you so 

much for being here today and for the work you have been doing 
in explaining to us today. 

SCIENTIFIC INTEGRITY

Last March, the USDA received a legal petition from the Public 
Employees for Environmental Responsibility requesting that the 
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USDA adopt policies that would protect government scientists who 
question the health and safety of agricultural chemicals. Then Reu-
ters reported that USDA scientists were having their work 
censored or suppressed, especially when it related to 
neonicotinoids, or glyphosate, and especially when it conflicted with 
agricultural industry interests. In May of 2015, your office received 
a letter from advocacy groups urging you start a thorough inves-
tigation into these reports of censorship. The letter mentioned some 
scientific evidence about linking glyphosate with the destruction of 
milkweed, which is obviously the primary food of monarch butter-
flies. I do not have to tell you all of this, but there is certainly a 
lot of concern about the decline in monarch butterflies. And while 
it would be unthinkable that there would be any kind of censorship 
at the Department, if it was also having an effect that was detri-
mental to protections for pollinators, I think that would be even 
more of concern. 

So, did the OIG respond to the respond to the request letter? Will 
there be an investigation about the reported censorship of USDA 
scientists? Will you make the information publicly available? 

Ms. FONG. Let me offer some comments on that, and then Gil 
might want to offer some. You are right, we have been made aware 
of the concerns of research scientists. We received the letter and 
our hotline has received complaints as well. This is an issue that 
is very troubling, and we certainly take it very seriously. We have, 
as you know, a lot of work going on right now at U.S. MARC, 
which raises similar kinds of concerns. And so, given all of that, we 
have looked, and we have an audit in our plan to assess whether, 
or to what extent there is any basis to these concerns on the part 
of research scientists. I think we are formulating an approach right 
now. But we plan to do that work this year. Certainly when we do 
our work, it will become publicly available when we are done. 

Ms. PINGREE. So I guess you haven’t started the process, but you 
are taking it seriously. Is that what you are saying? 

Ms. FONG. We have a commitment, it is in our audit plan. 
Mr. HARDEN. I can go a little bit further than that. I do have a 

team that is assembled that is currently looking at the information 
that has been received and trying to figure out an approach as to 
how we are going to go about looking at it. So yes, it is something 
that, if we have not opened it already, it is to be opened in the very 
near future. 

Ms. PINGREE. So the timeframe is soon? 
Mr. HARDEN. For opening it, yes. 
Ms. FONG. Our audits typically take 6 months to 12 months to 

complete, depending on the methodology. And in this case, to as-
sess the viability of those concerns, it might require us to use a 
slightly different methodology than we use in normal audits, which 
is why we just want to spend some time thinking about how to best 
assess those issues. 

Ms. PINGREE. So without getting too detailed, are you looking at 
the censorship aspect? The whistleblower aspect? Or are you taking 
a comprehensive look of what is going on here? And were you say-
ing in your answer to me that you had some of the similar concerns 
at the MARC? 
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Mr. HARDEN. Yes, none of those issues are off the table as we ap-
proach it. We are looking at all the different issues that are raised 
in the complaints, the letters that are raised to us, to see if those 
are issues that we can actually go out and figure out a way to ob-
jectively evaluate them. Usually where we do not take on issues 
where we cannot see that we can do an objective review of them. 
But that is all in part of setting up the approach, and there are 
a number of scientists that have made complaints. We want to con-
sider, is there a way possibly of surveying the community to find 
out what people’s thoughts are. 

Ms. PINGREE. I guess one last question. Just historically, has this 
been a problem before, or are you saying this just started to hap-
pen over a period of recent time? 

Mr. HARDEN. This is the first that I am aware of it. 
Ms. FONG. You know, we may have, in the past, received indi-

vidual or isolated complaints, but this is the first that we have 
seen a significant volume, which is why we are taking it seriously. 
And we would be very happy to brief you or your staff, once we de-
termine our methodology, on our scope, methodology and time-
frames.

Ms. PINGREE. Great. That would be very helpful, and I would ap-
preciate that very much. Thank you, Mr. Chair. 

Mr. ADERHOLT. Mr. Yoder. 

FARM BILL

Mr. YODER. Thank you, Mr. Chairman. Ms. Fong, thank you go 
for joining our Committee today. I want to ask you a couple of 
questions about the farm bill implementation, topics that have 
been raised in this Committee before. I would like just to get an 
update on some of the SNAP savings that were agreed to as part 
of the farm bill compromise. We spent the morning talking some-
what about the error rates, and that has been very instructive. 

I am also interested in the over $8 billion in savings that were 
expected to come from closing the heat-and-eat loophole that 17 
States were exploiting that was the central part of the farm bill 2 
years ago, in which there were about $23 billion in savings total, 
the vast majority which came from cutting programs to farmers, 
agricultural producers, and families. And the other portion was 
savings that were achieved by eliminating the heat-and-eat loop-
hole, which is where States were essentially using federal dollars 
to trigger additional food stamp benefits that folks were not eligible 
for. So Congress fixed that in a broad, bipartisan deal and was sup-
posed to save $8.5 billion. 

It became clear shortly thereafter that States would just meet 
the new threshold, which was $20 as opposed to $1.10, and so the 
savings may not have been achieved. Can you update us on where 
the savings would be on that? 

Ms. FONG. I am just conferring with Gil. I don’t believe that we 
have looked specifically at that issue to determine whether or not 
savings have been realized. 

Mr. HARDEN. We can take that up as part of our planning. 
Mr. YODER. Well, I just think you are the Inspector General of 

the USDA, and the implementation of the farm bill is a key part 
of what the USDA is doing, and a key part of that is savings that 
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were to be achieved in what was a lengthy debate on the House 
floor, and all sides coming forward to say we have got to have def-
icit reduction, and we are still running a half trillion dollar deficit 
in this country. And it wasn’t much, but $23 billion in savings over 
10 years, and I guess I would like a report from you to this com-
mittee on how much we have actually saved and whether those 
savings have been realized. If not, what has occurred, and beyond 
just the error rates in SNAP, what about the intentional efforts by 
certain States to exploit a loophole to draw down greater federal 
dollars that Congress intended to fix. 

[The information follows:] 
Response: Upon review of this request, OIG determined that further discussion 

with Committee staff was necessary. As such, we will be working with Committee 
staff to adequately address Chairman Aderholt’s question. 

Ms. FONG. We will be happy to look into that. 

ERROR RATES IN FNS PROGRAMS

Mr. YODER. Now, along with that, there have been discussions 
about SNAP error rates, and you mentioned the WIC report, and 
we discussed that in this committee before and error rates there. 
I note there is also a significant set of error rates in the school 
lunch program. I think by a USDA study, 1 in 5 children were cer-
tified in the wrong category, it is 20 percent. Seventy percent of the 
errors in certification involved overpayment. So I am assuming 
that is Federal overpayment to States, and 30 percent was under-
payment.

So I guess we seem to keep hearing these same things over and 
over again, year after year, whether it is WIC, SNAP, the student 
lunch program, to the tune of billions and billions and billions of 
dollars. And quite often, I hear from Ms. Fong when you appear be-
fore this committee, that it is related to States improperly applying 
the categories uniformly across the country. 

And so, I guess I would want to know, are we just to accept this 
reality? It is kind of along the question Mr. Palazzo was asking, are 
we to accept the results, or are there things you would recommend 
to this Committee that we would be able to do that would penalize 
States that are not applying to the standards appropriately, or pe-
nalize the USDA by reducing these programs by the amount of 
these error rates? 

I think everyone understands there might be a small error rate, 
but when you are talking 20 percent in some cases, that is just un-
acceptable to any of our constituents, and we want to make sure 
that the dollars you are spending go to the people who need it and 
deserve it. And if it is going to the wrong people and it is not get-
ting to the right people, and we are wasting taxpayer dollars. And 
I don’t think there is a Democrat or a Republican constituent in 
this country that wants to see their hard-earned tax dollars wasted 
or improperly paid. So it is a concern I think we all share. What 
are we to do about it? 

Ms. FONG. You raised some very good points on improper pay-
ments, and you also mentioned our SNAP report, which we just 
issued on quality control, where we point out specifically things 
that the States were doing that did not comply with Federal policy 
and resulted in overpayments, a rise in improper payments. 
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We have some very specific recommendations to FNS on how to 
fix that. Very specific in terms of the use of third-party contractors, 
in terms of their eligibility determinations, how they should quality 
control; and we have recommendations to FNS itself on what it 
should be doing to change the system. I think we made 19 rec-
ommendations. One thing that could be done would be to keep a 
very close eye on how the Department responds to those rec-
ommendations. If it agrees to what we are saying, then we should 
be keeping a close eye on whether or not it gets implemented, and 
whether that is effective, can that be measured? And if the Depart-
ment does not agree, then we should be having a very broad and 
robust debate on the reasons for the disagreement and how do we 
go from there. 

Mr. YODER. Well, I just think the recommendations are helpful, 
Ms. Fong, but quite often, we hear the same thing from the officials 
when they come before the committee that they are in the process 
of implementing them. We see the same error rates year after year. 
You do a study every 5 or 6 years, you get sort of the same thing. 
And I guess at some point, either we are just going to come to ac-
cept that we just have 20 percent error rates in some of these pro-
grams and we waste money, or we are going to have to get serious 
about it. And I guess this Committee, in particular, may need to 
take States to task that are refusing to follow the rules and reduce 
the support. Because I don’t think we can continue to just send dol-
lars, and you make recommendations and positions change, people 
change, Members of Congress come in and out, but taxpayers con-
tinue to foot the bill. 

Mr. HARDEN. One additional thing I would add in terms of spe-
cific recommendations, as part of the compliance work on improper 
payments last year, it was the fourth year in a row that the De-
partment hadn’t met requirements for improper payments. For sev-
eral programs from FNS, child and adult care feeding programs, 
school lunch, school breakfast, I think there was a WIC piece to it. 
They were required to put forth proposals so that they can get the 
error rates lower. As part of the current work that we are doing 
right now, we are looking at the proposals they put forward in 
order to make the changes. So we may have some additional rec-
ommendations as we close that report, which is expected in May. 

Mr. YODER. Well, one day I would love to have this hearing with 
all of you and have you come back and say we made these rec-
ommendations, they were implemented and it went from 20 per-
cent to 5 percent, and we saved billions of dollars for taxpayers, be-
cause, otherwise, why are we even going through the exercises? 
With that, Mr. Chairman, I yield back. 

Mr. ADERHOLT. Mr. Young. 

STATE IMPLEMENTATION

Mr. YOUNG. Thank you, Mr. Chairman. Thank you for being here 
today. I want to dovetail on something Mr. Bishop, my colleague, 
was talking about, and you had a conversation with regarding rec-
ommendations for States to do a better job with certain programs. 
Do you follow up and watch if the States are actually implementing 
these recommendations? Do you track that in any way? Do you see 
progress there? Just talk a little more about that. 
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Ms. FONG. In terms of our general audit process, and this is just 
at a very high level, when we issue an audit report, we make rec-
ommendations, we have findings, and the Department engages 
with us, and ultimately, either agrees with us or doesn’t agree. If 
they agree with our recommendations, there is a whole process by 
which they are expected to take corrective action, and then to re-
port, when they are done, so that we have a record of the fact that 
they have reported that they have finished corrective actions. 

Mr. YOUNG. How often do they make corrective actions? What 
are the odds here? 

Ms. FONG. Well, I don’t have the specifics, we can certainly get 
that.

Mr. HARDEN. Yes. 
Ms. FONG. Generally speaking, the Department has a good 

record of agreeing with our recommendations. They generally 
agree, ultimately, with what we recommend. The corrective action 
piece of it may take them a little longer to implement, depending 
on how long they are going. 

Where I think your question is going is do we, or does somebody 
then come in and verify that the action has actually been taken, 
and has it been effective in dealing with the underlying cause. And 
in some areas, when we plan our audit work, usually a few years 
after the initial audit, we will go back in and we will look to see 
how those corrective actions are going, did they really work? For 
example, right now, we have work in food safety, FSIS, where we 
are going out following up on some very significant recommenda-
tions we made about 5 or 6 years ago, to make sure that everything 
is working the way we think it should be, or the way the Depart-
ment thinks it should be. But it does—we can’t do that on an an-
nual basis, we do it as we plan follow-up work in the different pro-
gram areas. 

Mr. YOUNG. You mentioned it takes about 6 to 12 months to do 
an audit investigation, depending on methodology, of course. About 
how many audits investigations do you do annually? 

Ms. FONG. Well, last year we issued 34. 
Mr. HARDEN. Thirty-eight. 
Ms. FONG. Thirty-eight audit reports. And Ann, do you have the 

figure for investigation? 
Ms. COFFEY. So we track it a little bit differently. So we look at 

how many open investigations we have, and on an average—— 

INVESTIGATIONS PROCESS

Mr. YOUNG. That was my next question. How many then are not 
finalized and are still open? How long is your list for that kind of 
thing, and how do you prioritize? 

Ms. COFFEY. Well, for investigations, we are a little bit different. 
Our timeframe is a little bit longer than it is for audit. Our inves-
tigations can take anywhere from 18 months to 2 years to come to 
fruition, because we are dealing with a number of judicial actions 
that have to take place. We go from a field work stage to prosecu-
torial stage, to final sentencing in our investigative work. 

So we do not have a finite—we are not able to say ‘‘finite,’’ we 
have closed X amount of cases. On average, we have probably 
about a thousand investigations that are open annually, so each 
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day is different. So you may close an investigation one day and 
open an investigation. So it is hard for us to put a specific number 
the way that audit does. 

Mr. YOUNG. And they are all made public? 
Ms. COFFEY. Our investigations are not made public. 
Mr. YOUNG. OK. Where do your investigations come from? Is it 

internally you see something that needs to be analyzed? Is it from 
public pressure and advocacy? Is it from Congress generally? How 
do you decide what to investigate? 

Ms. COFFEY. So with respect to how we get our investigative alle-
gations, they come from a number of those locations you just iden-
tified. We get them from the public, we get them through OIG hot-
line, we get them from referrals from the actual USDA agencies as 
well. And so, we have a number of steps that we look at to deter-
mine what we are going to pursue. It is a resource issue, it depends 
on the ability for us to pursue a criminal prosecution. 

A lot of our decision factors on can we get a case prosecuted? Are 
there administrative remedies that we can take if we do not take 
the investigation, if we are not able to open it? So we do get them 
from a number of different locations, and we have to assess each 
allegation that comes in to make that determination. 

AVIAN INFLUENZA

Mr. YOUNG. OK. And one final question. We saw the avian influ-
enza, the bird flu, destroy the livestock industry throughout the 
north, the south, even in the west. I wonder if the OIG, if you folks 
conducted an audit of the USDA’s response to avian influenza, the 
outbreak, including their surveillance-coordinated response. And if 
you did, if you worked with the State and local stakeholders as 
well. And if you didn’t do one, would you consider doing so, because 
this is going to happen again? 

Mr. HARDEN. That is a topic that came up in our planning. Be-
fore we initiated, as we do with all of our work, we coordinate with 
GAO in terms of what their objectives and what they have in proc-
ess. A number of the things that you mentioned, they are already 
covering. And so, the position that we have taken right now is let’s 
see what GAO does, because their scope was fairly broad, there 
wasn’t anything to pick apart to do ourselves and see if there is 
anything else we need to do down the road. 

Mr. YOUNG. OK. I would like to have further conversations with 
you all on that issue. Thank you very much. 

Ms. FONG. Let me just mention that we did do two audits of 
avian influenza and pandemic flu back in 2008 and 2006. So we do 
have a record of work in this area, and we are constantly moni-
toring it to see if it is an appropriate time for us to go back in, so 
we will be happy to talk with you more. 

Mr. YOUNG. Thank you very much. Thank you, Mr. Chairman. 

SNAP

Mr. ADERHOLT. Thank you. I want to follow up a little bit more 
on the SNAP issue. Back in September, the OIG released a report 
that examined FNS quality control process for SNAP, and the error 
rates found that SNAP error rates had been understated. This ad-
ministration has been quick to point out that historically low SNAP 
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error rates, even though the participation rates have been at record 
high levels, the OIG, however, found serious concerns with the 
quality control process and calls into question these low error rates. 
What I wanted to ask you is to briefly tell us what OIG’s findings 
were in the report, and what was of particular concern with the 
FNS process? 

Ms. FONG. I will just offer some broad comments, and then Gil 
has all the specifics. We initiated this audit partially in response 
to concerns raised by this subcommittee, because I know that there 
have been questions as to whether the rate of improper payments, 
and the rate of fraud were accurate. And, so, we started this work 
and we focused on the quality control system in SNAP. We had a 
number of findings as we have been talking about. We noted that 
the use of third party consultants by States was problematic, and 
perhaps was not as envisioned by FNS itself. We noted that FNS’s 
oversight of the quality control process was not as good as it should 
be.

We also found that the BBCE, the broad-based categorical eligi-
bility provisions, raised questions because it appears that SNAP’s 
practices and policies are not in accordance with SNAP regulations, 
and that raised an issue of concern to us, that there appears to be 
a different approach being taken in actuality than is envisioned in 
the regulations for the program. 

And then we also raised a question about the conversion factors, 
the mathematical conversion factors for people whose benefits are 
being calculated on a weekly, biweekly or monthly basis. I believe 
when we issued the report, FNS agreed with some of our rec-
ommendations; they did not agree with all of them. We are con-
tinuing to work with them on some of these issues. We are making 
progress. Gil has a much more up-to-date view on that. 

I will turn it over to you to add some comments. 
Mr. HARDEN. Yes. In terms of the progress, when we issued the 

report in September, we had an agreement with 10 of the 19 rec-
ommendations. Just this past week, we got agreement on three 
more, so we continued to work with FNS and talk about what dif-
ferences are, or if there are differences or a way forward, and 
whether we need to elevate the recommendations for decisions by 
higher people, either the Under Secretary or Deputy Secretary, 
that is just the basic process we use. But there was a lot of agree-
ment between us and FNS about how the process was working or 
not working. 

Phyllis mentioned the third-party consultants and error review 
committees. They were being used to help mitigate the errors as 
opposed to really point them out. And the two-tier structure of hav-
ing the States do a sample, and then FNS do a sub sample, we 
raised questions with FNS as to whether that was really an objec-
tive or did it have some conflict of interest in it, because you have 
States wanting to lower their error rate, so they get the bonuses, 
as opposed to having higher errors and maybe get penalties. So we 
have asked them and they agreed to take a look at that. 

Taking a look at how the States were implementing the policies 
just like Phyllis said, there were things the States were just doing 
that wasn’t in accordance with what FNS had expected them to do. 
We also found FNS wasn’t providing the right oversight, so they 
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wouldn’t be aware, or if they were aware, that they took action to 
correct, the actions being taken by State officials. At the FNS level, 
we saw that they weren’t doing the type of review that they said 
that they were going to be doing in terms of thoroughness of the 
review, and really following up and looking completely at the case 
file. We found instances where they were just relying on what the 
States told them, or they got pieces of information, but not all in-
formation.

So those are just some of the things that were really broken with 
the process that there has been agreement in terms of needs to be 
fixed and moving forward. Some of the more contentious ones were 
the BBCE issue. But there, again, it is like Phyllis describes, we 
are not trying to say one way is right or wrong, it does appear to 
be inconsistent with the underlying regulations. We feel like the 
General Counsel’s office of the Department needs to opine on what 
is the right opinion on that. 

Mr. ADERHOLT. There may be an obvious answer to this, but the 
methodology used to formulate the report and the OIG’s under-
standing of the FNS process has been questioned by some, but do 
you believe that the OIG has adequately and properly evaluated 
the FNS quality control process? 

Mr. HARDEN. I would say, yes. I mean, we approached it how we 
do any other review. We go out; we learn how the process works; 
we interview people and look at documentation. When we were 
learning how things worked for this program at the national and 
the regional level, at the State level, there were people from FNS’s 
national office that were with us participating in those interviews. 
We looked at, I think, 140 case files. We tried to make sure that 
we were looking at things as objectively as we could. So we made 
sure that we picked not just big States, but we had big States and 
small States just to see how things would work. And we were in 
a number of FNS regions to see how it was done nationally. 

Ms. FONG. Let me just offer a comment on that. We are human, 
we are human beings, and there is a degree of judgment that we 
exercise under the audit standards, and so, we are not saying we 
are infallible. And certainly, during the process of our audits, we 
learn a lot of things we may not have known previously. And so 
we are open to discussion and reasonable dialogue back and forth. 
I just want to say that, because we certainly don’t want to say that 
we are always 100 percent accurate every time. 

But I will also say that we are subject to peer review every 3 
years by another OIG, as is required by law. And we have just re-
ceived our peer review opinion, it is a clean opinion. HHS OIG 
came in and said that our work complies with professional stand-
ards. And so in that sense, we are following professional standards 
in terms of evidence and support and independence. 

Mr. ADERHOLT. Thank you. Mr. Farr. 
Mr. FARR. Thank you, Mr. Chairman. I just feel I want to com-

ment here. I have been in Congress for 23 years, and it seems to 
me what we fail to do, particularly on this committee, because we 
are dealing with these big expenditure programs that really involve 
people. I mean, SNAP is an adults program, and school lunches are 
the kids programs, big expensive programs. I think we dwell on 
these issues of error rates, which I think it is important to do, but 
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we get so caught up in that, that we forget to look at sort of best 
management practices. We ought to be just—we ought not be— 
when we cut, squeeze and trim on the programs, because we get 
angry with what happens in errors, is that then the people that get 
cheated at the end are the kids, particularly in the school lunch 
program.

This really doesn’t go to you, it just goes to the committee, and 
what I hope we might, you know, concentrate in the future is, how 
did we find best management practices? I have watched the way 
we give Social Security, we don’t have people having to come in 
and prove every year that they are qualified for Social Security. 
When we put people in the military, we don’t—when they go to 
feed them, we don’t have a difference between officers and enlisted 
personnel. When we have kids at school, we never have a means 
test to get on the bus or a means test to check out a library tape. 
But when you go in that cafeteria, we have seven different feeding 
programs.

And the families, first of all, have got to prove that they are poor. 
If you have ever seen that list, and if you don’t speak English, it 
is going to be impossible to fill it out. They have all kinds of ques-
tions about your assets and things like that, capital investments. 
Those are words that people don’t even understand what they 
mean. And I think what we do is we put all the emphasis, if you 
are poor, you have got to prove it, and you have to prove it all the 
time, and when we really know where poverty exists. 

I mean, my school district complains that every year, we have to 
go through this incredible bureaucracy of filling out all this paper-
work. We have been a poor school for 40 years, we are the poorest 
part of town. It has not changed. And Vilsack was here yesterday 
saying America’s poverty has not changed, it has not shifted 
around, it has not moved. It is at the same place it was when we 
started the war on poverty. 

And so I would hope that our Committee would think big about 
and really pressure our agencies to look at recommendations for to 
you come in with best management practices. I think we get in— 
it is so easy, particularly in a school feeding program, I have been 
very involved in that, to find error rates, because if you go in and 
talk to the people in the feeding program, they say we have to as-
sure every single day, we have to account that the kids who are 
getting the free and reduced meal are the poor kids, not the hungry 
kids, the poor kids, because if your family has more money, you 
may be hungry, your family may be dysfunctional, not preparing a 
lunch for you, not giving you money, and yet, you go to school real-
ly hungry. 

So what happens is the school chips in and carries these kids. 
Indeed, if they feed them, that is an error. So, I mean, what is 
wrong with feeding hungry kids? I would think that we ought think 
about how we are going to manage people, I think the SNAP sys-
tem, is big, big stuff, but it is based on a debit card, why don’t we 
have a debit card for kids, or barcode this stuff, so that they can 
report back. 

I hope our Committee will start trying to clean up, in essence, 
poverty programs that make it very expensive to manage. Our 
Food for Peace program is the most expensive food in the world. 
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We ought to be able to give those countries money to develop their 
own agriculture economy. Anyway, that is just my high horse, be-
cause we are looking at stuff, I thought I would say it. 

APHIS

But let me ask you here about—in December 2014, you issued a 
disturbing report on APHIS oversight of research facilities compli-
ance with the Animal Welfare Act. This is your fourth highly crit-
ical report of APHIS’ animal welfare work since 1992. Among the 
findings in the 2014 report, you said that since 2001, APHIS con-
ducted at least 500 inspections on 107 facilities that had not even 
had any animal activities for more than 2 years. APHIS did not fol-
low through its own criteria when it closed at least 59 cases, in-
volving grave or repeated animal welfare violations. Penalties were 
on the average of 86 percent below the statutory maximum level. 

Some of the other findings, some of APHIS’ veterinarians and in-
stitutional review boards were not adequately monitoring experi-
mental procedures on animals. APHIS is our cop on the beat for 
animal welfare. And we have 1,000 registered research facilities 
with nearly 1 million animals used in research. So if the budget for 
the animal welfare, which, in my view, is unconsciously tied in, it 
is only $28 million out of a $871 million budget for the agency. And 
with these minimal funds the responsibility to oversee animal 
breeders, dealers, exhibitors, as well as research facilities. And so 
my question to you is what needs to be changed to allow APHIS 
to fully implement the animal welfare regulations? 

Mr. HARDEN. As you said, we have looked at this a number of 
times, and we have made recommendations for them to improve 
the practices. I think I would have to go back and think about, 
from a budgetary angle, I know that when we talked to them, we 
know that they are operating within certain constraints. So we are 
trying to work with them to operate to the best they can with what 
they have got. But every time that we go in and look at the animal 
welfare issues, there is something to report about. We are currently 
looking at animal welfare from the standpoint of marine mammals, 
specifically the orcas and the dolphins, based on a request. And we 
will consider that question as we approach that as well. 

Mr. FARR. The question, maybe, if we get back to see what you 
can pull up on how we need to change to allow APHIS to fully im-
plement the Animal Welfare Act. It may mean more money, but it 
may mean other things, and I would appreciate your recommenda-
tions.

Mr. ADERHOLT. Mr. Yoder. 

UNDER SECRETARY FOR TRADE

Mr. YODER. Thank you, Mr. Chairman. Ms. Fong, back to the 
issue of the implementation of the farm bill. Are you familiar with 
the 2014 farm bill provision that directed the USDA to create an 
Under Secretary for Trade? And do you have any understanding of 
where that is? I know we are spending money, I think we allocated 
$1 million so that the Secretary could study this issue. And the 
Secretary said it is not an easy task, they want to take some time 
to keep studying and spending money. It has been a couple of 
years. I didn’t know if your agency had done any review of that, 
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do you have any sort of information that would help us understand 
the status of that? 

Ms. FONG. No, I think you are right. I am aware of the provision, 
and I think the Secretary probably gave you the most up-to-date 
status that is available. We are not aware of any additional infor-
mation on that. 

Mr. HARDEN. But we are keeping our eyes on the study that was 
requested, so we can look at that as soon as it is available. 

Mr. YODER. So essentially, spending millions, a million or more 
to hire people to study the potential creation of the hiring of the 
position. It is a wonderful system we have here. 

U.S. MEAT ANIMAL RESEARCH CENTER

Another question related to the research facility in Nebraska. I 
know the chairman asked you some questions about that at the be-
ginning of the hearing. And I know you have a review in progress. 
You said it normally takes 6 months, this has been over a year 
now. What is the date, specifically, we would see a review on that, 
or a report from your agency? 

Ms. FONG. We are in the final stages of field work on that. We 
issued an interim report as you may be aware last fall, which went 
through a number of the issues we had been reviewing. And I 
think our final report is due out in the next few months. It will be 
spring of 2016. 

Mr. YODER. What is the status of the facility? As we have these 
hearings, we are going to have USDA officials before us, what do 
we know from your interim report that would help us properly ex-
amine that when they come before us? 

Ms. FONG. Well, the interim report, I think you might find it in-
teresting—my recollection of where we were is that some of the 
issues that were raised we are still in the process of nailing down. 
Other issues that were raised in the New York Times article, per-
haps are not of as much concern as the reporter may have had, be-
cause he documented things that are actually industry practice in 
a number of areas. So I think it would be well worth—and we 
would be happy to talk to your staff and go through the results of 
our interim report on areas that perhaps are not of concern, and 
others that may be of concern. 

Mr. YODER. Thank you. Thank you, Mr. Chairman. 
Mr. ADERHOLT. Ms. Pingree. 

CONSERVATION COMPLIANCE FOR CROP INSURANCE

Ms. PINGREE. Thank you, Mr. Chair. So I want to talk about con-
servation compliance for crop insurance. The farm bill in 2014 in-
cluded a provision that requires farmers who receive government 
subsidies for their crop insurance premiums to protect wetlands on 
their land and develop conservation plans when growing crops on 
land that is subject to erosion. 

It seems to me, there is a serious potential for noncompliance if 
there is no oversight of this provision. It seems like a very good 
provision to have. So I am interested to know what percentage of 
crop insurance premiums subsidy recipients are legally bound by 
conservation compliance, and how is USDA or OIG monitoring or 
ensuring that farmers who are legally bound are in compliance? 
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Mr. HARDEN. We currently have a review in process, we are look-
ing at the Department’s management of compliance with the highly 
erodible land, wetland conservation provisions. That was started in 
structure of looking at FSA and NRCS, but it also includes the 
question because of what was in the 2014 farm bill, how are they 
bringing RMA and that compliance aspect into how they approach 
determining compliance. We are close to issuing an interim report 
on this, which should be out, I think, in the next couple of weeks. 

Ms. PINGREE. Great. 
Mr. HARDEN. And then we will be following that with a final re-

port looking at other aspects of process. So we can get with you as 
soon as we are ready to issue that. 

Ms. PINGREE. Well, good. We are happy to hear you are following 
up on that. 

I want to just add one thing. We probably do not all agree on 
this, but in your interim report on MARC, it seems to me there 
would be times when describing something as an industry norm 
may be a way to explain why some people would consider it okay. 
But there seem to be some things that even if they are an industry 
norm are not necessarily a good practice, and part of why we have 
research centers like this is to talk about good practices. 

And just because some things are happening in the industry 
doesn’t mean that is what the future of farming should look like; 
it doesn’t mean that is what consumers want; it doesn’t mean what 
is humane to animals; it doesn’t mean it is cost effective. There are 
a lot of reasons why an industry norm may not be an excuse for 
something that isn’t right. So we will look forward to seeing what 
your final report says, but I didn’t find that completely a reason-
able argument. And I hope you will think about that a little bit in 
the final report. 

Ms. FONG. I appreciate your insight, and I understand. 
Mr. ADERHOLT. Mr. Young. 

INVESTIGATIONS PROCESS

Mr. YOUNG. Thank you for allowing me to follow up on an issue. 
I was struck by our last conversation. I asked pretty pointedly, and 
it was an assumption that this was just a yes answer, I asked, Are 
all your audits and investigations made public? Yes regarding the 
audits, but you said no on the investigations. I am having a little 
bit of a problem digesting that in the rubric of transparency and 
accountability. How would we know then, if something is going 
wrong if there was fraud, waste and abuse of management, crimi-
nal activity maybe, how would the taxpayer know about it? What 
is the rationale for not sharing these investigations? If it is a mat-
ter of privacy, certainly that can be redacted, I would believe, but 
what is the rationale here? 

Ms. COFFEY. In the course of the investigation there are times 
when we are utilizing information we obtained through grand jury 
and other judicial processes which we cannot release publicly. How-
ever, the reports are available; you can FOIA them, if the report 
of the investigation is closed it would be potentially released, re-
dacted. We do also highlight our good casework in the SARC, semi-
annual report to Congress. And additionally, there are certain in-
vestigations which we are required to make public, such as our 
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wild land fire fatality investigations. We are required to post the 
findings from those investigative results publicly. And we do turn 
the information over if there is something that we identified as a 
systemic issue, we will share that information with our counter-
parts in audit, if it is something they need to be looking at, and 
perhaps want to pursue from an audit perspective. We would share 
our information, our reports of investigation with the Department 
officials. So if there is something that we find that needs to be ad-
dressed, the Department officials are receiving that information as 
well.

Mr. YOUNG. Is this a standard practice among all the depart-
ments and agencies regarding their IG office approach? 

Ms. COFFEY. Yes. For the law enforcement entities within the IG 
community as well as the federal enforcement community in gen-
eral, that is the standard practice. 

Mr. YOUNG. OK. So they are not made public in terms of releas-
ing them, but people can find out what the investigations are, and 
you can share those in a more detailed way with Members of Con-
gress——

Ms. COFFEY. Absolutely. 
Mr. YOUNG. [continuing]. So we can assure some accountability? 
Ms. COFFEY. Yes. Sorry, I did not mean to imply otherwise. 
Mr. YOUNG. Thanks for clarifying. 
Mr. ADERHOLT. Dr. Harris. 

HATCH ACT

Dr. HARRIS. Thank you very much. Let me just discuss one area 
here, it is my understanding that some employees of the Executive 
Branch, and the Legislative Branch for that matter, that they may 
not engage in political activity while on official business, we kind 
of all understand that, including work hours using official re-
sources, because the Hatch Act and other ethical restrictions. But 
recently, there have been anecdotal rumors that employees of the 
Department have been engaging in some activities during work 
hours. My question is, what is your role? What is the IG’s role in 
identifying and investigating that kind of activity? Is that a role of 
the IG, or is it Office of Ethics, who would be investigating that 
when that occurs? 

Ms. COFFEY. That would depend on the nature of the allegation. 
Normally, we work very closely with our Office of Ethics within our 
department. We have a very good relationship, so we would assess 
what the allegations were specifically, and obviously, if it is some-
thing potentially criminal in nature, we would absolutely open an 
investigation, or even if it really is a conflict of interest for some 
other prohibited activity, our office would pursue an investigation 
on that. 

Dr. HARRIS. And other than the Hatch Act, I mean, are there any 
other kind of restrictions that deal with it, or is that statu-
torily——

Ms. COFFEY. Well, the Office of Special Counsel actually has the 
responsibility for looking at prohibited political activities. So if 
there are allegations, we also coordinate our activities with the Of-
fice of Special Counsel to ensure that we are working in coordina-
tion on those matters. 
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Dr. HARRIS. So if one of the employees in the Department, or a 
regular citizen suspected that another employee was violating 
these restrictions, who would they go to? Would they contact OIG? 
The Office of Ethics? Is it clear? And who would it be? 

Ms. COFFEY. It would usually be our office. The employees have 
the opportunity to find us on site, or the general public can reach 
us through the OIG hotline, where they can file a complaint or an 
allegation or concern that they have. And those complaints are as-
sessed by our investigation staff to determine what the best way 
to address them and handle them. 

Dr. HARRIS. OK. And I take it they are confidential? 
Ms. COFFEY. That is correct. When you file a complaint, you have 

the opportunity, we receive them anonymously at times. They can 
remain confidential or the individual can choose to allow us to dis-
close their name and information, so it is up to the individual filing 
the complaint. 

Dr. HARRIS. Now, do the rules differ depending on different type 
employees, whether you are SES, political employees, GS civil serv-
ice, are the rules different? 

Ms. COFFEY. No. I mean the rules are the same with respect to 
confidentiality.

Dr. HARRIS. No, with the rules with respect to engaging in polit-
ical activity? 

Ms. COFFEY. Yes, I’m sorry. The rules are very different, depend-
ing on what category of employee you are within the federal gov-
ernment. SES employees have a different level; political appointees 
are allowed to do some political activities during government hours. 
So there is a differentiation between what type of activity an em-
ployee can engage in, depending on what category of employee you 
are.

Dr. HARRIS. And where would you find how these different cat-
egories, what the limitations are on these different categories? 

Ms. COFFEY. Usually, the Department actually does provide 
training relative to ethics as it pertains to political activities, espe-
cially during election years. Additionally, you can go to the Office 
of Ethics website for the Department, or contact them specifically 
if you have specific questions that need to be addressed. 

Dr. HARRIS. Your office doesn’t have a summary of that that you 
can make available to me, do you? 

Ms. COFFEY. I don’t believe we do. 
Dr. HARRIS. I would have to ask the Office of Ethics, you believe? 
Ms. COFFEY. Yes, that is correct. 
Ms. FONG. Let’s do what we can do to coordinate within the De-

partment to see if there is a quick summary of the Hatch Act. 
Dr. HARRIS. Thank you, if you could get that to me, I appreciate 

that. I yield back. 
[The information follows:] 
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Mr. ADERHOLT. Mr. Farr. 

HISPANIC AND WOMEN FARMERS SETTLEMENT

Mr. FARR. Thank you, my last question. It has come to my atten-
tion that there have been some complaints raised about USDA dis-
criminating against women farmers and Hispanic farmers on sort 
of the two-tiered system, the results in fewer monetary awards to 
this group than to other farmers. The example given of women and 
Hispanic farmers who tried to apply for loans but could not do so 
because discrimination—discriminatory reasons were required to 
provide sworn witness statements and original national 
documentations from decades ago, but other farmers in the same 
category were not. The USDA’s minority farm advisory committee 
has recognized the disparities, but USDA hasn’t done anything to 
alleviate the differences. Has your office looked into these com-
plaints at all? 

Ms. FONG. We have an ongoing review right now of the Depart-
ment’s settlement agreement with the Hispanic farmers and with 
women farmers. It is the Garcia and Love litigation where the De-
partment reached a settlement agreement in light of prior prac-
tices, and agreed to pay appropriate claims. And I think the De-
partment’s very much in the middle of that, we are looking at it, 
we expect to have a review, a report in the next couple of months. 
So we can certainly brief your staff on the results of that. 

Mr. FARR. That would be helpful. Thank you, Mr. Chairman. 
Mr. ADERHOLT. Ms. DeLauro. 
Ms. DELAURO. Thank you very much, and my apologies to you, 

just with regard to the women farmers and Latino farmers. With 
all due respect, Madam Inspector General, I will just tell you that 
the settlement is nowhere near what happened with African Amer-
ican farmers, and with Native American farmers. They deserved 
everything that they received. And the women farmers and the 
Latino farmers deserve the very same treatment. So they have 
been discriminated against in this process. 

PROGRAM INTEGRITY

Let me move to, I am just going to just put some things out in 
the record. I know it is late, and I know I am the last one here 
and I do not want to hold folks up. In your testimony, you men-
tioned the integrity of the federal safety net programs, specifically 
calling out SNAP. It is my understanding there are serious dis-
agreements on the part of the FNS, with the report you all did on 
SNAP. I will raise those issues at the FNS hearing. 

I think it is important for us to understand the issue of SNAP 
errors and fraud in the broader context of other programs under 
USDA’s jurisdiction. I understand that OIG has completed several 
significant fraud investigations in USDA’s farm programs. Let us 
begin to hear about that. 

And can you tell me how many convictions connected with de-
frauding the Federal Crop Insurance Program have occurred over 
the last decade? Annually, how much does FCIP fraud cost tax-
payers? What is the FCIP fraud rate for 2015? And how does it 
compare to previous years? How does it compare to the SNAP pro-
gram fraud rate? And what recommendations have the Office of the 
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Inspector General made to address crop insurance fraud? A lot of 
questions.

I will get them to you, but quite frankly, I am tired of all of the 
fraud, waste and abuse discussions about SNAP which has the low-
est error rate of any Federal program and nowhere, no how do we 
get any information about program integrity from any of these 
other programs. It is wrong, it is unfair. I am going to request an 
investigation so that we get the data and information we need and 
to do business on this Committee, and talk about the inequity that 
is hoisted on the SNAP program. 

Female farmers we talked about. The Public Health Information 
System I will lay out the question. What progress has FSIS made 
in implementing the recommendations with your office? Will you 
revisit the audit report in the future to assess FSIS’s progress and 
when? Do you intend on evaluating the implementation of PHIS for 
import inspection, and if so when? Again, I will get that to you so 
as not to hold up the Chairman. 

Rancho Beef, what specific actions has USDA taken against any 
inspection personnel at that plant? What changes in inspection pro-
cedures have been instituted to prevent such instances from occur-
ring in the future? 

So I don’t know if there is anything you can answer right now 
in this period, the clock is running. If not, I will present those and 
would really like answers, and I am going to talk with staff about 
instituting an investigation into some of these other programs 
where I believe there is rampant fraud and abuse, but nobody 
seems to want to take a look at it. Thank you very much for being 
here.

Mr. ADERHOLT. As you have heard, the buzzers have rung, and 
the Speaker has cracked down on our time to get to the floor. So 
I think we probably better adjourn, but thank you, Ms. Fong, for 
being here. Also Ms. Coffey and Mr. Harden, thank you for being 
here and your work as well. We look forward to following up with 
you on some of the issues that have been brought forward in our 
hearing this morning. 

The subcommittee is adjourned. 
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FRIDAY, FEBRUARY 26, 2016. 

USDA NATURAL RESOURCES AND ENVIRONMENT 

WITNESSES

JASON WELLER, CHIEF, NATURAL RESOURCES CONSERVATION SERV-
ICE

MICHAEL YOUNG, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 

INTRODUCTION OF WITNESSES

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

I would like to welcome all of you to today’s hearing for the Nat-
ural Resources Conservation Service’s fiscal year 2017 budget re-
quest, and we have as our guest today Mr. Jason Weller, Chief of 
the Natural Resources Conservation Service, and Mr. Mike Young, 
USDA’s Budget Director. 

So welcome both of you. 

OPENING STATEMENT—MR. ADERHOLT

NRCS has requested a total of $860 million in discretionary 
funding for its salaries, expenses, programs and activities for 2017, 
an increase of $9.5 million over fiscal year 2016 enacted level. 

In addition, about $3.8 billion will be available through the 2014 
farm bill’s mandatory conservation programs to help farmers, 
ranchers, private forest owners preserve and protect their land. 

As we move through this year’s appropriations process, I have 
said on many occasions that we have four main goals for the sub-
committee:

First, to increase oversight efficiency and the need for effective 
outcomes; and 

Second, to keep rural America vibrant; 
Third, to support American farmers, ranchers and producers; and 
Number 4, to protect the health of people, plants and animals. 
The work of the NRCS to support our Nation’s producers helps 

to accomplish several of these goals. NRCS is a locally led, science 
based, and voluntary approach to conservation and has been ex-
tremely successful in recent years. 

The investments we make in farm conservation programs in the 
upcoming fiscal year will benefit all Americans, from farmers and 
ranchers in the fields to consumers in the United States and across 
the world. 

It is this subcommittee’s responsibility to ensure that the discre-
tionary funds that are appropriated, in addition to the mandatory 
funds provided in the farm bill, are adequate to ensure the effective 
implementation of new and existing conservation programs. 
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The subcommittee has been following closely the implementation 
of the Conservation Delivery Streamlining Initiative for which we 
provided a $5 million increase in fiscal year 2016. 

Chief Weller, I would like to congratulate you and your staff on 
the successful rollout of Phase 1 of the program, the Conservation 
Client Gateway, and I look forward to getting some updates on that 
program as we move forward through the hearing. 

Over the past several years, this subcommittee has been focused 
on the numerous OIG audits related to NRCS financial manage-
ment systems. Effective financial management is enormously im-
portant for ensuring the integrity of NRCS operations and pro-
grams, and we appreciate the work you have done to bring NRCS’ 
financial and accounting systems into line with today’s trans-
parency and accountability standards. 

NRCS funding covers discretionary and mandatory programs to-
taling an estimated $4.75 billion. The scale and importance of the 
programs under your purview make it imperative that you keep 
working to eliminate the three remaining material weaknesses and 
eventually gain a clean opinion. 

Again, I would like to thank both of you for being here today. 
I would now like to recognize Ms. Pingree from Maine for any 

opening remarks that she would like to make at this time. 

OPENING STATEMENT—MS. PINGREE

Ms. PINGREE. Thank you very much, Mr. Chair. 
I do not have any formal opening remarks, but I want to wel-

come you to our Committee and look forward to discussing with 
you many important topics to our farmers and our main conserva-
tion interests around the country. 

So thank you for the work you do and I am sure this will be an 
interesting morning. Thank you. 

Mr. ADERHOLT. All right. I would like to recognize you, Chief 
Weller, for your opening statement. Without objection your entire 
written testimony will be included in the record, but of course we 
would like to hear from you to make some opening statements, and 
then we will go into the questioning portion of the hearing. 

OPENING STATEMENT—MR. WELLER

Mr. WELLER. Well, thank you very much. 
Good morning, Mr. Chairman and Members of the committee. It 

is great to see you again. 
I really appreciate this Committee’s support and leadership and 

your investment and trust in NRCS in helping to fund and oversee 
America’s voluntary working lands conservation programs. I am 
very proud of the work NRCS does, and I am very honored to rep-
resent the many thousands of women and men that work across 
the United States out of 2,800 field offices and State offices around 
the country. 

I thank you, Mr. Chairman, for your opening remarks. I, too, am 
proud, and hopefully this Committee is proud, of the work being 
done on our behalf through the programs and authorities this Com-
mittee affords. 
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I would like to just touch a little bit upon some of the unprece-
dented historic results that NRCS and its partners are delivering 
across the country. 

So if you look, for example, at soil, here in the Chesapeake Bay 
region, the voluntary approach works. We have worked in partner-
ship with dairymen, forestland owners, and row crop producers 
across Maryland, Pennsylvania and New York, the other three 
States in the Chesapeake Bay region, and together we have helped 
reduce soil erosion by over 62 percent over the last decade, and 
that results in about 15 million tons less topsoil washing in the 
Chesapeake Bay region on an annual basis. 

If you look at soil health, we are helping producers put in place 
millions of acres of cover crop and soil health management systems 
across the country, which is improving the resiliency of our Amer-
ica’s soils to withstand extreme weather, including drought so pro-
ducers can boost and maintain their yield, but also prepare for 
changing and variable weather across the United States. 

If you look at water quantity, Mr. Yoder in Kansas has been over 
to the Ogallala Aquifer. We have made millions of dollars in invest-
ments for producers in the Ogallala region, and we estimate on an 
annual basis these water conservation investments are reducing 
water demand by over 489 million gallons a year, which is enough 
water for 3.3 million households every year. That is a huge quan-
tity of water which is now being kept in the ground, helping to ex-
tend the life of the aquifer, but also helping producers to be as pro-
ductive as possible with their limited resources. 

If you look at water quality, in Arkansas, in Oklahoma, in Lou-
isiana, we have made focused, targeted investments in partnership 
with landowners, with operators, and it has improved water quality 
to the extent these States are able to de-list stream segments and 
rivers, improving the health of these waters for aquatic wildlife, 
but also for people. We are taking them off the EPA’s 303(d) im-
paired water list because of the targeted approach, the collabo-
rative approach we take with farmers and ranchers. 

If you look at air quality, in California’s Central Valley we have 
taken over 2,100 old polluting tractors off the farm fields, replaced 
them with clean technology tractors that have offset NOX emis-
sions, nitrous oxide emissions, which are precursors to particulate 
matter, which is really bad for human health, but also a precursor 
for ozone. That is equivalent to taking over a million cars off the 
roads of California’s highways every year, and helping agriculture 
attain the State’s implementation plan for air quality years ahead 
of schedule. Agriculture is the only industry to meet the targets 
ahead of schedule. 

If you look at wildlife habitat, just in the last year and a half 
alone because of the targeted investments, the voluntary collabo-
rative approach that NRCS and landowners are making, we have 
been able either to take off the endangered species list or prevent 
it from getting on the endangered species list six species, including 
the New England cottontail rabbit from Ms. Pingree’s region of the 
country, New England and New York; greater sage grouse, bi- 
State, sage grouse populations; the Louisiana black bear; the Arctic 
fluvial Grayling, which is a fish up in Montana; and the Oregon 
chub out in Oregon. All of these species have been brought back 
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from the brink of extinction because of the voluntary collaborative 
approach.

And now I am really proud of how NRCS partners are improving 
access to the programs this Committee affords. So when we came 
in to this administration in 2009, if you looked at the number of 
contracts the financial systems were providing to socially disadvan-
taged and limited resource producers, on average every year we 
provided about 2,400 contracts a year. 

Through hard work, outreach, education, and doing one-on-one 
quiet conversation with these landowners, bringing them into the 
USDA program suite, today we enroll over 6,400 contracts a year. 
So over the last seven years, we have invested over $900 million 
in one-on-one contracts with these landowners to help them get 
conservation assistance, improve their yield, help them better with-
stand drought or weed pressures and be more successful both from 
a natural resource standpoint, but also from an economic success 
standpoint.

I am really proud of the NRCS mission. I am really proud of the 
work we do, and again, I really appreciate this committee’s commit-
ment to private lands’ voluntary incentivized conservation, and 
would be happy to answer any questions you may have. 

Thank you. 
[The information follows:] 
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CONSERVATION DELIVERY STREAMLINING INITIATIVE

Mr. ADERHOLT. Well, thank you, and thank you for your work, 
as I say, on a day-to-day basis and, of course, your enthusiasm for 
your job and that you take great pride in your work. That says a 
lot, and we do appreciate that. 

Information Technology programs are too often areas where we 
make massive expenditures of taxpayer dollars and receive unclear 
results. We sometimes miss milestones or get unmet performance 
goals in return. 

It is encouraging that the NRCS’ new Conservation Delivery 
Streamlining Initiative (DSI) has not been one of those programs. 
Last year, the NRCS rolled out the Conservation Client Gateway, 
the first of three parts of the Conservation Delivery Streamlining 
Initiative, and NRCS has proposed level funding for the program 
in fiscal year 2017. 

The question would be: how many producers have enrolled in the 
Conservation Client Gateway as of today? 

Mr. WELLER. So as of today, the latest report I got actually last 
night was 729 producers nationally. So this is well below, frankly, 
expectations. So let me talk a little bit though, Mr. Chairman, 
about what this is just for the members of the committee. 

So it’s a mouthful, the Conservation Delivery Streamlining Ini-
tiative. CDSI is the acronym. What this is is a long-term invest-
ment, trying to overhaul not just the technology, but really the 
business process of NRCS, and the principle is pretty simple. 

We want to provide better service to customers, to farmers and 
ranchers, and really empower them, give them access to their busi-
ness information so they can run their conservation business from 
home, much like they can do their banking. They can file their 
taxes; they can order equipment and inputs for their operation. 
They should also be able to manage their conservation business on-
line.

But we also want to then free up our field people. Instead of hav-
ing our agronomists and our hydrologic engineers, our foresters 
and range conservationists be contract managers, we want them to 
be conservationists. So we are trying to get them back out in the 
field. So instead of being in the office, being paper managers, we 
wanted them back in the field being natural resource managers. 

So we think the system is going to free up both the time of our 
customers, but also the time of our professionals, but also ulti-
mately do a better job, as you, Mr. Chairman, in your opening re-
marks talking about ensuring good, transparent, and effective fi-
nancial management. 

So the CDSI, the first component was the Client Gateway, which 
we released about last summer and opened that up, and what this 
allows for is an NRCS customer to sign up online, and then they 
can manage the NRCS business online from the comfort of their 
home or their office. 

So they can schedule appointments. They can review their con-
tracts. They can review their payments. They can review their con-
servation plans. They can apply for program assistance, all online. 

And that also then allows our field office, before we come out to 
your farm, we already know what you are interested in working on. 
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We know what programs you are interested in. So when we show 
up, we are going to be well informed. We are going to have the 
right targeted assistance for you. So it really helps our people be 
better customer service providers. 

We are then hoping so with the investments the committee has 
provided us already in 2016 and then in 2017, we want to roll out 
the next two components of CDSI, the conservation desktop, which 
is our internal planning suite which aligns all of our tools in Geo-
graphic Information System (GIS), geospatial capabilities. So in-
stead of all of our field people having to do multiple data entries 
and wasting a lot of time, all of that is seamlessly built up for them 
using our existing databases. So it frees up staff time to go back 
to what they are supposed to be doing, one-on-one customer service. 

And the third component is then the mobile planning tool, which 
is a laptop or mobile device. Get out in the field then we can in 
real time do conservation planning in the field using great state- 
of-the-art geospatial technology. Sign you up for a program on the 
spot. They enroll you in a program and get already the contract 
flow going behind the scenes. 

So we will provide quicker, more accurate service for producers, 
but ultimately we estimate it is going to free up thousands of staff 
years worth of time that currently is spent on administrative tasks, 
back to doing effective conservation planning. 

Mr. ADERHOLT. What’s the feedback you are getting? 
Mr. WELLER. So from producers that are enrolled, they are really 

appreciative. They really like it because it’s saving them time, es-
pecially in States like in Montana where the counties are huge, and 
to get to a local field office in some cases will take hours of driving 
time.

Ultimately to have a producer not have to drive into the field of-
fice to sign paperwork, they can sign the paperwork online. That 
is a huge time savings and big cost savings to them, not having to 
take time off the farm, managing the livestock, managing the oper-
ation or just, frankly, burning gas on the way in to the field office. 

But also they like it because it organizes all of their information, 
all of their paperwork. So instead of them having to keep track of 
all their conservation plans and receipts, it is all done for them on 
this online system. 

And our field people like it, too. In September, at the end of the 
fiscal year, for our field staff a lot of times what a local district con-
servation person is doing is actually chasing farmers around in the 
field while these guys are trying to harvest in their combines, try-
ing to get signatures to get them enrolled. 

Now, again, our field people do not have to do that. They can all 
basically send emails, updates, requests, send the guy texts. ‘‘Hey, 
can you just when you come in from the combine tonight, can you 
just go behind me, click yes, and we will get you enrolled?’’ 

So it is a time savings for farmers, but also it is a time saving 
for our field people. 

Mr. ADERHOLT. And the second and third phases of the CDSI, 
when will that be online? 

Mr. WELLER. So this year, the summer. During the last year it 
was designing the architecture and the business requirements, ba-
sically all of the really detailed technical components of the IT de-
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velopment, and we are going to be floating a contract hopefully this 
spring, which we then will put out for bid and hopefully get great 
software developers to come in. 

But we have really done the hard work up front, which is actu-
ally designing out and specifying the exact technical requirements 
we need for the system. We then need about a year of software de-
velopment and testing, and we’re hopefully to release these compo-
nents next summer so that the summer of fiscal year 2017 is when 
these new final components of CDSI will be up and running. 

Mr. ADERHOLT. All right. Ms. Pingree. 

ORGANIC INITIATIVE IN EQIP

Ms. PINGREE. Thank you very much. 
Thank you for the upgrade you’re bringing to many of the initia-

tives of the Department and trying to think about how farmers and 
ranchers can access these programs in a more efficient way. So I 
appreciate your thinking on that. 

I just want to talk about one program right now. I am a big fan 
of the Environmental Quality Incentive Program (EQIP). I am in-
terested in the Organic Initiative. So that has been very popular, 
as you know, in a State like mine, but the participation in the Or-
ganic Initiative has been declining. 

In 2013, we had 90 organic farmers who participated, and a year 
later there were only 31. This trend seems to be happening at a 
national level. In 2011, actually there were 1,600 participants and 
only 388 in 2014. 

So I think there must be some hurdles there. I am just interested 
to know what are the things that you are doing to address any bar-
riers that people are facing. What improvements could you make 
by the end of this fiscal year? 

Will you have some organic stakeholders involved in the process 
just to see what the challenges are? 

And are you doing any outreach to increase the enrollment in 
that?

Mr. WELLER. Yes is the short answer. 
More involved answer, so we are really excited about partnering 

with organic producers, and we know this is a huge, growing com-
ponent of agriculture, and it is one of the fastest growing compo-
nents of the industry. 

So it is really in all of our interests to ensure NRCS is reaching 
out to these new customers. Many of them are new, beginning 
farmers and ranchers, and the demographics are also younger gen-
erally, on average, than more conventional producers. So it is also 
trying to establish long-term relationships with these producers 
and our families. 

So we think there are a couple of things going on. So in the farm 
bill it identifies the organic authorities within EQIP, but it puts 
some limitations on them. If you identify ‘‘I want to be part of the 
Organic Initiative’’, it puts a tighter contract limit on what a pro-
ducer can get versus general EQIP. 

And so what we think a lot of folks have happening is if they are 
an organic producer, they are actually not identifying as an organic 
producer. They want to go for the general EQIP, which opens up 
more access over the life of the farm bill to EQIP assistance. 
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So we think there are a lot of folks who are actually organic pro-
ducers. They are just not being flagged. So what we are doing this 
year is we actually have our field staff identify whether these are 
organic producers or not. So it is not going to then tag these folks 
into the Organic Initiative, the official Organic Initiative, but allow 
us to tally up how many people we are actually providing assist-
ance to. 

And we think anecdotally a lot of people are benefitting from the 
program. So that is in part what is going on with the numbers. 

But that is more of just an inside baseball technical thing. More 
substantively what we are doing is we are partnering with organi-
zations like Oregon Tilth, which is recognized nationally as a really 
professional organic outfit, and we are bringing them on through 
conservation agreements. We are helping them develop training for 
us like webinars, field trainings for our people but also for tech-
nical service providers. We are trying to expand our capacity to 
provide organic assistance. 

And then we are really trying to push out and develop workbooks 
and training for our own field staff. So ultimately what we want 
long term is no matter where you are, so whether you are in Maine 
or you are in Ohio or you are in Florida, if you walk in a field of-
fice, that field office is at least familiar with organic agriculture 
and they do not necessarily have to be the expert in organic pro-
duction, but they know who to call on the NRCS team to give you 
that expert assistance, and so we are trying to build up that in- 
house NRCS capacity so we really can provide that professional ex-
pert assistance on organic production for producers. 

So, for example, in partnership with some of the organic industry 
and with AMS, the Ag. Marketing Service, and we developed an 
NRCS-AMS organic handbook, which is now available to all of our 
field offices, and it lines up the National Organic Program stand-
ards with all of the NRCS conservation practice standards, does 
the cross-walk. So that makes it real easy for a non-expert, you 
know, in our field offices to just do that easy cross-walk and help 
the producer plan and implement conservation, whether it is, you 
know, soil management, pest management, nutrient management, 
water management. 

So we are really excited about the handbook, and it is an exam-
ple of how we are trying to take seriously our responsibility for or-
ganic production, but also trying to expand access for producers. 

Ms. PINGREE. So the other initiatives you are working on in some 
of the training, what is the time line for that? 

Mr. WELLER. It is ongoing. So we are investing in this. We have 
been doing this, for example, with Oregon Tilth now for a couple 
of years, and we are also trying to look for additional organic pro-
viders that have the technical expertise that have the capacity to 
work with us. 

If you in particular in New England in your State know some of 
those groups, we would be very interested in talking to them about 
partnering with them, looking at how we can arrange contribution 
agreements or cooperative agreements to provide enhanced train-
ing opportunities. 

So we are completely open to expanding the suite of partners 
that we are working with to provide that training. 
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Ms. PINGREE. Great. We would be happy to suggest a couple of 
other organizations around the country that have fairly broad 
reach or at least the depth of capacity to perhaps work with you 
on that. 

And I do just want to say I appreciate your understanding of 
what a huge opportunity this has become for farmers and how crit-
ical it is that the USDA responds to the technical assistance kind 
of needs in programs like EQIP, which can make a big difference 
when a farmer has an opportunity to get into a new market and 
might get a chance to make more money at what they are doing, 
but needs that little bit of assistance. 

So thank you for that. 
I yield back. 
Mr. ADERHOLT. Mr. Yoder. 

IRRIGATION—SOIL HEALTH

Mr. YODER. Thank you, Mr. Chairman. 
Mr. Weller, thank you for joining our Committee. I appreciate 

your comments in your opening statement regarding Kansas and 
the Ogallala Aquifer, and I thought as we discuss how to continue 
the agricultural way of life in rural Kansas and in many States 
that are affected by that, of course, your efforts there are critical. 

I thought you might share with us what you think some of the 
key factors will be, or objectives, related to that aquifer that people 
in my home State need to be aware of and how we can work to-
gether to ensure that this is sustainable for the long term. 

Mr. WELLER. So we are trying to bring more understanding of 
what the business objectives are of the farmer. So we are not going 
to come on an operation and say, ‘‘Thou shall.’’ It is more that open 
conversation. ‘‘What are you interested in doing? And what is your 
farm’s, what is your family’s long-term management goals for your 
farm?’’

And then what we offer is a suite of different approaches to help 
improve, if they are already irrigating, improve the efficiency of the 
irrigation so that essentially the cliche’ is ‘‘more crop per drop’’, and 
so trying to implement whether it is basic practices, like putting 
on different types of equipment. If you have a spray rig, more effi-
cient nozzles so you are losing less water through evaporation and 
ensuring more water is applied to the soil. 

But also in bringing more enhanced technology solutions. So, for 
example, a soil moisture probe so that you know exactly when you 
need to apply irrigation water and when your crops do not need ir-
rigation water, and what is the water depth in the soil profile? Is 
it getting to the root zone where it needs to get to the root zone? 

What is the stress in your crop? So you are basically maximizing 
yield with the least amount of water. But what we are also offering 
beyond just water management solutions are soil health solutions, 
which we think is really critical for the long term. 

And so there are four basic principles to soil health. It is the till-
age, and so we are really suggesting no till or minimum till. Basi-
cally do not disturb the soil. 

Cover the soil for as long as possible so it has good residue man-
agement.
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Feed the soil so all of the biota, the critters that live below the 
surface of the soil, that the crops actually depend upon for their 
nutrient exchange with the roots. 

Bring diversity with cover crops and good, effective crop rotation. 
And that you are feeding them over a long-term period so that 

really the plants are taking energy from the sun and injecting that 
energy, transferring it into the soil profile. 

Have a living root structure for as long as possible. So you have 
a main cash crop, but then consider other resources like a second 
crop rotation or a cover crop to ensure you are feeding the soil over 
a long term. 

And what we find is that when you have this kind of soil health 
management system, you are increasing your soil organic matter in 
the soil profile, which is crucial. So, for example, a one percent in-
crease in your soil organic matter will create this massive reservoir 
in your soil profile. So a one percent increase in soil organic matter 
will hold over 25,000 gallons of water per acre. 

So, in essence, you can turn your soil into an underground water 
reservoir so that it reduces your need for irrigation, and even when 
you say you are dry land farming, when your neighbors are going 
to have really stressed and dry soils, you are going to have mois-
ture in your soils to then protect your yield even during dry peri-
ods.

So it is a combination of technological solutions to extend the life 
of irrigation or to minimize withdrawal so that you have sustain-
able water yields from the aquifer, but then also ensuring your 
soils are as healthy as possible so that when it does rain or snow, 
you are capturing that precipitation and storing it in your water 
and your soil profile. 

Mr. YODER. Well, I appreciate that description and those strate-
gies, and I think that those are great opportunities for farmers in 
Kansas to get the biggest bang for their buck and preserve this aq-
uifer for as long as possible, while still maintaining their way of 
life and producing very valuable crops, feeding America, and so it 
sounds like a strategy that hopefully will help long term. 

AIR QUALITY

I wanted to ask you a little bit about the Agriculture Air Quality 
Task Force, and I understand there have been several efforts un-
derway within NRCS to develop science based solutions and con-
servation measures that not only reduce the agriculture industry’s 
environmental impact, but in many ways enhance our natural re-
sources through improved agricultural practices. 

Being able to conduct controlled burns is very important to Kan-
sas agriculture. What efforts are you undertaking to ensure that 
vital agriculture practices can be preserved so that the federal gov-
ernment does not further disrupt a struggling economy? 

As you know, we have seen a decline in agriculture income, and 
to allow these controlled burns and other things going forward is 
very important. 

Mr. WELLER. So prescribed fires is, in our view, a critical man-
agement tool, whether you are managing prairie, range lands, or 
a forest ecosystem like in the chairman’s areas of Alabama, the 
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short leaf and long leaf pine ecosystems. Fire is a critical compo-
nent of ensuring the health of your operation. 

And so the Ag. Air Quality Task Force, we really rely very heav-
ily upon the task force to bring us expert recommendations, to re-
view what is happening right now in the current state of the 
science, but then also to help USDA understand what are perhaps 
some of the pinch points where fire is not allowed because of poten-
tial air pollution concerns. 

And so the task force is identifying both the technological solu-
tions, the current state of the science, but then also helping flag 
for USDA where producers and land owners are feeling or encoun-
tering some of those constraints. 

And then what are some ideas either to help edify or bring tech-
nical assistance to the regulatory communities that understand the 
importance of prescribed burning, but also the impacts on agri-
culture when it is not allowed. 

And then what are some tweaks that we can make to ensure that 
we can appropriately provide for prescribed burning opportunities, 
but then also limit human health error impacts and concerns deal-
ing with air quality. 

Mr. YODER. Great. Thank you for your answers. 
Thank you, Mr. Chairman. 
Mr. ADERHOLT. Mr. Young. 
Mr. YOUNG. Thank you, Mr. Chairman. 
Welcome, gentlemen. I hope you are having a good day. 
Mr. WELLER. So far. [Laughter.] 

CONSERVATION STEWARDSHIP PROGRAM

Mr. YOUNG. I just want to chat for a minute about the Conserva-
tion Stewardship Program (CSP). In the 2014 farm bill there was 
a change on this to improve the competitiveness nature of the pro-
gram, and in December of 2015, the NRCS announced a delay in 
plans to change the CSP until the beginning of next year. 

I just want to know how that time line is going, and not nec-
essarily that there is a need to rush it, but we want to make sure 
that we get it right. 

And in terms of getting it right, I want to echo the sentiments 
of my colleague, Ms. Pingree, about we want it to be effective. You 
know, we would like an idea on the time line, and we also want 
to make sure that the voices are heard by stakeholders and input 
is duly considered, and how you go about bringing in the stake-
holders to do that back-and-forth and understand how this really 
affects them on the ground. 

Mr. WELLER. So the reason for the delay is exactly for the items 
you highlighted, and so let me give a little background as to what 
is going on. It sounds like you are pretty familiar with what we are 
up to, but just for the other members of the committee. 

So the Conservation Stewardship Program is America’s largest 
conservation program. We currently have enrolled about 67 million 
acres, and we have a lot of folks that are benefitting from the pro-
gram, and overall it is working pretty well. 

But the program, in my estimation and I think in the view of a 
lot of farmers and ranchers, but also a lot of our field folks, is real-
ly complex. To get enrolled in this program, we have this process 
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we have created. It is called the Conservation Measurement Tool, 
which is like this black box flight recorder that not even we can 
open up and understand what it is doing. 

So when a farmer comes in and enrolls, the Conservation Meas-
urement Tool basically gives you points, and it is at the end of the 
day too opaque and too complex to understand really what is hap-
pening.

So what we really want is to open up the CSP to make it easy 
for our field people to understand and sell the benefits of the pro-
gram, but more importantly, for our customers to really truly un-
derstand, okay, this is how I am eligible. Here is how I can en-
hance the competitiveness of my application. 

But more importantly, what we are doing is linking the enhance-
ment activities that are part of CSP with the resource concerns. So 
currently what CSP offers, it is a virtual smorgasbord of activities, 
and you can pick and choose across this whole thing, but they are 
not really working as a system to address, you know, it could be 
water management; it could be pest management; it could be forest 
health concerns. 

So what we are coming back with is more scientifically eco-
logically linking these enhancements to the actual resource objec-
tive of the farmer or rancher. So to do that, it is complex. 

And we were on track. The original goal, the aspirational goal 
was we would have the new upgraded CSP to roll out this January, 
and I made the decision basically in early December we need to 
slow this down because this is too important of a program. We need 
to make sure we do this right. We need to make sure we do great 
training, that we really kick the tires on this thing in the field, 
take a first test drive, but more importantly, hear directly from 
producers and stakeholders, conservation groups, and commodity 
associations, and really do that outreach. 

So what we are doing right now, we have basically specked out 
and designed the alpha of this enhanced CSP. We have shared it 
with all 50 States. We have asked our States right now in Feb-
ruary, March and April to get in the field, allow the field staff first 
to get familiar with it, and then start to go on farm and talk to 
individual producers that may already have a contract CSP agree-
ment.

Let’s show you the new CSP. What do you think? 
Let’s get some feedback, but then also for some folks who are ac-

tually signing up this year under the current existing CSP. Again, 
do a side-by-side comparison. Are we getting similar results or even 
better results? 

And then we are going to do more in the spring and summer. 
There will be training and the outreach, and the one-on-one en-
gagement with our partners, but at the State and national levels. 

And then by October 1 we will have the upgraded, improved, bet-
ter, stronger, faster CSP ready to roll. 

Mr. YOUNG. Thank you for that. 
You know, whether it is EQIP or CSP, just the importance of 

making sure that the stakeholders and the folks on the ground who 
this affects, that their voice is heard and considered in this process. 
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WATERS OF THE U.S. RULE

I want to talk about waters of the U.S., and I know this is an 
EPA issue, of course. You know, there are claims that farming is 
exempt from the rule, and ultimately it is concerning that sites will 
either need a Clean Water Act permit or an NRCS exemption when 
things could come along. 

What is your concern with the NRCS and the Army Corps of En-
gineers maybe having a different determination of wetlands? 

And I talk particularly there about the upper Midwest, the prai-
rie pothole region, and land is different everywhere as you know, 
the topography. While you did not formulate the rule, what prep-
arations are you making regarding this when it is dealing with 
farmers and the Army Corps of Engineers? 

Mr. WELLER. So to your point, sir, we are not the regulator, we 
are really the assistance provider, and I appreciate your recogni-
tion of that. 

The best we can do is provide technical advice to a producer. So 
if they are making alterations on their operation and we think that 
they may need to go get a permit, a 404 permit, that they really 
then need to go talk—and here is the organization, you know: the 
Army Corps, the district where you need to go talk to see whether 
you really truly need a permit. 

So our field folks are pretty well conversant on this. They are 
practiced at it, and they really are there more as the advisors, the 
consultants, not necessarily on how to address the concerns, but 
more flagging when we think you may need to permit and when 
you need to go talk to the Army Corps. 

That is when we make sure that handoff happens, but we are not 
there to make the call whether this is a wetland that may be juris-
dictional or not. That is not our role. That is really ultimately the 
Army Corps’ role. 

Mr. YOUNG. Because you know this is in the courts right now, 
and so I guess we are all in a waiting game right now, but there 
are some concerns out there. 

So thank you, Mr. Chairman. 
Mr. ADERHOLT. Dr. Harris. 

FINANCIAL MANAGEMENT—AUDIT

Mr. HARRIS. Thank you very much. 
Let me just ask, and I will be very brief, just ask a question 

about in the testimony on page 7 you talk about improving the fi-
nancial processes, and you say you had the audit and they reduced 
the material weaknesses and those went from seven to three. 

Could you address the three that remain and what are we doing 
to improve them as well? 

Mr. WELLER. So this has been a huge focus for us, and it has 
been one for unfortunately a long term, but I cannot underscore 
how complex this has been and also how far NRCS has come. 

So the three remaining material weaknesses, it is essentially we 
have KPMG, this independent auditing firm, that comes in, and it 
is akin to sort of the New England Patriots coming in and wanting 
to play tackle football and they are the pros. 
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So we have come a long way, and the remaining material weak-
nesses, number one, are focusing on the internal controls over our 
expenses, and this is principally our expenses in our partnership 
with the Farm Service Agency on the Grasslands Reserve Program, 
which is an old, at this point, repealed program, but we still have 
remaining contracts they need to deliver, and so we need to basi-
cally ensure we are providing accurate paperwork, frankly, I hate 
to say, so that when we make a payment for producers under the 
program, we really have the substantiating paperwork. 

And that is something the Department, not just NRCS, the De-
partment needs to do a better job of. 

The second is over our financial operations, really our financial 
reporting, and because of some of the errors and findings they 
found, ultimately the auditors could not tie to and substantiate, ba-
sically provide an opinion on our ending balances. 

So what we are putting in our general ledger, they are basically 
saying you need to improve your internal controls and your report-
ing processes so that ultimately we can tie to your reporting bal-
ances at the end of the year. 

And the third is improving our controls and accounting over obli-
gations and unliquidated balances, and so, for example, we may 
have an obligation on the books, but we are not timely de-obli-
gating an obligation. So a contract may end or a producer may can-
cel the contract, and the Oakland NRCS outfit is not timely de-obli-
gating that contract and returning the funds back to de-obligated 
status.

So it is not that the funds were improperly used or wasted. It 
is more of just the accounting is not happening in time with where 
it needs to. So it is a lot of very technical, very complex things, and 
again, this comes back to earlier. I appreciate that you just arrived, 
but we talked a little bit about some systems we are putting in 
place to provide better controls over our financial management, the 
Conservation Delivery Streamlining Initiative, where traditionally 
we have asked our field people who are conservationists to be ac-
countants. Not a good deal. 

I do not want to have our accountants doing conservation. I do 
not want conservationists doing accounting. 

And so what we are doing right now is in the midst of flipping 
that around, and we are putting our conservationists back to doing 
their mission, but then putting all of the back office stuff with the 
pros and upgrading our management controls. So we are really 
close.

So our goal for 2016, I am calling 2016 the year we get opinion-
ated. We are going to try and get a qualified opinion on our bal-
ances so at the end of this year our goal is to get a qualified opin-
ion, which is a fancy way of saying we end with good, clean bal-
ances, which means we start fiscal year 2017 with good, clean bal-
ances.

And then if we can maintain our balances a whole year for fiscal 
year 2017, we then end fiscal year 2017 with clean balances, which 
is the ultimate goal line. 

So we are pulling out the stops this year. We are doing every-
thing we can. We are throwing the kitchen sink at this. So, for ex-
ample, we are bringing in in two weeks all 50 state conservation-
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ists and all the NRCS allowance holders, basically the people who 
are in charge of the money, and we are having a multi-day finan-
cial management boot camp. We are getting lay people, you know, 
really real world examples of the do’s and don’ts. 

And really everything that you do, frankly, impacts the financial 
audit, how you hire people, how you fire people, how you procure 
vehicles, how you procure pencils, how you manage your ease-
ments, how you let contracts. All roll up to the audit, and so we 
want to make sure everyone is crystal clear on their management 
responsibilities to ensure a clean balance. 

So it is an example of our commitment to really get this right 
and make sure that the committee is comfortable with our financial 
stewardship.

Dr. HARRIS. I understand. My son is an accountant, and I am a 
physician. I do not understand any of that accounting. You have 
just got to be an expert in it. 

Given that, are you going to hire experts into your shop or are 
you going to use the Department’s experts? How are you going to 
do that? 

Because ultimately, going forward I think the audit indicates, 
yes, you need some expertise. 

Mr. WELLER. Yes. Short answer is yes. So within NRCS what we 
have done, and again, with this Committee’s support and oversight, 
again, this is an internal NRCS inside baseball deal. We have, just 
starting this fiscal year, completely overhauled NRCS’ business op-
erations. So traditionally we essentially were like 52 affiliates 
where each State had their own human resources (HR) financial 
management and procurement operations. 

We have rolled that up so that, for example, for the audit you 
essentially have 52 business entities writing to your general ledger, 
and frankly, they were not necessarily following good accounting 
principles.

So that leads to the place where we are at. So what we are doing 
now is we have a national business operations team. So services 
are now being provided for all 50 offices from national teams. 

So we are now bringing that consistent management, consistent 
oversight, training, the hiring of real pros who are expert account-
ants and financial management folks to be part of these national 
teams, and they are the ones that are going to be providing the 
stewardship of the dollars, ultimately ensuring that we are doing 
a good job for service delivery, but then making sure at the end of 
the year we can report out our finances effectively. 

Dr. HARRIS. Well, thank you very much. It sounds like you have 
got a handle on it. 

I yield back. 

CONSERVATION DELIVERY STREAMLINING INITIATIVE

Mr. ADERHOLT. Let me go back on the CDSI that we had talked 
about a little earlier. 

Are you still expecting the project to cost around $204 million in 
total?

Mr. WELLER. Yes. Let me just break that down. That sounds like 
a really big number and it is. To date since we started this in 2010, 
NRCS has expended about or obligated about $56 million. The total 
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life cycle over ten years, the total development costs are about $100 
million, and the remainder is actually the O & M, the operations 
and maintenance of the system. 

So to deploy the three legs of this new strategy, the total cost 
over ten years is about $100 million to plan and design and basi-
cally build a system, and then to operate it basically ongoing costs 
that all IT systems require is about another $100 million over ten 
years.

EMERGENCY WATERSHED PROTECTION

Mr. ADERHOLT. The fiscal year 2016 Omnibus provided $157 mil-
lion for Emergency Watershed Protection Program (EWP) to fully 
fund the massive backlog of projects in need of disaster assistance 
funds.

How has the NRCS administered these funds? 
Mr. WELLER. So we are about to allocate those funds out to the 

States, and again, we are very appreciative of the committee’s un-
derstanding and response to the concerns for disaster recovery and 
disaster restoration assistance across the country. 

So we have a backlog of projects because we are essentially out 
of funds, particularly for non-Stafford Act emergencies. And so 
what the committee did, which is really very appreciated, is pro-
vide resources for those non-Stafford Act disasters. 

So we are about a week away from allocating those monies to the 
States and then turning our local State offices and to our partners. 
Critically, these are all locally sponsored and led projects, turning 
them loose to actually do the recovery on these projects that have 
been waiting for help. 

Mr. ADERHOLT. You mentioned the backlog. What is the current 
backlog?

Mr. WELLER. About $127 million. 
Mr. ADERHOLT. Oh, as of December 2015, there was over $110 

million backlogged for EWP, just that alone. Why were no funds re-
quested for any watershed programs, including the Watershed Re-
habilitation Program, which received $12 million last year, and the 
Watershed and Flood Prevention Program, for which you requested 
$200 million last year? 

Mr. WELLER. Well, we have done a good job with the resources 
the Congress has provided us. So, for example, out of the Water-
shed Rehabilitation Program in the 2014 farm bill, it provided 
about $250 million in mandatory money for the Rehabilitation pro-
gram, and NRCS was able to take those resources and, within a 
matter of about 6 to 8 months, worked with partners and identified 
key projects, the watershed infrastructure projects that are most at 
risk of failure and also presented the greatest risk to public safety 
and get all of those dollars obligated into planning, design and con-
struction contracts. 

So we are pretty proud of how quickly we were able to respond, 
and once all of those projects are fully constructed and built, we es-
timate it will protect the life and safety of over 300,000 people 
across the country. So it is a pretty, I think, significant, positive 
return on investment. 

We are appreciative of the resources provided in the 2016 Appro-
priations Act that provided monies, discretionary dollars, also for 
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the Rehabilitation Program. Historically for the administration 
they have not requested discretionary money in the rehab program, 
and the President’s budget cites this as not the priority within the 
budget. That is as far as I can go as to why they were not provided 
in the budget. 

Last year in 2016, again, the President requested $200 million 
for the Watershed Operations Program. This year the administra-
tion and the President is not requesting $200 million in that pro-
gram, but my understanding is the dollars were instead, in es-
sence, provided or maintained in the mandatory programs. 

So this is the first President’s budget as far back as I can re-
member, at least back to 2002, where a President has not in this 
case called for or proposed cuts to the mandatory farm bill pro-
grams. The Environmental Quality Incentives Program is fully 
funded. Conservation Stewardship Program is fully funded. The 
Agricultural Conservation Easement Program is fully funded. 

So the big three conservation programs are fully authorized at 
their level in the President’s budget, and so I think it was a policy 
choice on where to invest those dollars, and the administration de-
cided to not propose cuts, which just so the committee understands 
is, in essence, then a cost, and instead those dollars were main-
tained in the farm bill programs and not redirected into the Water-
shed Operations Program. 

Mr. ADERHOLT. Thank you. 
Ms. Pingree. 

AGRICULTURAL CONSERVATION EASEMENT PROGRAM

Ms. PINGREE. Thank you very much, Mr. Chair. 
I want to talk just a little bit about the Agricultural Conserva-

tion Easement Program (ACEP). I think you know how important 
a program like this is. I know in my State in the next ten to 20 
years about a third of our farmers may exit being farmers, and we 
are actually doing pretty well getting new farmers in. That means 
that we often need easements as a tool to help make that transi-
tion, and it has really been very beneficial when it works. 

The 2014 farm bill consolidated the Farmland Production, Grass-
land Reserve, and Wetland Reserve programs into the Agricultural 
Conservation Easement Program. My understanding is that the 
easement program gets about 29 percent of the funding under this 
consolidated program, which is less than it had in the past. 

So even though I recognize the value of all the components of 
that, I think the allocation could be more fair given my concerns 
around that. 

So how are you working to make sure the funding allocation be-
tween agricultural easements and wetlands reserve easements is 
more equitable? 

And the other thing I wanted to ask about is also in the 2014 
farm bill. There was a direction that agricultural land easement 
plans be developed under the agricultural land easement compo-
nent of the program. 

Farmers, I do not have to say, rarely have any expertise in writ-
ing an easement plan, and that is really important technical assist-
ance. So how are you supporting them in being able to do that? 
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And again, I cannot emphasize enough how particularly impor-
tant this is when you have older farmers who want to pass their 
farms on to new farmers when there is development pressures and 
communities want to preserve a farm. We are just going to see that 
happening more and more with the value of farmland going up and 
farmers aging out. 

Mr. WELLER. It is a critical tool, and it is a really valuable pro-
gram for us, and we are appreciative to have the authority and the 
responsibility to deliver, I think, one of the biggest easement pro-
grams in the country. 

It is way oversubscribed. So, for example, just on the easement 
side, on the wetland easement side of the component, the one leg 
of the ACEP, we can only fund 18 percent of the funds required, 
and on the ag land easement component, the working lands ease-
ment component, we can only fund about a quarter, 25 percent of 
funds requested. So it is way oversubscribed. 

You asked about the allocation. This is something between the 
split between these two legs, between the ag land easement and 
the wetlands reserve easement. It is demand driven. So historically 
if you look back to when we had essentially three easement pro-
grams, the Wetlands Reserve Program, the Farm and Ranchland 
Protection Program, and the Grasslands Reserve Protection Pro-
gram, traditionally the dollars were about 70–30. Seventy percent 
roughly, plus or minus, were for wetland easements and the other 
30 were for the working land easements. 

And that demand has continued to essentially follow the histor-
ical trend. So we allocate the funds to States based on demand, and 
then the split is really based upon, again, the demand at the State 
and local level for the programs. 

This is not a decision that I made or the national program lead-
ers make on how to split the funds. It is really about what the local 
folks need to deliver the program and what landowners, frankly, 
are interested in doing. 

Ms. PINGREE. So it might be interesting at some point just to get 
a sense from you—you do not need to do it now—of what amount 
of money it would take to get closer to filling the backlog on that. 
I think that becomes increasingly important in the whole scope of 
what we spend through USDA. 

This is not one of the biggest programs, but maybe some input 
would be helpful there. 

CSP SIGN-UP FEE

I will just ask you one other question. You talked quite a bit al-
ready about the Conservation Stewardship Program (CSP), and in 
all these areas I really appreciate the thought you are giving to it: 
the reorganization, the modernization, updating, thinking it 
through. I think that is just going to have great long-term benefits. 
So thank you for doing that. 

I wanted to just look at a small area. There is a new payment 
minimum of $1,500 for the 2016 sign-up period, and we applaud 
that. It is a big opportunity for small producers because, as you 
know, if you were too small, you probably would not get into the 
program because there were just higher costs to do that. 
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And so when you are restarted, I think that NRCS should do 
more to promote this change so that people know more about it. So 
in your rethinking of this, have you included some opportunity for 
outreach on that? 

Are you planning to actively promote the $1,500 minimum na-
tionally at the State level? 

What are you thinking about that? 
Mr. WELLER. So just real quickly, first, and I apologize for not 

answering your question on the easement plan. We just quickly 
touched upon that. 

NRCS can help producers develop that easement plan. 
Ms. PINGREE. Oh, right, right, right. 
Mr. WELLER. And the partner can also develop it. So it is some-

thing that does not need to be really wonky and complex. It is 
something that we think is easy to do, and we really want it to be 
substantive, but we are not expecting an individual landowner to 
have to come up with his or her own easement plan. 

So it is something that we have assistance. We actually will help 
people plan and then use their plan long term. 

It is a living document. So it is something that can change over 
time as the management in the farm wants to change. It is really 
something to help a farmer, not something to be punitive. 

Ms. PINGREE. And great. Thank you for that because you’re right 
that it’s an important program. 

Mr. WELLER. Regarding CSP, we need to do a better job of mak-
ing the program attractive to small producers. They could be small 
by farm sales, by acreage. They could be suburban, urban oper-
ations, but really limited resource producers also. 

Just traditionally they were not ever attracted to the program 
because ultimately their payment was not worth their time and 
hassle.

Ms. PINGREE. Right. 
Mr. WELLER. So we think a $1,500 minimum, which we can sup-

port from a stewardship standpoint, but also from a financial 
standpoint will make this more attractive, particularly for smaller 
operators.

And, yes, we really want to promote this big time, but also we 
really want our partners, both in the ag community and in the con-
servation community to help do that outreach, and in the organic 
community. We think this is a great program that would be excel-
lent for organic production to take a look at and really see how it 
could help benefit their operations. 

So we really would like to talk to any and all organizations that 
can help us do good outreach and understanding, but, yes, we are 
excited about a higher level minimum payment, and we think it is 
going to have more people take a second look at the program and 
expand, I think, the diversity of folks in every sense who are par-
ticipating in CSP. 

Ms. PINGREE. Great. Well, I am glad you are enthusiastic about 
that, and we definitely also can give you some more ideas of who 
can help with the outreach. 

Thanks.
Mr. ADERHOLT. Mr. Young. 
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WETLANDS DETERMINATION METHODS

Mr. YOUNG. Just a final issue I want to bring up, and that is an 
issue I brought up last year regarding the State off-site methods, 
SOSM.

As you know, I mentioned earlier just the uniqueness of the land 
in the upper Midwest, the prairie pothole region, and since you 
were last before the committee, the process has been implemented. 
Can you just give us some insight about how those methods are 
going and a little update on this? 

Mr. WELLER. Yes. So just real quickly background, what this is 
is dealing with our responsibilities on wetlands compliance, and in 
the prairie pothole region, particularly the four main States, which 
are Minnesota, North Dakota, South Dakota and Iowa, frankly, 
NRCS in each State was taking a different approach on how to do 
wetland determinations. 

So we are bringing a standardized, consistent, transparent, ac-
countable approach for doing wetland determinations, and in some 
of the States we are doing a lot of what we call on-site, where we 
literally have folks drive out to every farm and do the on-site deter-
mination, which is fine, but in the end it is very time intensive and 
very expensive. 

So we instead are now putting in across the four States a con-
sistent approach where we are using off-site technology, so aerial 
photography, remote sensing technology, and where we think we 
can do as accurate a determination as an on-site, but in half the 
time.

So, for example, we currently have a backlog of about 3,300 de-
terminations left in the four States of the prairie pothole region. If 
you were to do all of those on-site, you know, that would be the 
equivalent of dedicating 24 or 25 people full-time and that is all 
they did. 

If you do off-site methods, it is about ten to 12 people full time 
to do the determinations. So you can get all of the determinations 
done with half the people, half the cost, and do just as accurate a 
job.

But let me be clear. If a producer does not like their off-site de-
terminations, they have the absolute right then to request an on- 
site. So they still have access to an on-site if they do not trust what 
was determined and they really want to have someone come out to 
kick the dirt and really see what is going on in the field. That is 
absolutely their right, and they can ask for that. 

They can then appeal that determination to do a second on-site 
determination. They can then appeal that to the National Appeals 
Division. So all of the protections and ability of a producer to really 
get a determination they trust and that has gone through a very 
solid and accountable process is still there, but we think the vast 
majority of producers are going to get their determinations made 
faster, more accurately, and they will be happy with the determina-
tion because a lot of times it is a no wetland determination and 
they can get their report quicker, faster. They can get improve-
ments in their fields done faster. 

Mr. YOUNG. So how often has an appeal been filed? 
And then talk about the decision being reversed. 
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Mr. WELLER. Appeals, I would say a relatively small proportion 
because most times it is a non-finding. There is a no wetland deter-
mination. So a producer just wants that assurance that that is 
what they knew, but before they put in the tile line or make the 
change in their operation, they really do not want to risk losing 
their USDA benefits, and so they just need a determination. 

Unfortunately, because of the huge surge in demand for deter-
minations, it was taking our field folks a long time to get to them, 
which is very frustrating then because then you are waiting some-
times months or longer to get your determination so that you can 
move forward with improvements in your farm. 

Mr. YOUNG. And those benefits specifically being there could be 
large crop insurance benefits? Is that what you are alluding to? 

Mr. WELLER. Well, the crop insurance benefits now, yes, have 
been recoupled in the new farm bill, but really I was speaking to 
the NRCS FSA benefits, not necessarily the risk management ben-
efits.

Mr. YOUNG. Thank you. 
Mr. WELLER. Thank you. 
Mr. ADERHOLT. Ms. DeLauro. 
Ms. DELAURO. Thank you very much, Mr. Chairman. 
Chief, it is very nice to see you. I just would mention that we 

knew you were a star in 2007, and you continue to be a star, and 
I wanted to say personally a thank you to you because I had just 
become the Chair of the Agriculture subcommittee of Appropria-
tions in 2007, and you came from the Budget Committee to staff 
this subcommittee, and I thank you for helping me get through the 
2008 farm bill, and it is a delight to see you here today. 

I was also pleased that we were around for the birth of your sec-
ond child. 

Mr. WELLER. Thank you. 
Ms. DELAURO. And I hope everyone is well. 
Mr. WELLER. Thank you. 
Ms. DELAURO. It is great to see you here, Jason. 
Mr. WELLER. Thank you. 

ANTIBIOTICS AND LIVESTOCK

Ms. DELAURO. I have two questions that I want to ask. The first 
one is about antibiotics and livestock, and it is a crisis, and we 
think that environmental stewardship efforts should play a key 
role in addressing the problem. 

As you know, antibiotics are routinely fed to healthy animals and 
can contaminate critical natural resources. NRCS’ land conserva-
tion programs, in my view, can and should play a critical role in 
looking at how we improve water quality and animal health. 

So you have got conservation activities, vegetative buffer strips, 
and perennial cover. They are effective in reducing those levels and 
surface runoff in farmland, practices in keeping antibiotics out of 
the water supply and the food supply. 

You have got a group of practices that can help to deal with this 
in many respects. What I want to ask you in this regard is: is 
NRCS able to utilize the tools that are available through the Con-
servation Stewardship Program and EQIP to support producers in 
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their efforts to combat resistance through management production 
practices?

And is there an opportunity to create an initiative through EQIP 
or a new effort through CSP that would be aimed at addressing an-
tibiotic resistance? 

And is there adequate funding for these programs? 
And then I have an additional question after that on watersheds. 
Mr. WELLER. Nice to see you, ma’am. 
Ms. DELAURO. Good to see you. 
Mr. WELLER. Thank you. 
So antibiotics and really animal health is not necessarily a direct 

resource concern that NRCS traditionally focuses on. We more 
focus on the wildlife population, soil, water, air quality. You under-
stand all of that. 

But a lot of the practices, as you said in your remarks, can ad-
dress transport off an operation of animal waste that could contain 
in this instance biotic materials to prevent them from getting into 
surface waters. 

So, yes, when we are working with a producer or a livestock op-
eration to better manage their manure and other animal waste, to 
manage their incorporation of manure and animal waste into the 
soils is part of the recycling process of the nutrients and putting 
in basic protections around the farm so that water and soil do not 
leave the farm. You really keep all of those valuable components 
on the farm, but also prevent pollution from leaving the farm field. 

Absolutely, I think there could be a direct benefit on this, but 
having a specific initiative that we focus on antibiotics is not nec-
essarily something that we are authorized to do. 

Ms. DELAURO. I understand that, but I am just thinking that 
with the efforts that you do have that, in fact, this can play a very 
big role in us being able to, again, deal with food supply, water 
supply, et cetera, and cut back because of the practices. 

And I would just ask you to keep that in mind and think about 
the use of EQIP or others to be able to address this issue. And I 
know you are not authorized to do it, but I think we can get a dou-
ble benefit out of what you are authorized to do and then what is 
a consequence of what you are doing in terms of this issue, which 
is of particular importance. 

Mr. WELLER. Yes, absolutely. A lot of our practice is really to im-
prove animal health, and so you could, for example, have a dairy 
operation where the dairy cows spent a lot of time in pastures that 
are denuded, that are full of muck, that are not good environments 
for dairy health, and the conservation practices can come back in 
and improve the health of the pastures. You have further grazing 
opportunities. It protects the soil, protects the water that is leaving 
the farm, but it also, frankly, improves the health of that dairy, 
and so the animals themselves are healthier, more resistant to dis-
ease.

You have less milk loss production because the animals are in a 
better state. So there is that indirect benefit that may address a 
component of what you are concerned about as well. 

EMERGENCY WATERSHED PROGRAMS

Ms. DELAURO. Thank you. 
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And this is about watershed operations. We are very grateful to 
your efforts in helping us in Connecticut, given what happened 
with Hurricane Sandy. As you know, businesses, homes really were 
destroyed and the shoreline completely reshaped as a result of 
that.

You played a vital role in helping us to address that. If you could 
just speak to the value of the Emergency Watershed Protection 
Program and why it is so important for this body to provide sub-
stantial and robust funding in the wake of a natural disaster, such 
as super storm Sandy, which was really devastating and we are 
still feeling the consequences of that today. 

Mr. WELLER. It is a really important program, and we had a lit-
tle bit of dialogue before you were able to arrive on EWP. This 
Committee has provided the resources we are very appreciative of, 
and as you know, after the 2011 Deficit Control Act, previously 
emergency appropriations, this program has traditionally been 
funded through emergency appropriations. 

Ms. DELAURO. Right. Right. 
Mr. WELLER. It has to be for Stafford Act disasters only. 
Ms. DELAURO. Right, right. 
Mr. WELLER. Which limited a lot of support that we could pro-

vide traditionally for non-Stafford Act disasters around the country. 
And what we are very appreciative of, and a lot of these commu-

nities will be very thankful for, is this Committee invested signifi-
cant resources in the EWP for non-Stafford Act disasters. So these 
are local, smaller scale disasters that would not necessarily rise to 
a presidential declaration. It could be a wildfire. It could be a hur-
ricane. It could be tornadoes or ice storms, but things that are real-
ly damaging to agriculture, but really to communities. 

And so the money is provided by the committee, and we are 
going to in the next week or so allocate out about $127 million in 
non-Stafford Act assistance that will go to States all over the coun-
try, to these local communities. 

And to be clear, this is not benefitting NRCS. It is local project 
sponsored. Cities, townships, counties are the project leads for this, 
and so it is about removing debris from waterways that prevents 
flooding. The next time it rains or storms, you are not going to be 
destroying infrastructure or washing out a bridge or a culvert. 

It could be wildfires in the West, particularly this past summer 
in Washington and Oregon and California, devastating wildfires 
that right now have naked slopes, and when it is raining and 
snows, all of that sediment and debris comes washing off the moun-
tainsides. As we have seen dramatically in Colorado, it can have 
devastating effects. 

So we can come back in, re-vegetate, re-inforce that, put in diver-
sions so that it protects communities and homes from flooding and 
from damage from debris, but also rehab those mountainsides with 
vegetation.

We have an enormous array of tools in the tool chest, but criti-
cally these are locally led projects, and it is about helping local 
communities and townships recover from a disaster event. 

And the program is really vast, and we are very proud of how 
quickly it moves. It is locally led and targeted and ultimately we 
think really successful. 
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Ms. DELAURO. Right. And we are really grateful, again, in the 
help for West Haven, Connecticut in the purchase of flood plain 
easements, which was really very, very critical. 

So thank you and just the very, very best. 
Mr. WELLER. Thank you, ma’am. 
Mr. ADERHOLT. Mr. Palazzo. 

GULF OF MEXICO INITIATIVE

Mr. PALAZZO. Thank you, Mr. Chairman. 
Thank you, Mr. Weller, for being here today. 
I would like to discuss NRCS efforts being conducted in the Gulf 

Coast region. There is a ton of environmental and biological diver-
sity along the coastline of the Gulf of Mexico, and so I would like 
to bring up a couple of questions regarding the steps being taken 
by NRCS to ensure the preservation of these natural resources in 
the region. 

I mean, we have 1.3 billion pounds of seafood that comes out of 
the Gulf of Mexico each year. How are you all working with local 
fishermen and others to preserve our fish and shellfish stock while 
also meeting the public’s demand for gulf seafood? 

Mr. WELLER. So, in part, sir, we recognize the value of private 
land stewardship in terms of maintaining the health and the boun-
ty of the Gulf Coast ecosystem, and it is one of the reasons why, 
in the wake of the Deep Water Horizon oil spill, USDA was a 
strong advocate for participating in the Trustee Council and the 
Restore Council efforts in the Gulf Coast region, and really our 
mantra has been if you look at the land ownership in the five 
States of the Gulf Coast region from Texas all the way to Florida, 
almost 90 percent of the land in those five States is privately 
owned, and those are predominantly rural lands. They are farmed; 
they are forested; and they are ranched. 

So if you care about both the water quality and the quality of 
life, the economic vibrancy of those communities, you have got to 
start first and foremost with those farmers and ranchers. 

So, for example, we then launched a targeted effort which we call 
the Gulf of Mexico Initiative you may have heard about. Because 
we like acronyms, we call it GOMI, G-O-M-I, where we identified 
one or two river systems, small river systems that went upland 
into the upper parts of the State, but really impacted Gulf Coast 
resources, and there we are working voluntarily with farmers and 
ranchers to put in place conservation practices that improve their 
bottom line, but also reduce loss of sediment and inputs off their 
farm fields, ultimately then reducing water quality concerns down 
in the Gulf Coast region, and we think then helping to heal the es-
tuaries that those shrimp fishermen depend upon for their produc-
tion.

MISSISSIPPI RIVER BASIN INITIATIVE

Mr. PALAZZO. Yes, and I have heard some talking about the Mis-
sissippi Basin watershed. You know, all of the water from all of the 
States along the Mississippi, it comes eventually and enters into 
the Gulf of Mexico, dumping nutrients, and other human activities 
are going in there, and it is creating as you also know a dead zone 
in the Gulf of Mexico. 
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In 2015, I think it was probably one of the largest that we have 
seen in a long time, almost 5,000 square miles. The Hypoxia Task 
Force only covers 1,900 square miles, the size of Connecticut and 
Rhode Island, just to put it in perspective. 

So it is not just, you know, our State. It is the entire watershed. 
What initiatives do you have? And I understand, you know, con-
servation especially in Mississippi and southern states, I mean, we 
take conservation very seriously. We want clean water. We want 
clean air. We want to continue our sporting heritage for genera-
tions to come, fishing and so forth. 

Is there an emphasis on trying to address how we can shrink the 
dead zone or prevent it from becoming larger? 

Mr. WELLER. Yes. So we have had, similar to the Gulf of Mexico 
Initiative, this is what we call landscape approach to conservation 
in the Mississippi called the Mississippi River Basin Initiative, 
MRBI, where we know we do not have the resources to treat every 
acre. You cannot provide palliative care to every farm field, but 
what we are trying to do is to then target where there is the great-
est risk of loss of sediment or nutrients. 

So we generally know through science and State and local folks 
where those areas are, those kind of critical areas, those priority 
zones. We are then focusing, targeting assistance to producers, vol-
untary assistance again. 

But it is hard when you talk to producers, I am sure you realize, 
whether they are in Wisconsin or Minnesota or Iowa. They do not 
really have the emotional personal connection with the Gulf of 
Mexico, but they do have that personal connection to their local 
creek, their local watershed, their local community. 

And so, for example, that is why we are partnering with the 
State of Iowa and their Iowa Nutrient Reduction Strategy, working 
side by side with the Iowa Department of Agriculture and others, 
the Iowa Agricultural Water Alliance, where they are taking a 
proactive voluntary approach working with farmers in Iowa to ad-
dress the local concerns that may be impacting the City of Cedar 
Rapids or Des Moines. 

Ultimately it will benefit folks on the Gulf Coast, but you are 
making it tangible and real for folks in Kentucky, in Ohio, in Indi-
ana, how they can be part of the solution, but also see improve-
ments in their communities that ultimately will roll up to cleaner 
water flowing in the Gulf. 

Mr. PALAZZO. Well, we just need to get them to come down there 
and do some fishing, and I believe they will have that emotional 
connection to the Gulf Coast. 

Mr. WELLER. Right. 
Mr. PALAZZO. Thank you, Mr. Chairman. 
Mr. ADERHOLT. Is that an invite? 
Mr. PALAZZO. That is an invite for everybody on the committee. 
Mr. ADERHOLT. Mr. Farr. [Laughter.] 
Mr. FARR. You pay the airfare and we will be there. 
Thank you very much, Mr. Chairman. 
Thank you, Mr. Weller. 
I have always been impressed by your leadership and knowledge 

particularly in this area. I think you have got a great public career 
in front of you, and I hope you will stay in public service. 
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ORGANIC PRODUCTION AND CSP

I want to ask you a question about the Conservation Stewardship 
Program, the CSP, and organic production. In my State of Cali-
fornia, producers have enrolled over one million acres in CSP since 
the program was created in 2009. I am pleased to see that the or-
ganic producers in California have been able to take advantage of 
this opportunity illustrated by the fact that last year 25 percent of 
all the acres funded through the CSP in California were organic. 
That was well above the 2015 average of less than one percent of 
all acres enrolled in the program. 

Through the CSP, organic producers can adopt conservation en-
hancements that address their unique conservation needs and 
farmers transitioning into organic production can receive support 
for their management efforts as they complete the three-year tran-
sition period. You have to be clean for three years before you can 
start growing organically or marketing organically. 

I understand that NRCS is in the process of finalizing a major 
overhaul of the CSP, which is scheduled to update the program for 
the 2017 sign-up. I appreciate the NRCS effort to make the CSP 
more accessible, flexible, and farmer friendly. 

But I also want you to assure us that the key conservation activi-
ties that benefit organic producers are not eliminated in this proc-
ess. It is absolutely critical that these enhancements not only re-
main available to NRCS as NRCS revises CSP for next year’s sign- 
up, but they should also be appropriately scored and rewarded to 
reflect the environmental benefits achieved. 

So I have heard some concerns that the changes may be made 
to the program and those changes would eliminate some of these 
organic oriented practices, including transition to organic cropping 
and grazing, as well as organic Integrated Pest Management, IPM. 
Could you speak to those issues? 

Mr. WELLER. It is good to see you, sir, and I appreciate your sup-
port for NRCS over the years, and I have enjoyed working with you 
both on this Committee, but also in this role, in this capacity, and 
I appreciate your support for NRCS. 

So we had a little bit of conversation before you were able to ar-
rive about CSP, and we are looking at upgrading the CSP and 
making it a more flexible, transparent, easy to use program. So we 
think it is a good program. It is America’s largest, maybe the 
world’s largest conservation program. 

So we are taking that responsibility very seriously, which is why 
I delayed the rollout of the enhancement, the upgrade. My grand-
father was a carpenter, and he always had his adage, ‘‘measure 
twice, cut once.’’ 

We are measuring about five or six times because I need to make 
sure; we need to be 100 percent confident this is going to work, the 
producers will like it, and it is an improvement. We cannot afford 
to go backwards. 

So what we are doing right now is we have sent out kind of the 
alpha model of this upgrade out to the States, and we are asking 
our State offices, but critically some key district offices or field of-
fices, to do a one-on-one test drive of the upgraded CSP right now. 
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So February, March and April are the three months we are rely-
ing on our field people across all 50 States. We need to have geo-
graphic diversity and production diversity, and hear directly back 
from them and from customers, from farmers, what do they think. 

And so that is one of the things we are asking them to look at, 
is organic production. How does the new CSP work, fit or not? We 
think it fits and will be very popular and well received by the or-
ganic production community, but we need to actually make sure. 

We are not throwing all of the enhancements overboard. We are 
actually, frankly, getting rid of some of the flaky ones and we are 
putting in better enhancements. So we think it is going to be in the 
end a much better program and easier to use. 

STATE AND LOCAL GOVERNMENT PARTICIPATION

Mr. FARR. One of my boilerplate sort of questions as I am leaving 
Federal service and all of the committees is what I have been con-
cerned about is how the Federal Government brings so much to the 
table at the local level, at the State and local level, and how often 
we never require those local governments, which are part of the so-
lution, the family of governments that provide all of the services 
and infrastructure; how little we require of them to sort of get 
these benefits. 

I mean, normally, you know, every grant you give the private or 
public sector they want to know how much skin is in the game. 
How much are you putting up? We do not ask. 

And I wondered in your program: do we ask States and local gov-
ernments using their zoning authorities; are we paying for pro-
grams that essentially ought to be protected under other laws and 
where the States ought to have those responsibilities? 

Mr. WELLER. Well, I do not want to necessarily get between Con-
gress and a local county supervisor. We do not necessarily in the 
programs that we deliver. They do not require or expect, in most 
cases, that local match or contribution from local government. It is 
really a relationship between an individual landowner and NRCS. 

But there are examples. Like we had in a previous conversation 
about the Emergency Watershed Protection Program, which is ac-
tually locally led. So that is a county or city or township. They are 
the project sponsor. They have to be bringing a match. 

So it does not necessarily have to be cash, but they can be pro-
viding in-kind support, so engineering support, doing all of the ad-
ministration assistance. 

Mr. FARR. Well, this is kind of a generic question that I think 
that we ought to engage other governments in being part of the so-
lution. We were talking about it yesterday with veterans’ benefits 
and things like that, and we cannot solve the problem for veterans 
unless, you know, you have local support there in their commu-
nities.

It is just a generic question of whether you kind of rank States. 
I mean, California does a lot of land use protection because of all 
the laws, the riparian laws, slope laws, all the kinds of things that 
each city and county have to do in developing their general plan. 

And I think that may be why California as a percentage of real 
estate does not have as much in this program, because I think a 
lot of it is taken care of locally. So there is a State that has used 
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self-help to essentially arrive at the same consequences that this 
program is trying to do. 

Those States ought to be rewarded more. I mean, we ought to 
use this as a carrot and a stick, and I do not think we have much 
stick. Anyway, it is not going to be answered in this appropriations 
hearing, but it is just something I think we ought to be thinking 
about as we are going to try to get a better bang for our federal 
buck.

We ought to require that our partners in this program put some 
skin in the game or some zoning or some land use management. 

REGIONAL CONSERVATION PARTNERSHIP PROGRAM

Mr. WELLER. Well, with the Chairman’s indulgence, if I may just 
respond, so we actually do have a carrot, and I have not had a 
chance to talk about it yet, and that is a new authority that the 
2014 farm bill provided. It is called the Regional Conservation 
Partnership Program, and the way we have taken this new author-
ity is to sort of turn what we do inside out, and instead of NRCS 
saying, ‘‘Well, this is the watershed. This is the forest. This is the 
county we are going to come and fix for you,’’ but instead it puts 
all of our tools on the table, so easements, financial systems, tech-
nical systems, engineering expertise, and it asks partners to iden-
tify what they want to do. 

And so it is a competitive program. We just awarded two weeks 
ago the second round of funding, and what is really exciting is 
while NRCS on our own through appropriations provided by Con-
gress, we have funded about $590 million. We laid out the expecta-
tion that competitive projects are ones that are actually bringing 
match, bringing contributions. 

And so out of $590 million, we have leveraged over $900 million 
of match to then go with those locally designed, locally led projects, 
and what is really exciting to me and what I am really encouraged 
by is that local governments are now aware of this and coming to 
the table. 

So these are counties and these are local municipalities that are 
worried about their water supply, and they see source water protec-
tion, for example, as a better return on their local tax dollar than 
having to go upgrade their water facility or their sewage treatment 
plant, which is very expensive grant infrastructure. Let us put that 
money in green infrastructure. 

And so they see this opportunity to leverage federal money, 
NRCS money with their local tax dollars to go up and do source 
water protection to provide better water quality for communities. 

So I am really heartened to see thousands of partner organiza-
tions coming forward, many of which are local units of government 
and they now have an opportunity to actually lead in a federal so-
lution as opposed to just being left behind or not part of the con-
versation.

Mr. FARR. Well, that is the way it should be, and hopefully you 
will keep track of those that can work themselves out of the pro-
gram. I mean, that is what we are trying to do, is stimulate self- 
help.

Mr. WELLER. Right. 
Mr. FARR. You know, teach them to fish. 
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Thank you. 
Mr. WELLER. Thanks. 
Mr. ADERHOLT. Mr. Valadao. 
Mr. VALADAO. I apologize, Chairman. I have got three commit-

tees at the exact same time, but this timing is perfect. I am guess-
ing Young had something to do with allowing me to jump some-
where in there. 

Mr. ADERHOLT. Yes. 

CALIFORNIA DROUGHT

Mr. VALADAO. He will take credit for it anyway. 
Thank you, Mr. Weller, for your time today and Mr. Young. 
Simple questions. Obviously this is a big deal. The NRCS plays 

a huge role there in the valley, especially everything that is going 
on in the drought, and with the ongoing drought we are facing in 
California, NRCS has committed substantial investments to help 
producers conserve water and build flexibility in their operations. 

In California alone, more than $27 million of fiscal year 2015 En-
vironmental Quality Incentive Program’s funding is directed to-
wards practices that benefit water conservation resilience. 

NRCS has announced an additional $21 million in farm bill fund-
ing targeted to Western States experiencing drought. It is impor-
tant that farmers have the necessary resources available to 
strengthen agricultural operations. 

What is NRCS doing to make these types of programs available 
to the public? 

And a little bit to add to that, just obviously making it to the 
public, but working with your locals. I know quite a few of us, 
being a farmer myself, folks involved in this making sure that staff 
is trained, that they are properly trained. 

And I have heard that there is a little bit of a turnover in some 
of the smaller counties, and that makes it a little bit more difficult. 
So that piles onto the same question as well, making sure that they 
actually know what they are getting into and how to handle as the 
process moves forward. 

Mr. WELLER. So if it is okay, sir, I actually will go in reverse and 
first address your second point. 

I am personally very concerned about the level of what we call 
attrition, people leaving, and it is a pretty high rate, and there are 
a lot of things going on there. 

I think there is, number one, a generation that now they have 
done service, and what is great about NRCS is there are folks that 
spend 30, 40, 50 years of their careers with just NRCS alone, which 
says they really value the mission. They are now retiring. 

But really there are also folks that are burning out because of 
the workload, and if you look at our staff overall from where we 
were just in 2012 to today, we have lost over 1,500 staff because 
of funding reductions, but the workload has not gone away. So that 
has been my responsibility, it is on us to identify how we take some 
of that workload, the burden, off our field folks, but then also pro-
vide them the training and support they need. 

So it starts with simple things like what we have done is we 
have scrubbed what we call above State, basically the overhead of 
the whole operation, and trim out as much of the unnecessary over-
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head as possible, which is saving tens of millions of dollars and in-
fusing that back into the field. 

This was a point Mr. Farr raised with my predecessor a few 
years ago like on our vehicle fleet. We had used at one point over 
10,000 cars and trucks. We have cut that back by close to 20 per-
cent. Just the operational savings and the capital outlay savings to 
maintain that fleet, we saved $53 million over the last three years. 
That is all money that goes back into the field to hire and train 
and retain employees. 

So I care very much about the local field folks. They are under- 
resourced, and we are really trying to bring both more boots on the 
field, but also give them better support so they can do their job 
easier.

So regarding your second point on drought, we understand that 
the drought for California obviously has been devastating. It is a 
millennial drought, the worst in 1,000 years or more, right? It is 
very serious. 

So NRCS has been targeting as much additional assistance as we 
can. We are maxing out our local field folks, but we are really try-
ing to provide as much both technical and financial assistance to 
farmers, producers in the Central Valley, the San Joaquin and Sac-
ramento Valleys, but also the Gulf Coast and Salinas Valley, really 
across the State to help them be as efficient as possible with their 
water; if they do not have access to water, locking down their 
fields, protecting the soils to prevent them from eroding away when 
the rains have returned or when the wind blows so that their fields 
are not degraded or injured so that when they are able to plant 
again, they are going to have resources available. 

So if you look nationally, NRCS over the last four years has in-
vested over $1.5 billion in systems or practices that help them ad-
dress water shortages, so basically improving the resilience of 
farms and ranches to drought conditions. 

Mr. VALADAO. All right. Well, thank you. 
And then one point, not really a question. But in talking with the 

engineering friend of mine who works with a lot of farmers, some-
thing specific to dairy, which is something I know very well, such 
labs, he said he went through the whole process, had a plan drawn 
up that would qualify for funding, and what it cost in engineering, 
what the project cost in thickness, rebar and all the other stuff to 
meet, I am not sure whose standards. It was actually cheaper for 
him just to go and build to code in the county without anything, 
and so if you think about it, to tie up all the resources necessary, 
especially in thickness of concrete types of materials used, metals 
and things that go into the concrete, does it make sense to have 
standards so high that it is above and beyond something that the 
country recommends? 

And for someone who wants to make a good, sound investment 
on their farm, do we really want to dump that type of resource? 
And I have seen it myself on shades, and this has nothing to do 
with you, but where you see on old farms shade posts that are up 
for 50, 60, 70 years where it is basically a piece of wood stuck in 
the ground, and then now to meet some of the codes you literally 
have to dump half a truck of concrete. The truck is like nine yards, 
nine and a half yards of concrete in a footing, and it is just above 
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and beyond what I think is absolutely necessary, and obviously the 
cost is just something that does not make any sense. 

So just a point that it is something that you should pay attention 
to and see if there is something on that side of it. 

So thank you. 
Mr. WELLER. Thank you. 
Mr. VALADAO. Thank you, Chairman. 

IMPROPER PAYMENTS

Mr. ADERHOLT. Let me just close in asking about some improper 
payments. NRCS is considered one of USDA’s 20 high-risk pro-
grams, and the OIG reported a 23 percent of improper payment 
rate in fiscal year 2014 for Farm Security and Rural Investment 
Programs administered through the NRCS. 

In addition, the Inspector General has issued numerous reports 
on your financial management process and controls. While NRCS 
has made great progress and we recognize that, there are a num-
ber of deficiencies that remain. 

Can you talk a little bit about what NRCS is doing to try to re-
duce improper payment rate? 

Mr. WELLER. Again, this goes back to my previous comments and 
this committee’s expectation of really good financial management, 
and we take the improper payments issue very seriously. 

Let me talk a little bit about what is going on there. I would say 
upwards of 80, maybe 90 percent, Jeff? Eighty-seven percent of im-
proper payments are related to this issue that this committee may 
have heard about. The acronym is called SAM and DUNS numbers. 
So SAM is the System for Award Management. DUNS is the Dun 
& Bradstreet number or system. I do not know what the acronym 
stands for. 

There is a Federal Financial Transparency and Accountability 
Act which requires all financial agencies if you make a payment to 
an entity, so that this is not necessarily an individual, but in this 
case if a farmer identifies through their tax filings as an entity, as 
a business, joint operation or LLC or whatever, they are required 
to have both a DUNS and a SAM number. This is not an NRCS 
requirement. This is a federal requirement for all transactions. 

And previously what NRCS had been doing is we had a lot of 
farmers to self-certify that they had current SAM and DUNS num-
bers. When our own internal review teams went out, what we 
found is while there may have been good intent, farmers may not 
have realized these SAM numbers need to be reauthorized or re- 
registered every year. It is not a one-time deal. 

And for a lot of farmers, these online things are a little bit con-
fusing. So their intent was good, but they just did not have a cur-
rent number or the number was entered incorrectly. 

Well, that is officially an improper payment. Now, the farmer has 
done everything right. They have complied with our contract. They 
have implemented the conservation. We paid the exact, down to the 
penny, the right amount. We are not paying felons or criminals or, 
you know, wasting money. It is just they do not have a current 
SAM number. 
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So is it improper or not? I leave that to the Congress to deter-
mine, but according to the law, it is, and so we have to then report 
that as an improper payment. 

So 87 percent of our improper payments are these types of in-
stances where it is more of a technical foul where there just was 
a goof-up on the number entry or the farmer did not realize that 
you have to have it re-upped every year. 

So this is something we are now working with with producers to 
make sure they have current numbers. They are educated in their 
responsibilities, and we are trying to help them as much as pos-
sible. It is very complex, but this is one of these examples where 
I think the intent is good, but the unintended consequences are 
pretty serious. 

So if you take away that improper technical reporting thing, our 
actual improper payment rate is really low. It is something I am 
pretty proud of, that we can do better of, but I would stack this 
up against almost anyone else in our improper payment rates. 

So it is just inflated in part because of this financial technical 
wonky thing. 

Mr. ADERHOLT. What do you expect your improper payment rate 
to be in the current fiscal year? 

Mr. WELLER. So setting aside the SAM/DUNS registration num-
ber, I think it is down to three percent, Jeff? Yes, we are currently 
on trajectory for three percent improper payment rate. 

Mr. FARR. Is it the same number every year? 
Mr. WELLER. I’m sorry? 
Mr. FARR. Is it the same number every year? 
Mr. WELLER. Yes, it fluctuates around that. If anything it is on 

a downward trend as we are really cranking down on our compli-
ance.

Mr. FARR. Do you have to issue a new number each year or is 
it just like a Social Security number? 

Mr. WELLER. Oh, yes. So the DUNS number is a one-time reg-
istration. The SAM is a new one every year. I think it is GSA that 
runs the System for Award Management. That has to be re-upped 
every single year. 

Mr. YOUNG. So if there was a permanent number it would make 
things a lot better? 

Mr. WELLER. Yes, but we are just—— 
Mr. YOUNG. You are just here. 
Mr. WELLER [continuing]. The middle person here and just get-

ting squeezed. 
Mr. YOUNG. Sorry to interrupt, Chairman. 
Mr. ADERHOLT. Thanks for your input. 
Well, thank you for being here today, and we appreciate your 

service. I think everyone on the panel is impressed with your en-
thusiasm and what you do at NRCS, and we look forward to work-
ing with you as we continue on with the budget process and we 
wish you all the best. 

Mr. WELLER. Thank you. 
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