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      MR. QUINN:  Good afternoon, and welcome to today's news conference on the status of the Agriculture Disaster Act of 2003.  I'm Larry Quinn speaking to you from the broadcast center of the U.S. Department of Agriculture in Washington, D.C.  The Secretary of Agriculture, Ann Veneman, is here in the studio with us today to discuss the disaster assistance, and she is accompanied by the Deputy Undersecretary of Agriculture, Floyd Gaibler, Chief Economist, Keith Collins, and Scott Steele, Deputy Director for USDA's Office of Budget and Program Analysis.
      Good afternoon, Madame Secretary.
      SECRETARY VENEMAN:  "Good afternoon, Larry, and thanks to all of you out there who are joining us again today.  I know that we just talked with you last week, but at that time we promised that we would give you additional details on the disaster assistance package, and that's what we are doing today.
      "I'm very pleased that we have with us today our Farm Bill Working Group oversight committee, for lack of a better word.  Keith Collins, Floyd Gaibler, who's our new Deputy Undersecretary in the Farm and Foreign Agriculture Services area, and Scott Steele.  This is the group that has been overseeing the implementation of the Farm Bill.  They've done a phenomenal job, and they've taken that whole process now, and applied the same kind of decision-making and hard work on the part of so many people to get this disaster program, which is much different now implemented.
      "Before I begin, though, I just want to again say that we here in the Washington area, and I know all of you out in the countryside, continue to support the coalition forces that are fighting to bring freedom to the people of Iraq.  We are making progress, and the President and this administration remains committed to this endeavor and to providing humanitarian assistance to the people of Iraq.  We are working hard to make sure that that happens as quickly as possible.
      "Before I talk about the disaster assistance today, I want to talk for a moment and give you one additional update on the Farm Bill.  Because as you know, on Tuesday, April 1, which is less than a week away, that is the deadline for farmers to go to their county offices and update their bases and yields under the Direct and Counter Cyclical Payment Program.
-more-

      "To date, 65 percent of the nation's eligible producers have now updated their acreage bases and yields.  But in some states, the numbers are much higher.  Arkansas, there's 81 percent of the farmers have completed it.  Kansas 80 percent, Nebraska 79, Oklahoma, South Dakota, Illinois, and Iowa, all at 78 percent, and Montana at 77 percent.
      
"Another 25 to 30 percent of farmers are expected to take the default option.  That is, freezing their current bases and adding oilseeds that is provided by the Farm Bill, leaving only about 5 percent nationwide of producers to enroll before the April 1st deadline.
      "Two other important dates are the March 31st deadline for peanut producers to designate their peanut acreage and yields to a farm.  And then the June 2nd closing date for producers to sign their completed contract for the 2002 and 2003 Direct and Counter Cyclical Payment Program.
      "Now I'd like to turn to the 2003 Disaster Assistance Package, and the largest component of that package, the Crop Disaster Program.  This program will reimburse producers for qualifying crop losses in either the year 2001 or 2002.  We are committed to getting assistance into the hands of affected producers as quickly as possible.  USDA's response time is several weeks ahead of the Department's timetables during the last major disaster aid package, even though this is a more complicated bill to implement.  And again, I want to thank our team for their tireless efforts in that regard.
      "We are announcing today that the sign-up under the Crop Disaster Program will begin on Friday, June 6th, with payments to begin shortly thereafter.  There have been concerns by some that implementing this program would penalize producers who purchase crop insurance policies having higher levels of coverage.  We've been listening to the many suggestions and examined a number of different options for implementation.  We are confident that we have selected an approach that addresses most of the concerns that have been raised, and which maximizes the authorities and resources under legislation.
      "Crop disaster payments must be calculated using the same formula as used for the 2002 crop year (further on in the transcript the Secretary corrects this to `2000 crop year’).  This means crop losses for 2001 and 2002 will be valued using the price election for Actual Production History crop insurance policies.  Or if that price is not available, a five-year average.  Crop disaster payments are also subject to a formula, which states that the sum of the crop not lost, the disaster payment, and the crop insurance indemnity cannot exceed 95 percent of what the crop value would have been if there had been no loss.
      
"Crop disaster payments will be reduced if the 95 percent limitation is exceeded.  The value of the crop not lost and the 95 percent limitation will be valued at either the Actual Production History price election or the NASS season average price, whichever is higher.  This is an approach that is consistent with the recommendation of many of the farm organizations that have come into visit with our officials at USDA.
      "We are announcing details of many remaining programs.  We will provide $60 million in hurricane loss assistance for sugarcane growers and cooperatives in May.  Our Farm Service Agency state office in Louisiana has been working closely with the industry to structure this program and expedite the payment of benefits.
      "We will begin sign-up for the $50 million cottonseed program on May 1st, after completion of the 2002 crop-ginning season.
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        This allows the 2002 crop-ginning season to be completed before payments are made.  We also have been working closely with representatives of the sugar beet industry to expedite the $60 million in disaster-related assistance for that sector.  And I'm pleased to tell you that sign-up under this program will begin in June.
      "And we will be administering these funds in a manner that is consistent with the industry's recommendations.
      "We will begin sign-up in July for the $250 million Livestock Assistance Program to reimburse producers for grazing losses.  This program is a bit more difficult to administer, because we have to consider payments that producers already received under the Cattle Feed Program and the Livestock Compensation Program.
      "We have already announced that sign-up for the tobacco payment program began on March 17th and will run through May 16th.  This program will provide an estimated $53 million to tobacco producers.  And we earlier announced that sign-up for the expanded livestock compensation program would begin on April 1st and run through early June.
      
"I want to reinforce that we are moving quickly to get all of the disaster assistance into the hands of producers who have been affected.  We are cutting red tape on the regulation process, including going directly to final rules, where possible, and implementing many regulations through a single expedited mega-regulation.  We will continue to work to implement this assistance quickly and effectively.
      "On a related topic, USDA is also issuing refunds to eligible producers who were assessed payment reductions last year for haying or grazing on lands enrolled under the Conservation Reserve Program.  These refunds will total $16.4 million to producers in 28 states.  Those that have the highest totals under this program are some of the most drought-affected states, including Montana, North and South Dakota, Nebraska, and Colorado.  By their nature, the refunds will be going to farmers and ranchers who were the hardest hit by last year's drought.
      "Producers normally are assessed a 25 percent reduction in their CRP rental payments for haying and grazing on CRP lands.  However, these refunds, which were authorized under the 2003 Disaster Assistance Act, are one more way that we help affected agricultural producers.
      "Details on disaster assistance can be found on our website at www.usda.gov.  Again, we want to get the disaster program implemented as quickly as possible, and those who have been affected will be able to get their payments as soon as we possibly can get them into their hands.
      "I want to thank you all again for joining us today, and I will be happy to take questions along with all of the gentlemen that are here with me today."
      MR. QUINN:  And now, we'll begin those questions from reporters.  Our first question will be coming from Jeff Nalley of WBKR, Owensboro, Kentucky.  And standing by should be Chuck Abbott.  Go ahead with your question, Jeff.
      QUESTION:  Madame Secretary and guests, I thank you for taking time to speak with us today on behalf of farm broadcasters.  We really appreciate being with you and your staff again.
-more-

      You mentioned that the sign-up for the crops will begin on Friday, June 6th.  How long will that sign-up continue?  And the most difficult question, knowing that you didn't write the law, or appropriate the funds, how do address the situation where losses are likely greater than the funds that are appropriated?
      MR. COLLINS:  Maybe I can answer that.  To my knowledge we haven't established a closing date for the sign-up period yet.  And we think it was important to get people the starting date.  And we'll deal with that as we get into the sign-up period.  Regarding insufficient funds that is not going to be a problem.  

      You have seen, I'm sure, that the disaster bill was scored by the Congressional Budget Office as costing $3.1 billion.  Parts of that $3.1 billion are firm caps that we cannot exceed, such as the Livestock Assistance Program has a $250 million cap.  We cannot exceed that.  We'll have to deal with that in a sign-up.  However, for the Crop Loss Program, which was estimated to cost $2.15 billion, there is not a hard cap on that.  That's just a cost estimate.
      It is an open-ended program and we can spend what it takes to meet the qualifying losses that people have.  So there is no limitation.  The cost estimate you've seen is just that, it's an estimate and not a hard cap.
      USDA MODERATOR:  Thank you, Jeff.  Our next question will come from Chuck Abbott and standing by should be Tony Purcell.  Chuck Abbott from Reuters.  Chuck.
      QUESTION:  Given that it will be weeks or even months before farmers receive this disaster aid, and there's a lot of concern about drought returning for a second year in a row in the Plains and Midwest, how is that going to affect crop plantings or production this year, and if I can do one of those great stretches for which we are known in Washington and go to what is now becoming my bete noir, how much credibility do you believe Congress and farmers will attach to the report that's being drawn up by your Payment Limitations Commission, considering the commission is doing all its work in secret, and I've already had some people say to me they think it's just a stacked deck that will favor payments to big producers.
      SECRETARY VENEMAN:  "Okay.  Let me first comment on your drought question, and then I'm going to have Keith Collins also comment on that question as well as on the Payment Limitation Commission because he is the chair of that commission and has been holding regular meetings of that commission.
      "First, on the drought, we are monitoring the drought situation in the country very closely.  Of course we here in the USDA have a dual purpose, both because we are concerned about the ongoing impact of the drought on our farmers and ranchers and on our crop production, and also because the drought, in many areas, affects our national forests, and it impacts our forest-fighting activities for the year, and so we are watching the drought situation very closely.
      "We are working to get these payments out as quickly as possible.  We are working with Interior and other agencies on the ongoing drought.  We are pleased that there has been additional precipitation in the Rockies, although we understand that this is not going to alleviate the long-term impact that the drought has had.
-more-
      "So we are looking at this very carefully, we're making announcements like we did today on the CRP refunds, and continuing to look at ways, through our NRCS and others, that we can assist our producers." 

      DR. COLLINS:  Regarding the Payment Limit Commission, I guess I would say that, first of all, Congress exempted the Payment Limit Commission from the Federal Advisory Committee Act, which means that the commission does not have to give public notification of its meetings, nor does it have to invite the press to its meetings.
      I think the reason Congress contemplated that was, as you noted in your question, this is an area of some interest and sensitivity, and the commission wanted to be able to talk with people who implement payment limitations, of people who enforce payment limitations, people who audit payment limitation cases, people who hear appeals of payment limitation cases, and the commission simply felt that it would be an opportunity to get more frank opinion from those people if the members of the press weren't sitting there and listening to them.
      I don't think I would characterize these meetings as secret.  If I was asked to do a study by Congress, as this commission has been asked to do a study, I would appoint a bunch of people to a study team and they would put themselves in an office and go to work and study, and that's exactly what the commission is doing.  The commission is composed of special government employees, SGEs, they are a study team, they have been commissioned with a specific set of things to study, and they have put themselves in a room and they're going to work and they're doing that.
      They are interested in public comments, and that's why the commission held a public comment period and was receiving public comments, a few are still coming in right now, and so the commission is very much interested in what the public has to say, and certainly the commissioners are not sworn to secrecy or anything like that.
      They're free to talk about what they're doing as commissioners, and hopefully soon the commission will have a report which will help people better understand what payment limits are all about and respond to the charge that the Congress gave the commission.
      USDA MODERATOR:  Our next question will come from Tony Purcell, Texas State Network in Arlington, Texas, and standing by is Suzanne Hubbard.  Tony.
      QUESTION:  Thanks, Larry.  I'd like to follow up on that a little bit, on the subject of payment limitations.  I know you're asking for public comment but the public has no sense of what's going on in the commission.
      So the first question would, or a part of the question would be how would you suggest those wanting to make comments decide which way they want to go? and also could you give us a sense of how that commission is leaning.  Are they leaning toward limiting payments and effectively cutting the large producers out of the program?
      DR. COLLINS:  Well, to respond to the first question, how do people make comments, we did have a Federal Register notice, press releases from the Department, lots of media coverage, that the commission did have a 30-day comment period.  It ended this past week.  I haven't done a final account of the comments but I'm sure we got at least a 100 comments from individuals.
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      I would say that if people want to continue to make comments, they should go ahead and mail them into the commission.  So what they want to say in their comments is certainly up to them.  I would say that what Congress asked for was a very analytical report.
      They want to know what the effects of payment limitations are on various things like farm income, like land value, like agribusiness infrastructure, like rural communities, like commodity supply, demand, and prices.
      They didn't ask the commission, in statutory language, whether the commission thought payment limitations should be tightened or not.  That was not what the charge was.  The charge was what the analytical impacts are of tighter limitations, so that Congress, who has to make those decisions about tighter payment limitations, will understand what the effects would be.
      So it's an exercise to look at the effects.  It's a study report to look at the effects.
      So you're asking me which way the commission is leaning.  They're not leaning in any particular direction.  They're trying to understand what the effects of farm program payments are and then what the effects would be if those payments were limited.
      USDA MODERATOR:  The next question will be from Suzanne Hubbard from KKOW in Pittsburg, Kansas, and standing by is Forrest Laws.  Suzanne.
      QUESTION:  Yes.  My question is regarding the crop insurance that you mentioned in conjunction with disaster aid.  Can you explain that a little bit more, what changes you made, so that those that didn't have crop insurance will be able to take more advantage of the disaster aid payment.
      SECRETARY VENEMAN:  "Yes.  One of the things we wanted to make sure is that we didn't--we put the disaster payment program together in accordance with the law but in a way that did not unduly penalize those who bought crop insurance.
      "We think these risk management tools are very important and the producers need to continue to purchase crop insurance.
      "I'm going to have Keith Collins talk to you directly about the specifics of how the formula works, because it's very complicated.  But I did want to correct the one misstatement that my staff brought to my attention when I was giving my opening statement, in that the crop disaster payments will be calculated using the same formula as for the 2000 crop year.  That disaster program.  I think I misspoke when I stated the year.
      DR. COLLINS:  Okay.  Let me tell you, quickly, a couple of aspects of this program.
      First of all, the crop disaster payment will be made for producers who suffer a loss of 35 percent or greater.
      The loss will be valued--we have to put a value on that loss in excess of 35 percent of normal production.  The loss is going to be valued at the price selection in an actual production history, crop insurance policy, or an old MPCI policy, a yield-loss policy.  Every year, we establish price before the growing season for those policies, and that is how the yield loss will be valued.
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      Secretary just said, the 2000 crop program.
      There are slightly different payment rates for those who have insurance and those who don't have insurance.  You take 50 percent of that price, if you have crop insurance.  If you don't have crop insurance, then you get 45 percent of that price.
      But now it's important for me to tell you, and producers need to know this--if they didn't have crop insurance and crop insurance was available to them and they didn't buy it, in order to receive this disaster payment they have to agree to buy crop insurance at buy-up coverage levels for the next two years.
      So this program is probably going to increase crop insurance participation and buy-up levels.  Now one of the new "wrinkles" in this disaster bill is that there's an overall cap on the amount of payments someone can receive.
      What they actually produce, plus their crop insurance payment, plus their disaster payment, can't exceed 95 percent of the value of their crop, had their not been a loss.
      So we've taken some pains to figure out how to set that cap in a way that won't penalize people that have crop insurance.
      We're going to value that cap ,that is, what the value of the crop would have been, had there been no loss, we're going to value that at the higher of the APH, the crop insurance price selection, or the season average farm price, and so that in many cases that's going to be the season average farm price because the bad weather caused market prices to go up a little bit.
      So that will raise the cap for producers, and that way, those producers that have buy-up coverage should not have, in most cases should not have their disaster payment reduced because they hit the cap.
      We don't think very many producers will hit that cap.
      USDA MODERATOR:  Our next question will be from Forrest Laws with Delta Farm Press in Clarksdale, Mississippi, and he'll be followed by Philip Brasher.  Forrest.
      QUESTION:  Thank you and thanks again for taking our questions.
      I wonder if you could briefly outline the procedure that will be used to determine the assistance for sugar cane producers, most of who do not have crop insurance, and as a follow-up, I'm wondering if the cottonseed assistance program will operate as it has in the past?
      SECRETARY VENEMAN:  "Well, as I said in my opening statement, we are working, our Farm Service Agency office in Louisiana, that is a Louisiana specific program, and so our Farm Service Agency office in Louisiana is working on that program, to finalize the details and we will be working with them on the actual implementation as well as the sugar cane producers themselves.
      "But that's quite a very specific program for that region and we can't really give you the exact details of that today."
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      DR. COLLINS:  Regarding the cottonseed that will work the way the cottonseed program has operated in the past.  We have to wait till the ginning season is over.  All the cotton gins then report their ginnings to the Agricultural Marketing Service.  That information is transferred to the Farm Service Agency.
      We will then figure out what the per pound payment rate is based on the total amount of ginnings, based on the $50 million, and then payments will be made once that is calculated.  The purpose of that program of course is to prevent producers from having to have paid excessive ginning costs for those gins that lost a lot of cotton and had very low ginning volumes because of the bad weather.
      USDA MODERATOR:  Our next question will be from Philip Brasher of Des Moines Register, and he'll be follow by Jim Phillips.  Philip.

      QUESTION:  Yes.  Secretary Veneman, this disaster assistance of course is coming out of the farm programs, so it's not emergency spending.
      Is that going to be the--first of all, do you believe that it's going to set a precedent for future disaster programs?  Two, is it going to be the Bush administration's policy that any disaster assistance should come out of farm program spending and not be an emergency?
      SECRETARY VENEMAN:  "Well, as you know, this disaster assistance program was offset with a program that had not yet been implemented in the farm bill, and I think that it's premature to talk about future disaster assistance, if there would be one, and what the administration's positions might be.
      "I think the President has clearly stated that the 2002 farm bill was a generous farm bill, one that he said he hoped would alleviate the need for the supplementals, year after year.  Clearly, the Congress made the choice with the disaster that they passed this year, 2003 crop disaster program that they wanted to take some out of the farm bill and apply it to the disaster.
      "Now that actually, as you know, was talked about during the conference in that the Senate bill had disaster assistance in it, and it was not something that survived the conference, and so, in effect, they put that over until this year.
      "But I can't say what the long-term policy is going to be on this.  But, again, I think the President has clearly stated that the 2002 farm bill was a generous one and one that hopefully will alleviate the need for year after year supplemental bills for agriculture."
      USDA MODERATOR:  And our final question today comes from Jim Phillips of Progressive Farmer in Birmingham, Alabama.  Jim.
      QUESTION:  I'd like to go back to a little more discussion on this concept that seemingly regular supplemental assistance, disaster assistance programs are a disincentive for folks to participate in crop insurance.
      I know that in this particular case you're going to require them to participate the next couple a years, but that still leaves open the possibility that in the future, people seemingly really don't have to sign up for crop insurance.
-more-
      

      SECRETARY VENEMAN:  "Well, let me just say that we have about 80 percent of the cropland in this country, now, that's covered by crop insurance.  We will pay $4.5 billion, estimated, out in crop insurance benefits this year.
      "So we have seen tremendous increases in the number of people who are taking advantage of crop insurance.  This is an important risk management tool.  It's the kind of risk management tool that allows farmers and ranchers to manage risk, much like other businesses do.
      "One of the things that I recently announced in my Outlook speech that I gave in February was the fact that we are undertaking a risk management initiative to look at the broad issue of the risk management and crop insurance tools to see where there are gaps.  Are there gaps in the kinds of programs we have?
      "For example, we know from the drought this year that we don't have those kinds of risk management tools yet available for livestock producers, or not very many of them.  We're looking at where the opportunities may be to more fully use these risk management tools for our entire agriculture sector.
      "In addition, we're looking at the whole structure of how we operate the integrity of the program.  Is it operating properly?  Do we have the right kind of oversight?  And so that's the other part of the initiative.
      "But we think that these risk management tools are very important for our farmers and ranchers.  We want to make sure that they are operating as well as possible, providing the kinds of risk management coverage that people need, given the uncertainties that are inherent in the business of agriculture.  And so we are going to continue to do everything we can to make sure that they operate as well as possible."
      MR. COLLINS:  Maybe I could add something to that.  If you don't have crop insurance, the best coverage you're going to get under this disaster assistance program, is you're going to get 65 percent of your loss at 45 percent of the market price.  So, 65 x 45, you're only going to get covered on 28 percent of what the value of your production would have been.  That is not very much.
      So I really don't think that that's a disincentive to buy crop insurance.  I think the issue that we've been worried about in implementing this disaster bill this year is whether we're going to create a disincentive for buy-up coverage.  And that's a little bit different question.  And I think there was a risk that we could have created the disincentive for buy-up coverage if we had too tight a cap on the payments purchase could receive.  That's 95 percent of what they would have received otherwise.
      If we had made that too tight, then people would buy up coverage, would have had their disaster payment reduced.  And they have to ask themselves, "Well if government's going to come along and have a disaster payment every couple of years, should I have buy-up coverage, if in fact I'm going to get that payment reduced?"
      And so we think that's where the risk was, creating a disincentive on buy-up coverage.  But as far as buying crop insurance itself, I think these disaster payments are so low in the level of coverage, that most producers that are involved in prudent risk management the way the Secretary described, are going to buy crop insurance.  And that's why we have 80 percent of the acres insured out there now.
-more-

MR. QUINN:  Secretary Veneman, any final comment?
      SECRETARY VENEMAN:  "Well, thank you very much, Larry, for hosting us today.  I want to thank all of those of you who are listening today, and our questioners.  I also want to thank the Farm Service Agency employees and all the other employees that have been working so hard to get this Farm Bill implemented, to get the payments out in as fast a pace as possible to our farmers and ranchers.  And now to implement what is a very, very complicated disaster bill, and one which is different than what we've had to implement before.
      "So we are doing everything that we can.  Our people in the countryside are working very long hours to make sure that we can get these benefit programs implemented, and then distributed as quickly as possible.
      "We are committed to making sure that these programs work.  We are committed, as Keith Collins just said, to make sure that we implement them in a way that does not discourage people from using the risk management tools and crop insurance.

      "I think that today was important in terms of us having the opportunity to discuss this in this radio bridge, because these are very complicated formulas under which we are administering these programs.  But the Congress gave us a very complicated program, and it was important to be able to explain it to all of you.
      "So, again, I say thank you to all of you for joining us today, and we appreciate the opportunity to once again visit with you."
      MR. QUINN:  Secretary of Agriculture, Ann M. Veneman.  I'm Larry Quinn, bidding you a good afternoon, from Washington.
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