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USDA Goal 2 by determining whether the Nation’s transportation system will adequately serve the
agricultural and rural areas of the United States by providing necessary rail, barge, truck, and shipping
services. AMS provides technical assistance to shippers and carriers and participates in transportation
regulatory actions before various Federal agencies. In addition, AMS provides economic analyses
and recommends improvements to domestic and international agricultural transportation for policy
decisions.

Payments to States and Possessions:

The Federal-State Marketing Improvement Program (FSMIP) is authorized by the Agricultural
Marketing Act of 1946. The Act gives USDA the authority to establish cooperative agreements with
State departments of agriculture or similar State agencies to improve the efficiency of the agricultural
marketing chain, which supports USDA Goal 2. Project funds are provided to State marketing
agencies to: identify and test-market farm commodities, determine methods of providing more
reliable market information, and develop better post-harvest and packaging methods. This program
has made possible many types of projects, such as electronic marketing and agricultural product
diversification. Current projects are focused on the improvement of marketing efficiency and
effectiveness, and seeking new outlets for existing farm-produced commodities. The States perform
the work or contract with others, and must contribute at least one-half of the cost of the projects.

Perishable Agricultural Commodities Act Program:

This program is carried out under the Perishable Agricultural Commodities Act (PACA) and the
Produce Agency Act (PAA) and is funded by license fees. The program supports USDA Goal 2
because these Acts are designed to: (1) protect producers, shippers, distributors and retailers from
loss due to unfair and fraudulent practices in the marketing of perishable agricultural commodities;
and (2) prevent the unwarranted destruction or dumping of farm products handled for others.
Commission merchants, dealers, and brokers handling fresh and frozen fruits and vegetables in
interstate and foreign commerce must obtain a PACA license and must abide by the fair trading
practices established by the PACA. Traders who have been found to have committed unfair trade
practices face license suspension or revocation and may be required to post surety bonds before
resuming operations. To increase protection and avert financial losses to growers and licensed firms,
the PACA was amended in 1984 to create a statutory trust. Sellers of fruits and vegetables who have
not been paid are secured under this legislation until full payment is made. Complaints of violations
are investigated and resolved through: (1) informal agreement between the two parties; (2) formal
decisions involving payments to injured parties; (3) suspension or revocation of license; and (4)
publication of the facts. Any interested party or group may request AMS assistance in settling
disputes under the PACA.

Strengthening Agricultural Markets and Producer Income (Section 32):

Under Section 32 of the Act of August 24, 1935, (7 U.S.C. 612c) an appropriation equal to 30 percent
of gross customs receipts collected during each preceding calendar year and unused balances up to
$500 million are available for encouraging the domestic consumption or exportation of agricultural
commodities. An amount equal to 30 percent of receipts collected on fishery products is transferred
to the Department of Commerce’s National Marine Fisheries Service.

a. Commodity Purchases and Diversions: AMS purchases non-price supported commodities such as
meats and fish, fruits and vegetables, and poultry and egg products in order to stabilize market
conditions pursuant to Section 32, and in support of entitlement program needs within USDA.
AMS Section 32 purchases enhance the competitiveness and sustainability of farm economies in
support of USDA Goal 2. All purchased commodities are distributed by the Food and Nutrition
Service (FNS) to schools as part of the entitlement for the National School Lunch Program or to
other nutrition assistance programs. AMS also provides purchasing services to FNS to supply
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food to recipients in nutrition assistance programs authorized by Congress. Reimbursements for
the administrative costs associated with purchases requested for nutrition assistance programs are
included in the User Funded and Reimbursable Programs table.

Diversion payments are authorized by clause 2 of Section 32 of the Act of August 24, 1935. This
legislation authorizes the Secretary of Agriculture to divert agricultural commodities or products
from normal channels of trade and commerce by payment of benefits or indemnities or by other
means. The diversion program under Section 32 provides alternative means of support to markets
that are experiencing adverse economic conditions.

AMS develops, coordinates, and approves Federal food product descriptions and establishes
quality assurance policies and procedures for the procurement of food by USDA, the Department
of Defense, the Indian Health Service, the National Institutes of Health, the Bureau of Prisons, and
the Department of Veterans Affairs. This program updates and streamlines Federal food
specifications to improve the cost efficiency of Federal food purchasing by using commercial item
descriptions whenever possible. For purchases of meat items, the Department of Defense and
other agencies use Institutional Meat Purchase Standards (IMPS).

b. Marketing Agreements and Orders:

Marketing agreements and orders assist farmers, milk producers, and handlers by allowing them to
collectively work to solve marketing problems. The Marketing Agreements and Orders Program
is authorized by the Agricultural Marketing Agreement Act of 1937. These instruments are
designed to stabilize market conditions and improve the returns for fluid milk and fruit and
vegetable producers, which supports USDA Goal 2. AMS oversees these various activities to
ensure that they operate in the public interest and within legal bounds.

Marketing agreements and orders: (1) establish minimum prices that handlers pay to dairy
producers; (2) regulate the quality and quantity of fruits and vegetables sold in commercial
channels; and (3) provide for market development and promotion (including paid advertising). A
majority of the currently active Federal marketing order programs for fruits and vegetables include
minimum grade requirements. The standards used by our programs include characteristic qualities
as well as criteria related to food safety (e.g., lack of mold, insects, foreign material, etc.).
Presently, there are 30 active marketing agreement and order programs covering 25 specialty crop
commodities and 10 milk marketing orders. Proposed orders are subject to approval by producers
of the regulated commodity. Section 32 funds authorized by 7 U.S.C. 612c, are used by AMS for
administering the Marketing Agreements and Orders Program at the national level, and to conduct
public hearings and referenda to determine producer sentiment concerning new programs and
proposed revisions of marketing orders already in effect. Administration at the local level is
financed through handler assessments.

Geographic Dispersion of Offices and Employees:

AMS headquarters is located in Washington, D.C. The agency has 135 consolidated year-round and
seasonal field offices. AMS’ peak employment period occurs during four months from September through
December, due to the seasonal nature of cotton, tobacco, and a variety of fruit and vegetable grading
programs. Employment during the peak period averaged 4,417 during fiscal year 2006. As of September
30, 2007, AMS had 3,774 employees, of whom 2,442 were permanent full-time and 1,332 were other than
permanent full-time employees. Eighty five percent of AMS employees are assigned to field offices. Of
the 3,201 employees assigned to field office locations, 1,882 were permanent full-time and 1,319 were
other-than permanent full-time employees.
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GAO Evaluations:

“Spot Cheese Market: Market Oversight Has Increased But Concerns Remain About Potential
Manipulation” (GAO-07-707). This study presented GAO’s review of issues relating to the spot cheese
market at the Chicago Mercantile Exchange (CME) and ways to improve spot cheese price accuracy and
transparency. GAO made recommendations for USDA’s consideration to improve the timeliness and
reliability of reported cheese prices. AMS was already in the process of addressing this issue at the time of
the GAO engagement and has published an interim final rule for Dairy Product Mandatory Reporting.
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AGRICULTURAL MARKETING SERVICE

Statement of Available Funds and Staff-Years
2007 Actual and Estimated 2008 and 2009

2007 2008 2009
Item Actual Enacted Estimated
Staff Staff Staff
Amount Years Amount Years Amount Years
Agricultural Marketing Service
Marketing SErviCes .............coccociiiiiiiiiiii e $73,788,472 428 $76,862,000 438 $76,015,000 440
Payments to States and Possessions .......................... 1,334,000 -- 3,209,000 -- 1,334,000 --
SpecialtyCropGrants 5,469,084 -- 8,500,000 -- -- --
Rescission... - - -- -619,997 -- -- - -
Tota] .................. e 80,591,556 428 87,951,003 438 77,349,000 440
Obligations under other USDA appropnatlons
Food & Nutrition Service for commodity procurement services ... 881,000 8 895,000 8 913,000 8
Total, Agriculture Appropriations ..............c........ 81,472,556 436 88,846,003 446 78,262,000 448
Permanent Appropriations:
Funds for Strengthening Markets, Income, and Supply (Sec. 32) . 7,029,269,059 117 7,563,683,777 117 7,979,334,788 117
Rescission .. . -37,601,000 -- -684,000,000 -- -293,000,000 --
Recoveries of Pnor Year Obhgatlons 119,915 .- -- .- .- .-
Offsetting Collections... .. U 139,276,862 -- -- -- .- --
Unobligated balance avallable start of year 146,760,123 -- 500,000,000 -- -- --
Deduct transfers out . - TR -5,813,937,404 -- -6,338,142,777 -- -6,614,483,788 --
Unobligated balance ava.llable end of Year .......ccoeeeonnns -500,000,000 -- -- -- -- --
Unobligated balance reverting to Treasury............................. -80,658,513 -- -- -- -- -~
Net AMS .. . 883,229,042 117 1,041,541,000 117 1,071,851,000 117
Perishable Agncultural Commodmes Act Fund .................. 10,556,591 81 10,052,000 85 10,325,000 85
Total, Permanent Appropriations .............c..c.covueeeevunens 893,785,633 198 1,051,593,000 202 1,082,176,000 202
Non-Federal Funds:
Oversight work for the following:
American Egg Board ... 260,062 2 262,000 2 262,000 2
Avocado (Hass) Board . 56,417 1 60,000 1 60,000 1
Avocado (California) Board 35,541 0 57,000 0 57,000 0
Avocado (Chilean) Board ... . 28,666 0 56,000 0 56,000 0
Avocado (Mexican) Board ...................coooon 18,801 0 23,000 0 23,000 0
Beef Board 239,673 2 209,000 2 209,000 2
Blueberry Board .............coocoiiiiiiiiii e 71,939 1 81,000 1 81,000 1
Cotton Board .........ccouvtiiiiiiiiiiit it e e 232,099 1 228,000 1 228,000 1
Dairy Board 501,920 4 505,000 4 505,000 4
Fluid Milk Board . 394,073 3 380,000 3 380,000 3
Honey Board . e FTON 85,109 .1 60,000 1 60,000 1
Honey(lmporter) Boa:d 55,996 0 93,000 0 93,000 0
Honey(Producers)Boardm“.....A......A...........‘.......‘....... 0 0 57,000 0 57,000 0
Lamb Board 100,813 0 106,000 0 106,000 0
Mango Board ... 110,569 0 109,000 0 105,000 0
Mushroom Board .......... 83,345 0 103,000 0 103,000 0
Peanut Board ............... 117,997 1 130,000 1 130,000 1
Popeorn Board ... 27351 0 35,000 0 35,000 0
Pork Board 185,108 1 194,000 1 194,000 1
Potato Board ........................ 113,150 1 130,000 1 130,000 1
Red Raspberry Council . 0 1 72,000 1 72,000 1
Sorghum Board... ... . 2,656 1 125,000 1 125,000 1
Soybean Board ... 190,814 1 188,000 1 188,000 1
Watermelon Board . 104,641 1 105,000 1 105,000 1
Fees for grading of cotton and tobacco ..... e 52,064,994 544 61,233,000 530 62,888,000 530
Grading of farm products for producers, processors, and
municipal, State and Federal Agencies ............ 135,464,208 1,464 132,000,000 1,491 135,700,000 1,491
Wool research, development, and promotion . 2,250,000 -- 2,250,000 -- 2,250,000 --
States for collection & dissemination of market news mformatxon 44,346 - - 45,000 - - 45,000 --
Total, Non-Federal Funds ...........c...cccceeennnts 192,840,287 2,030 198,896,000 2,043 204,251,000 2,043
Total, Agricultural Marketing Service ................................... 1,168,098,476 2,664 1,339,335,003 2,691 1,364,689,000 2,693
Schedule A EMPIOYEES ...........oueiuiiiiiiiiiiie oo ce e - 384 - 384 - 384
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AGRICULTURAL MARKETING SERVICE

Permanent Positions by Grade and Staff Year Summary
2007 Actual and Estimated 2008 and 2009

2007 2008 2009
Grade WashDC  Field Total WashDC  Field Total Wash DC  Field Total
Senior Executive
Service 10 -- 10 10 -- 10 10 -- 10
GS-15 34 6 40 36 5 41 36 5 41
GS-14 85 30 115 95 24 119 95 24 119
GS-13 123 110 233 160 87 247 161 86 247
GS-12 109 177 286 129 169 298 130 170 300
GS-11 39 206 245 49 210 259 50 209 259
GS-10 2 14 16 2 14 16 2 14 16
GS-9 30 554 584 51 565 616 51 565 616
GS-8 9 239 248 12 251 263 12 250 262
GS-7 23 247 270 40 261 301 40 261 301
GS-6 10 79 89 17 72 89 17 72 89
GS-5 9 81 90 15 71 86 15 71 86
GS-4 7 29 36 9 16 25 9 17 26
GS-3 2 8 10 3 5 8 3 5 8
GS-2 1 -- 1 -- -- -- -- -- .-
GS-1 -- -- -- -- -- -- -- -- --
Ungraded Positions ........... -- 9 9 -- 10 10 -- 10 10
Total Permanent Positions
without Schedule A.......... 493 1,789 2,282 628 1,760 2,388 631 1,759 2,390
Schedule A Employees ....... 12 368 380 -- -- -- -- -- --
Total Permanent Positions
including Schedule A 505 2,157 2,662 628 1,760 2,388 631 1,759 2,390
Unfilled Positions
end-of-year.................... 43 40 83 -- - - - - - - - - - -
Total Permanent Full Time
Employment, end-of-year .. 560 1,882 2,442 628 1,760 2,388 631 1,759 2,390
Staff Year Estimate ... ........ 506 2,158 2,664 708 1,983 2,691 711 1,982 2,693

Schedule A Staff Years... ... 13 371 384 13 371 384 13 371 384
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AGRICULTURAL MARKETING SERVICE
MOTOR VEHICLE FLEET
SIZE, COMPOSITION AND COST

The estimated number of passenger motor vehicles available for fiscal year 2009 is the minimum necessary
to maintain essential services in AMS programs. These vehicles are used to provide necessary services
such as: 1) traveling to places which in most cases are not accessible by common carriers, such as farms,
market terminals, offices of product dealers and truckers, processing plants, canneries, stockyards, cotton
gins, and compress operators; 2) carrying special grading and testing equipment used for inspecting and
grading commodities and for performing other work required under the Agricultural Marketing Act of
1946; U.S. Cotton Standards Act; Cotton Statistics and Estimates Act; Tobacco Inspection Act; and Dairy
and Tobacco Adjustment Act; and 3) carrying boxes of cotton standards types to use in classing work and
demonstration at farmers' meetings. AMS only replaces passenger vehicles that have mileage of at least
60,000 or are six or more years of age, in accordance with standards prescribed by the GSA. Additional
passenger vehicles are requested when the forecasted workload is of such a nature and volume that the
number of existing passenger vehicles will not be adequate for program needs.

Changes to the motor vehicle fleet. AMS projects to increase the fleet of passenger motor vehicles by one
for fiscal year 2009 having determined that it would be more cost-effective to lease vehicles rather than pay
mileage to inspectors traveling to various warehouses.

Replacement of passenger motor vehicles. AMS plans to replace in FY 2009 five of the 300 passenger
motor vehicles in operation in FY 2008. All vehicles proposed for replacement will have a mileage of
more than 60,000 or will be more than six years old, in accordance with GSA vehicle replacement
standards.

Impediments to managing the motor vehicle fleet. There are no identified impediments to managing the
motor vehicle fleet a most cost-effective manner.

Size, composition and cost of agency motor vehicle fleet as of September 30, 2007, are as follows:

AMS MOTOR VEHICLES FLEET DATA

Number of Vehicles by Type*

Sedans
& Annual

Station Medium | Heavy Total Operating

Fiscal Year (| Wagons || Light Trucks | Trucks | Trucks | Vans || SUVs || Vehicles Costs
4X2  4X4 ($ in thou.)

2006 Actual 194 26 9 0 0 36 4 269 $769
Change 7 0 0 0 0 0 0 7
2007 Actual 201 26 9 0 0 36 4 276 $897
Change 26 -4 0 0 0 2 0 24
2008 Est. 227 22 9 0 0 38 4 300 $918
Change -1 12 -9 0 0 2 -3 1
2009 Est. 226 34 0 0 0 40 1 301 $719

Note: These numbers include vehicles that are owned by the Agency and leased from commercial
sources or GSA. FY 2009 operating costs were reduced by purchasing rather than leasing vehicles.
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AGRICULTURAL MARKETING SERVICE

The estimates include appropriation language for this item as follows (new language underscored; deleted
matter enclosed in brackets):

For necessary expenses to carry out services related to consumer protection, agricultural marketing
and distribution, transportation, and regulatory programs, as authorized by law, and for
administration and coordination of payments to States, [$76,862,000] $76,015.000, including
funds for the wholesale market development program for the design and development of
wholesale and farmer market facilities for the major metropolitan areas of the country: Provided,
That this appropriation shall be available pursuant to law (7 U.S.C. 2250) for the alteration and
repair of buildings and improvements, but the cost of altering any one building during the fiscal
year shall not exceed 10 percent of the current replacement value of the building.

Fees may be collected for the cost of standardization activities, as established by regulation
pursuant to law (31 U.S.C. 9701).

MARKETING SERVICES
Appropriations Act, 2008 ; $76,862,000
Budget Estimate, 2009 76,015,000
DECrease i APPIOPIIALION. ....cccuevrurueeeecrereesiceesststseeastsnasssesastesaesessastesenssserassssassesenaen -847,000
Adjustments in 2008:
Appropriations Act, 2008............ccooeveeererinenereieenee e eereseseieeneee e 76,862,000
Rescission under P.L. 110-161 @/.......c.ccoeveevererereecrnreceeneeneesenessenenenenes. -538,034
Adjusted Base for 2008 ........ 76,323,966
Budget Estimate, 2009 7620152000
Decrease from adjusted 2008 -308,966
a/ The amount is rescinded pursuant to Division A, Title VII, Section 752 of P.L. 110-161.
SUMMARY OF INCREASES AND DECREASES
(On basis of adjusted appropriation)
- 2008 Program 2009
Item of Change i Enacted - Pay Costs - Changes " Estimated
Market NEWS v.ouvvneninirieiieeineneinennnnns $32,744,966 $666,000 $1,027,034 $34,438,000
Surveillance and Standardization ........... 7,559,000 147,000 54,000 7,760,000
Market Protection and Promotion .......... 29,456,000 167,000 2,834,000 26,789,000
Transportation Services ...........ccc...cuue. 2,783,000 62,000 20,000 2,865,000
Wholesale, Farmers, and Alternative
Market Development ................. 3,781,000 55,000 327,000 4,163,000
Total Available ..............cceeuveninnnnnn.. 76,323,966 - 1,097,000 -1,405,966 76,015,000
Rescission 538,034

Total Appropriation .............cccceveeennne 76,862,000
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AGRICULTURAL MARKETING SERVICE
Marketing Services

Project Statement
(On basis of adjusted appropriation)

2007 Actual 2008 Enacted 2009 Estimated
Staff Staff Increase or Staff
Amount Years Amount Years Decrease Amount Years
Market News Service................c.ccooeeeeeee.. $32,181,573 239 $32,744,966 243+ $1,693,034 (1)  $34,438,000 244
Egg Surveillance and Standardization
Shell Egg Surveillance........................ 2,513,271 15 2,660,000 15 + 69,000 2) 2,729,000 15
Standardization................cccoeeniieann L 4,600,120 61 4,899,000 61 + 132,000 A3) 5,031,000 59
Total, Egg Surveillance and Standardization.... 7,113,391 76 7,559,000 76+ 201,000 7,760,000 74
Market Protection and Promotion:
Federal Seed Act................ccoenn, 2,294,370 22 2,405,000 22+ 480,000 “4) 2,885,000 28
Country of Origin Labeling.................. 983,814 5 1,051,000 5 + 20,000 ) 1,071,000 5
Pesticide Data.............ccceeeevinnn.n.. 15,132,660 14 15,188,000 14 + 800,000 (6) 15,988,000 14
Microbiological Data ......................... 4,759,246 7 4,766,000 7 - 4,766,000 (©) - -
National Organic Standards.................. 2,056,859 13 3,127,000 19 + 754,000 (8) 3,881,000 22
Pesticide Recordkeeping......... 2,825,788 12 2,919,000 12+ 45,000 ©) 2,964,000 12
Total Market Protection and Promotion.......... 28,052,737 73 29,456,000 79 - 2,667,000 26,789,000 81
Transportation Services........................... 2,719,375 20 2,783,000 20 + 82,000 (10) 2,865,000 19
Wholesale, Farmers, and Alternative
Market Development.......................... 3,721,396 20 3,781,000 20 + 382,000 (11) 4,163,000 22
Unobligated Balance.................. 1,148,768 - - - - - - -
Total Available or Estimate........................ 74,937,240 428 76,323,966 438 - 308,966 76,015,000 440
ResCISSION. ......cooviiiiiiiiiin e - - 538,034 -
Total Appropriation................................. 74,937,240 - 76,862,000 -

Justifications for Increases and Decreases

An increase of $1,693.034 for Market News ($32.744,966 available in 2008) consisting of:

(@) An increase of $794,000 and 1 staff year to expand Market News coverage for specialty crops.

AMS proposes to expand market news reporting on specialty crops in nationally significant
geographic regions and for types of production that are currently underreported or not reported.

AMS currently provides specialty crop market coverage of fifteen of the most significant
wholesale fruit and vegetable markets and many of the major shipping point or point of
production/import markets, plus some limited market coverage of cut flowers, honey and tree
nuts. With additional funding, AMS will provide market coverage for a number of other large
significant shipping point markets. These will include greenhouse vegetables nationwide and
conventional production currently not reported in the Ohio Valley, Indiana and part of the
Eastern seaboard.

>

This funding will also allow AMS to expand its coverage of the rapidly growing organic fruit
and vegetable production and distribution markets. This includes increasing the number of
organic products reported at production or shipping points, at points of entry for imported fruits
and vegetables, as well as at wholesale level markets. The program will make a special effort to
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underserved group of producers. Much of the organic data will be reported through the
expanded Market News portal and these funds will provide for ongoing maintenance of the
portal.

‘AMS proposes to increase market coverage to include a higher percentage of total production.

The improved market transparency will benefit all participants in the marketing chain and help
prevent international trade disputes. To accomplish this, the program will release daily market
reports on the new areas and include the data in the National Shipping Point Trends, a closely
watched weekly report published by AMS’ Market News program. The increased reporting of
specialty crops information through expanded market coverage and production varieties would
be captured through enhancements made to the Market News Information System and Portal for
ease in dissemination and accessibility.

Product and price information reported through this program facilitates market transparency
within the industry, contributing significantly to the efficiency of marketing food and
agricultural products. Consumers are the end beneficiaries of a consistent supply of high-
quality products at reasonable prices.

An increase of $666,000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its full Market News reporting
responsibilities and Agency goals for the efficient and orderly marketing of agricultural
products by collecting, analyzing, and disseminating broad-based, accurate, and timely market
information. Without this increase, AMS will have to reduce the number of market reports

provided to the public, delay the reporting of market sales data, and/or cover fewer commodities
or locations.

An increase of $233,034 to restore the funding necessary to maintain production of Market

News information used for agricultural marketing decisions to the pre-rescission FY 2008 level.

" An increase of $69,000 for Shell Egg Surveillance ($2.660.000 available in 2008) consisting of:

(@)

(b

An increase of $50,000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its full Shell Egg Surveillance
responsibilities and Agency goals as supported by the Administration and Congress to ensure
the appropriate disposition of restricted eggs. Without this increase, AMS will have to schedule
shell egg handling inspections below the legally required quarterly minimum.

An increase of $19,000 to restore the funding necessary to conduct adequate monitoring of
shell egg hal_ldling to the pre-rescission FY 2008 level.

(3)  An increase of $132,000 for Standardization ($4,899.000 available in 2008) consisting of:

(@

An increase of $97,000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its full Standardization
responsibilities and Agency goals to facilitate trade of U.S. agricultural products in domestic
and export markets as supported by the Administration and Congress. Without this increase,
AMS will not be able to develop and modify its quality standards to keep pace with changes in
agricultural products and marketing methods.
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An increase of $35.000 to restore the funding necessary to generate the domestic and
international agricultural standards needed for trading of agricultural products to the pre-

rescission FY 2008 level.

(4)  An increase of $480,000 for Federal Seed ($2.405,000 available in 2008) consisting of:

@

®

An increase of $432,000 and 7 staff years to reduce seed mislabeling.

AMS is requesting additional funds to reduce occurrences of seed mislabeling by implementing
seed sampling in States without inspection programs, and by providing additional training in
seed sampling techniques. Reduced occurrences of mislabeled seed will result in increased
buyer confidence and a more stable marketing environment.

The Federal Seed program depends on the State to detect and refer seed mislabeling violations
in interstate transport. Budget reductions in many Northeastern States have virtually eliminated
their seed inspection programs. An estimated 15 percent of the seed sold in these States is
mislabeled. This is at least double the rate of mislabeled seed found in States with active seed
control programs. The higher rate of mislabeled seed results in significantly higher crop losses.
An active seed control program in these States can decrease the mislabeling rate from 15 percent
to 10 percent. The impact of mislabeled seed shipped in interstate commerce comes through loss
of revenue, business reputation, and legal liability faced by the instate seed company that resells
the mislabeled seed that was shipped in interstate commerce. There are expenses involved with
eradication of noxious weeds resulting from planting mislabeled seed containing noxious weed
seeds. This could include additional expenses to individual states for establishment of state
noxious weed eradication programs. Expenses are also incurred by farmers that have to replant
fields due to mislabeled low germinating seed; loss of revenue by farmers that plant seed
mislabeled to varietal content and have no market for the resulting crop. Most farmers that plant
mislabeled seed and businesses that purchase mislabeled seed for resale are small businesses.
States with limited or no seed control programs become “dumping grounds” for low quality
mislabeled seed because seed companies know that no one is checking on the labeling accuracy
of the seed they are selling.

Federal Seed program investigations have shown that the results of tests conducted on samples
selected by seed companies are qualitatively different from those conducted on official samples
drawn by trained State seed inspectors. If a sample is improperly drawn and does not
adequately represent the seed lot, the test results will not be valid. This budget increase will
provide training in sampling techniques and procedures to seed company personnel to provide
valid test results and decrease mislabeled seed. This would benefit farmers, growers, and
homeowners who purchase seed. The program prevents financial losses to farmers by detecting
mislabeled, low quality seed before it is planted. Knowing that seed is subject to inspection
encourages interstate shippers to label seed correctly and creates a level playing field for all seed
companies. i

This funding will also enable the program to develop seed samples that are uniform for the
presence or absence of specific traits for use as reference standards. These seed reference
samples will be used to verify varietals’ purity for Federal Seed Act enforcement. They would
also be made available to State seed laboratories that test seed for the Federal Seed program and
to other laboratories engaged in testing seed for labeling purposes.

An increase of $31,000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its full Federal Seed program
responsibilities and Agency goals as supported by the Administration and Congress. Without
this increase, the Federal Seed program will be able to investigate and resolve fewer potential
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labeling violations, reducing the protection for seed buyers against financial losses resulting
from mislabeled seed.

An increase of $17,000 to restore the funding necessary to protect growers through adequate

monitoring of seed labeling to the pre-rescission FY 2008 level.

An increase of $20.000 for Country of Origin Labeling ($1,051,000 available in 2008) consisting of:

@

®)

An increase of $12.,000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its fundamental Country of Origin
Labeling program responsibilities and Agency goals as supported by the Administration and
Congress. Without this increase, AMS will have to reduce retailer outreach and educational
activities needed to implement mandatory program requirements for all the remaining covered
commodities.

An increase of $8.000 to restore funding to the pre-rescission FY 2008 level so that the program

can conduct mandatory Country of Origin Labeling activities other than monitoring and

enforcement for all covered commodities.

An increase of $800,000 for the Pesticide Data program ($15.188.000 available in 2008) consisting

of:

@

(b)

An increase of $640,000 to offset State cooperator cost increases and meet performance goals.

The proposed increase is needed to offset cost increases for State participants, providing the
resources necessary to deliver the pesticide residue data needed for dietary risk assessment as
well as support the program’s performance targets. The program must generate an additional
1,000 samples to meet the Environmental Protection Agency’s (EPA) data requirements for
purposes of pesticide registration and review, as identified in PDP’s performance targets. The
program is also anticipating an increase in data requests from EPA for recently registered
pesticides so that the impact on the environment can be assessed. These chemicals replaced
acutely toxic pesticides and are critical for minor crop production, but have been recently
associated with deleterious impact on beneficial insects. Data provided by the program will
allow EPA to make regulatory decisions for these chemicals that are based on sound science.

The Pesticide Data Program depends on its cooperating State partners for sampling and
laboratory testing. Approximately 87 percent of the funding increase will be applied to cover
State’s operational costs to help defray costs for salaries and benefits of State employees and
cost increases for sampling and testing operations. Salaries and benefits for State personnel
have been increasing to maintain parity with the private sector. Sampling costs have also risen
due to sharp increases in fuel/transportation costs. The program continues to introduce cost
saving measures such as automation of laboratory procedures, contracting for ancillary services
and increasing its reliance on computer technology. However, these efficiency improvements
do not fully offset the rapid rise of operational costs.

>

An increase of $50,000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its full Pesticide Data program
responsibilities and Agency goals as supported by the Administration and Congress. Without
this increase, AMS will have to reduce the volume of commodities sampled and tested by State
cooperators, with a corresponding drop in State reimbursements generated by the program and
in pesticide data that supports agricultural and environmental decisions.
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(c) An increase of $110,000 to restore the funding necessary to generate the pesticide residue data
needed for agricultural and environmental decisions to the pre-rescission FY 2008 level.

A net decrease of $4,766.000 and 7 staff years for termination of the Microbiological Data Program
($4.,766.000 available in 2008).

The Microbiological Data Program (MDP) was initiated in 2001 for the purpose of collecting data
regarding the prevalence of food-borne pathogens on domestic and imported produce. A PART
review of the MDP indicated that although AMS shared MDP data with other Federal agencies, such
as the Food and Drug Administration and the Center for Disease Control and Prevention, it is
difficult to determine to what extent the data is used to support risk assessments. Furthermore,
consistent with a Congressional directive, sample origin data is not collected. This limits the use of
the data in epidemiological investigations aimed at determining the source of outbreaks of foodborne
illness. In response to these findings, the program is proposed for termination in 2009.

An increase of $754.000 and 3 staff years for National Organic Standards ($3.127.000 available in
2008) consisting of:

(a) An increase of $690.000 and 3 staff years to protect the integrity of organic labelmg by
increasing program oversight of imported organic products.

AMS requests additional funding to enable the National Organic Program (NOP) to meet
increasingly complex accreditation and oversight requirements for foreign organic certification
agencies (agents) and organic producers and handlers certified under the authority of the
Organic Foods Production Act (OFPA), as amended (7 U.S.C. 6501 et seq.), and the NOP
regulations (7 CFR Part 205). The program will be conducting more in-depth accreditation on-
site follow-up and investigative audits of organic certifiers and certified operations.

Since the NOP regulations were published in 2000, the U.S. organic industry has grown 133
percent, from approximately $6 billion in 2000 to over $14 billion in 2006. In that time, U.S.
demand for organic products has spurred development of global organic production and
handling operations. Foreign operations exporting to the U.S. are certified by 41 individual
NOP-accredited agents based abroad, or by certification agents accredited by foreign
government entities authorized by NOP under recognition agreements. To date, NOP has
negotiated 8 recognition agreements in 6 countries: New Zealand, Canada (3), United
Kingdom, Denmark, Israel, and India. At least 12,000 foreign operations are certified to NOP
regulations, but that number might be much larger in fact, since many of the listed operations
are grower groups that may include hundreds of small-farmer members. The extensive use of
grower groups overseas drives much of the need to conduct oversight reviews in foreign
countries. With the additional resources, NOP will be able to conduct 8 additional reviews of

foreign production/handling operations each year and 8 additional onsite reviews of recognition
agreements annually.

NOP regulations require all individual applicants for accreditation to be inspected at the time of
accreditation and that they receive at least one additional onsite audit before renewal of their 5-
year term. An increased number of agents and applicants for certification — especially those
operating in Europe, Asia, Africa, and South America — has expanded NOP’s auditing burden in
terms of numbers, time, and complexity. As a result, NOP faces increased difficulty conducting
timely updates and onsite audits of its agents placing program compliance at risk. To establish
recognition agreements with foreign government agencies, NOP conducts a program review and
provides training on U.S. accreditation and certification requirements. To maintain the integrity
of the organic label and better ensure that domestic and foreign producers are treated equally,
NOP proposes to review foreign organic accreditation programs operating under recognition
agreements annually. These funds will provide for 6 additional program auditors and travel
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costs to conduct on-site operations reviews of foreign accrediting bodies and reviews on a
sampling of certifiers and certified producers.

Rapid industry growth has strained AMS’ ability to effectively monitor program compliance,
conduct enforcement activities, and ensure the integrity of the USDA organic seal with current
resources. The USDA organic label was rated the most reliable “green” food market label in
2007 by Consumers Union, but the publication had reservations about compliance with labeling
requirements. These additional resources will help to alleviate concerns about foreign products
labeled as organic.

(b) An increase of $50.,000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its full National Organic Program
responsibilities and Agency goals as supported by the Administration and Congress. Without
this increase, AMS will not be able to respond as quickly to service requests from the organic
industry.

(c) An increase of $14,000 to restore the funding necessary to protect the integrity of organic food
labeling to the pre-rescission FY 2008 level.

An increase of $45.000 for Pesticide Recordkeeping ($2.919.000 available in 2008) consisting of:

(a) An increase of $24.000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its full Pesticide Recordkeeping
program responsibilities and Agency goals to educate and monitor compliance by private
applicators with pesticide record requirements, as supported by the Administration and ‘
Congress. Without this funding, the Pesticide Recordkeeping program will have to decrease the
number of inspections and will not be able to support the agricultural industry in complying
with recordkeeping regulations.

(b) An increase of $21,000 to restore the funding necessary to adequately monitor the agricultural
pesticide records of private applicators to the pre-rescission FY 2008 level.

An increase of $82.000 for Transportation Services ($2.783,000 available in 2008) consisting of:

(a) Anincrease of $62.000 to fund increased pay costs.

This increase is requested to ensure that AMS can carry out its full Transportation Services
program responsibilities and Agency goals as supported by the Administration and Congress.
Without this funding, AMS will be unable to provide needed technical assistance to agricultural
producers to ensure that food and fiber products reach consumers effectively and efficiently.

(b) An increase of $20,000 to restore the funding necessary to provide technical information and
assistance on agricultural transportation to the pre-rescission FY 2008 level.

An increase of $382,000 for the Wholesale, Farmers, and Alternative Market Development
($3,781.000 available in 2008) consisting of:

(a) An increase of $300,000 and 2 staff years to administer Farmers Market Promotion Program
grants.

This request will allow AMS to accomplish the administrative requirements and personnel time
needed to effectively manage the Farmers Market Promotion Program (FMPP) without reducing
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the funding available for grants or the resources needed to support other farmers market and
direct marketing initiatives.

The unprecedented response from applicants interested in obtaining FMPP grant funds poses a
real challenge to Wholesale, Farmers, and Alternative Market Development program resources.
Efforts to integrate the additional administrative requirements and personnel resources needed to
effectively implement FMPP have drawn down the availability of resources directed to other
core farmers market and direct marketing program initiatives. Currently, the FMPP relies on
existing personnel to conduct the program and review and rank proposals. While shared
personnel may be a cost-effective method for managing scarce resources, truly effective
administration of FMPP requires experienced and dedicated staffing throughout the year-long
planning, implementation, and post-award process. The lack of such experience undermines
overall Program credibility in the direct marketing industry. Utilizing dedicated staff will
provide the greater benefits of detailed program knowledge, with respect to eligibility criteria,
grant program goals, recipient/entity characteristics and their objectives, and the ability to
follow up with grantees. -~

Beginning in FY 2006, Congress appropriated $1 million in grants funds for FMPP. The
primary objective of the program is to assist eligible entities with the improvement and
expansion of their domestic farmers markets, roadside stands, community-supported agriculture
programs, and other direct producer-to-consumer market opportunities. Eligible entities under
this program include agricultural cooperatives, local governments, nonprofit corporations,
public benefit corporations, economic development corporations, regional farmers’ market
authorities, and Tribal governments. The maximum award per recipient is $75,000.

To reach the wide range of potential applicants, AMS conducted an exhaustive distribution of
the Notice of Funds Availability to all known eligible entities. A special effort was made to
reach out to Tribal governments, including over 500 application packages that were mailed to
representatives of the National Congress of American Indians. The overall result was an
overwhelming response from industry participants. In 2006, AMS received and reviewed 369
applications requesting a total of $19.9 million and in 2007 AMS received another 326

applications for FMPP grants requesting a total of $15.6 million, which included proposals from
all but two U.S. States.

The FMPP grant program has the potential to make a very strong impact on direct marketing.
The 23 grant proposals funded in 2007 span a wide range of infrastructure, educational, market
promotion, and technical assistance projects. These initiatives reflect the diverse needs of
farmers markets and other direct-to consumer food marketing channels in the United States and
the scope of FMPP funded activities ranges from starting farmers markets and marketing
cooperatives to market research, outreach, education and training for vendors and consumers.
Also, installing electronic benefit transfer (EBT) equipment and training remain a large part of
'FMPP, as does installing signage and developing advertising campaigns to improve the
performance of single markets as well as large scale regional markets.

Dedicated resources to manage FMPP and to direct grants to eligible recipients will strengthen
the effectiveness of the program. These funds will allow AMS to conduct evaluations of
awarded grants so that the collective knowledge developed through FMPP-sponsored projects
can be properly assessed, and the primary lessons learned from these case studies can be widely
distributed to interested parties. Building upon promising direct marketing projects and
feasibility studies that have been funded by FMPP will allow these projects to move forward
into full implementation, and will develop successful marketing models that can be replicated in
other locations.
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(b) An increase of $55.000 to fund increased pay costs.

(©)

This increase is requested to ensure that AMS can carry out its full Wholesale, Farmers, and
Alternative Market Development program responsibilities and Agency goals as supported by the
Administration and Congress. Without the additional funding, AMS will be forced to reduce its
technical assistance to States and municipalities in assisting farmers and producers by
establishing or upgrading market outlets.

An increase of $27,000 to restore the funding necessary to assist in the development of

new or improved agricultural marketing methods and facilities to the pre-rescission FY 2008
level.




Colorado.........coevvevvenennee

District of Columbia

Kentucky.......coooveviiennns
Louisiana........cccceoevnne
Massachusetts................
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Minnesota..........cccevvenee.
MiSSiSSIPPL..veeeerineerenenes
MIiSSOUT.....covvenerrieneinns
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Nebraska.

New YorK.....ooceeeevrennes
North Carolina...............

Washington

West Virginia.................
Wyoming........cciceeveeenenne
Subtotal, Available
Unobligated Balance
Total, Available
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AGRICULTURAL MARKETING SERVICE
MARKETING SERVICES
2007 Actual and Estimated 2008 and 2009
Geographic Breakdown of Obligations and Staff Years

2007 Actual 2008 Enacted 2009 Est.
Staff Staff Staff

Amount Years Amount Years Amount Years

.................................. $284,443 2 $294,217 2 $293,026

.................................. . 495,389 3 512,411 3 510,337

493,193 3 510,140 3 508,075
.................................. 1,597,163 9 1,652,044 9 1,645,357 10
.................................. 476,228 3 492,592 3 490,598 3
........................................ 55,554,851 321 57,463,808 328 57,231,189 329
713,708 4 738,232 4 735,244 4
994,394 6 1,028,563 6 1,024,399 6
426,003 2 440,641 3 438,857 3
612,867 4 633,926 4 631,360 4
1,943,058 11 2,009,825 12 2,001,689 12
286,748 2 296,601 2 295,400 2
.................................. 179,735 1 185,911 1 185,158 1
.................................. 192,801 1 199,426 1 198,619 1
.................................. 393,894 2 407,429 2 405,780 2
.................................. 105,208 1 108,823 1 108,383 1
.................................. 681,602 4 705,023 4 702,169 4
109,972 1 113,751 1 113,290 1
.................................. 443,614 3 458,857 3 457,000 3
.................................. 166,309 1 172,024 1 171,327 1
145,344 1 150,338 1 149,730 1
.................................. 510,652 3 528,199 3 526,061 3
.................................. 155,163 1 160,495 1 159,845 1
........................... 161,168 1 166,706 1 166,031 1
................................. 316,573 2 327,451 2 326,125 2
.................................. 302,792 2 313,196 2 311,929 2
.................................. 691,211 4 714,962 4 712,068 4
.................................. 74,202 0 76,752 0 76,441 0
................................. 344,841 2 356,690 2 355,246 2
................................. 2,466,745 14 2,551,506 15 2,541,178 15
................................. 1,075,218 6 1,112,164 6 1,107,662 6
821,494 5 849,722 5 846,282 5

0 0 0 0

ettt st 154,492 1 159,801 159,154
73,788,472 428 76,323,966 438 76,015,000 440
1,148,768 -- -- -- -- --
74,937,240 428 76,323,966 438 76,015,000 440
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Marketing Services and Payments to States and Possessions
Classification by Objects

2007 Actual and Estimated 2008 and 2009

Personnel Compensation:

Washington, D.C. ...
Field ..o .
11.1.  Full-time permanent ... ................coeeeeeeonn.e
11.3  Other than full-time permanent ...................
11.5  Other personnel compensation ....................
Total personnel compensation ...............cccc.......
12 Personnel benefits ...
13 Benefits for former personnel
Total personnel compensation
and benefits ...
Other Objects:
21 Travel ..o e e
22 Transportation of things ...........c.ccc.co. oo ooee
23.1  Rental payments to GSA ............ocooiee e
23.2  Rental payments to others ..........................
23.3  Communications, utilities
and miscellaneous charges ...................
24 Printing and reproduction ...................o e
25.1  Advisory and assistance Services .................
252 Other SETVICES .......ccccccoivivimniiirierecirie vee e .
25.3  Purchases of goods and services
from Government accounts ..................
25.4  Operation and maintenance...........c...cceereeveucnee
25.5  Research and development contracts ............
25.6  Medical Care...........ceeiiiniriiiieceae
25.7  Operation and maintenance
of equipment ............cccoovveviniiiciiian
26 Supplies and materials .. R
31 EqQUIPIMENt ..o e e
42 Insurance Claims and Indemnities......................
43 Interest and Dividends
91 Unvouchered..........ccooooiiiieiiieeccee
Total other objects ..........ccccooeveneenne e .

Total Marketing Services............cocoovuereirveeireeneereeeaeenes

Payments to States and Possessions:

41

Grants, subsidies and contributions a/ ......... .

Total ObligAtiONS ........cccooveeevirrierieeiiee e et it e e

Position Data:
Average Salary, ES positions .....................cco i
Average Salary, GS positions .........................olL.
Average Grade, GS positions .......................ccoonens

2007 Actual 2008 Enacted 2009 Est.
$8,516,193 $10,986,641 $11,326,470
30,903,588 39,868,359 41,101,530
28,276,205 37,358,000 38,467,000
518,705 774,000 783,000
2,336,725 2,208,000 2,253,000
31,131,635 40,340,000 41,503,000
8,199,950 10,483,000 10,891,000
88,196 32,000 34,000
39,419,781 50,855,000 52,428,000
2,048.261 1,019,000 1,127,000
131,000 145,000 145,000
15,411 0 0
1,196,837 859,000 783,000
2,183,411 707,000 642,000
273,921 143,000 138,000
6,257 0 0
19,403,381 15,454,966 15,359,000
6,618,762 4,503,000 2,716,000
6,718 22,000 22,000
1,633 0 0
3,152 4,000 4,000
166,076 314,000 305,000
1,053,406 862,000 805,000
1,259,779 1,419,000 1,528,000
0 17,000 13,000

720 0 0

(34 0 0
34,368,691 25,468,966 23,587,000
73,788,472 76,323,966 76,015,000
6,803,084 11,575,660 9,834,000
80,591,556 87,899,626 85,849,000
$124,671 $128,411 $132,263
$72,132 $73,101 $75,221

12 12 12

a/ Due to the timing of the announcement for the Specialty Crop Block Grant Program, these numbers are updated from the
MAX budget system data.

Note: Object class amounts differ from the MAX budget system display due to reimbursable adjustment entries.
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STATUS OF PROGRAM
MARKETING SERVICES
MARKET NEWS

Current Activities: The Market News Service provides current, unbiased information on supply, demand,
prices, movement, location, quality, condition, and other market data on farm products in specific markets
and marketing areas. This information is supplied to producers, merchants, and others to assist them in the
orderly marketing and distribution of farm commodities. All market information is reported to AMS on a
voluntary basis with the exception of Livestock Mandatory Price Reporting. S

Selected Examples of Recent Progress:

Livestock Mandatory Price Reporting (LMPR): The Agricultural Marketing Service’s LMPR program (as
authorized by P.L. 106-78, Title 9) was initiated on April 2, 2001, and requires the reporting of market
information by packers who annually slaughter an average of 125,000 cattle, 100,000 swine, or slaughter or
process an average of 75,000 lambs. Importers who annually import an average of 2,500 metric tons of
lamb meat products are also required to report. Mandatory reporting provides information on 96 percent of
the volume of all cattle, boxed beef, slaughter hogs, sheep, lamb meat, and imported lamb meat traded.
Mandatory market news reports cover negotiated, forward contract, and formula marketing arrangement
purchases of cattle, hogs, and sheep; and sales of boxed beef as well as domestic and imported boxed lamb
cuts.

After the statutory authority for the program expired in September 2005, most packers continued to provide
information on a voluntary basis in anticipation that the program would be reauthorized. On October 5,
2006, the LMPR program was reauthorized by P.L. 109-296 through September 30, 2010, with some
modifications to swine reporting. As the statutory authority for this program had lapsed, the regulatory
authority must be re-established through rulemaking. AMS has initiated this process and published a
proposed rule in the Federal Register on August 8, 2007. Publishing for all reports has continued with the
exception of reports for slaughter cows, and imported boxed lamb.

New and Enhanced Market Reports: AMS adds, modifies, or eliminates market reports as its consumers’
needs or the industry environment changes.

Cotton:

e Monthly Cotton Price Statistics: Begmnmg with the August 2007 report, Cotton Market News added a
table to the Monthly Cotton Price Statistics. The new table shows the weighted US average spot
quotations for the season to date. This weighted average is based on the percentage of the crop that
was grown the previous year in each market. '

Dairy:

o The international reporting component of Dairy Market News was well positioned to keep the industry
informed as exports of U.S dairy products significantly increased beginning in the summer of 2006.

o In August 2007, the Dairy Product Mandatory Reporting program was implemented. Through this
program, dairy product price information collected by the National Agricultural Statistics Service is
verified to ensure that USDA announced dairy product prices are accurate. These announced product
prices are then utilized in the Federal milk order program to calculate fluid milk prices. Since
implementation in August, more than 70 plants representing over 60 percent of the reporting entities
have been audited. This program is resulting in timely, accurate, and reliable market information;
facilitation of more informed marketing decisions; and promotion of competition in the manufactured
dairy product industry that impacts the overall dairy industry by more than $20 billion.
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Fruits, Vegetables, and Specialty Products:

» National Fruit and Vegetable Retail Report: This weekly report features advertised retail activity and

- prices on the most commonly consumed fruits and vegetables, including several organic items. The

report enhances the already extensive information being provided by Market News, adding retail
coverage to existing wholesale and shipping point market data.

Fruit and Vegetable Market News began publishing 12 new Free On Board reports in 2007 for: (1)
Apples (organic) — Washington; (2) Cantaloupes — Caribbean Imports; (3) Carrots (organic) —
California; (4) Clementines — California; (5) Honeydews — Caribbean Imports; (6) Lettuce, romaine
and green leaf — New Jersey; (7) Mangoes — Caribbean Imports; (8) Onions (organic) — Georgia; (9)
Oranges, Cara — California; (10) Pineapples — Caribbean Imports; (11) Raspberries — Mexico; (12)
Tangelos — South Africa.

- Livestock and Grain:

¢ During FY 2007 AMS Market News began issuing additional ethanol plant reports which include theA

Eastern Corbelt Ethanol Plant Report, Nebraska Ethanol Corn and Co-Products Processing Values,
and South Dakota Ethanol Plant Report.

Organic reporting was expanded with the Eastern Cornbelt Organic Grain & Feedstuffs Report.

New Livestock and Grain Reports include the Regular Sale from Jackson County Livestock Market in
Ripley, WV; Carolina Stockyards, Siler City Monday, NC Weighted Average Report; lowa Weekly
Weighted Average Slaughter Cattle Report; Danville, VA Sheep and Goat Auction; United Producers
Inc Weekly Hay Auction-Shelbyville, IL; Arthur Sale Barn Weekly Hay Report-Arthur, IL; Kilby's
Livestock Market, North Wilkesboro, NC Weighted Average Report; Shelby Livestock Yard, Shelby,
NC Weighted Average Report; Stanford, KY - Blue Grass South Livestock Market Cattle Auction
Report; Tennessee Bred & Pairs Replacement; Nebraska/Iowa Hay Summary; New Holland, PA Sheep
and Goat Weighted Average Report; Southeast Livestock Exchange, Waynesville, NC Monthly Video
Auction; Kentucky Bluegrass of Campbellsville Livestock Market; Cattlemen’s Livestock Auction,
Bowling Green, KY; Iowa Soybean Processor Report; New Mexico Direct Feeder Cattle Report;
Stanford, KY - Blue Grass South Livestock Market Cattle Auction Report; Miles City Livestock
Commission Co. Miles City, MT Weighted Average; Nebraska Livestock Market of Norfolk; Ohio
Goat Auction, Hillsboro Ohio Graded Goat Sale; Summary of Wisconsin Livestock Auction at Sparta;
Summary of Wisconsin Feeder Cattle Auction at Altoona; Mexico, MO Sheep & Goat Auction;
Hamilton's IL, Madison County Ag Hay Auction; Weighted Average Auction Report of Siler City,
North Wilkesboro, Turnersburg, Mount Airy, Shelby, Norwood and Smithfield, NC; and Columbus,
NE — Columbus Sales Pavilion Feeder Cattle Weighted Average and Slaughter Cattle Report.

Poultry and Eggs:

In 2007, Poultry Market News and Analysis combined the current Central and Eastern regional
mechanically separated chicken (MSC) market reports into a national report, expanding coverage to
include the entire U.S. The report was developed with the help of industry cooperators and presents
the information in a more user-friendly format allowing users to more quickly and easily comprehend
the marketplace. The new report is being released concurrently with the Eastern and the Central
Region MSC reports until January 4, 2008, when it will become the single MSC market report
covering the national trading of MSC. ‘

In March 2007, Market News added an individually quick frozen (IQF) section to the Retail Feature
Activity Reports which comprise the three most commonly featured uncooked IQF chicken items
(these are boneless/skinless breasts, breast tenders, and wings). The level of retail advertising
featuring IQF products provides valuable insight into consumer trends as well as the relative health of
the marketplace. As these items are packed in various sized bags, all advertised prices are reported on

a price per pound basis.

In 2007, the Shell Egg Demand Indicator (SEDI) measurement tool was developed to estimate the ’
demand for shell eggs. The Weekly SEDI estimates shell egg demand through calculations modeled
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after known industry production and marketing practices. After discussions with several industry trade
associations, the report was released publicly in October 2007.

Market News Web Portal:

AMS is modifying and enhancing the Market News Web Portal which opened to the public in October
2005 with Livestock and Grain and Fruit and Vegetable information. The Portal allows users to customize
the site to their specific needs, to query directly from the Market News Information System database, and to
select the format view. The system permits customers to build and save their own data searches and allows
for currency conversion, metric conversion, and graphing. Customer feedback, while very positive,
included a number of specific requests for enhancements and greater capability. The most significant of the
enhancements is the ability to store separately and easily retrieve market information on organic products.
The enhancements are scheduled to be completed and made available to the public by Spring 2008. AMS
plans to add cotton, dairy, and poultry data to the Portal as soon as resources allow.

During Fiscal Year 2007, the deliverables for each commodity’s portal included initial analysis to gauge an
estimate for each commodity’s portal needs for Cotton, Dairy and Poultry; Functional Requirements
Document for Fruits and Vegetables and Livestock and Seeds, Design Specifications Documents for FV
and LS as well as specific software enhancements that include refinement of data reporting, statistics for
portal activity, and environmental/organic data management. Discovery to develop the detail portal
requirements will begin in the second quarter of FY 2008.

International Cooperation and Market Reporting:

AMS Market News provides technical expertise to other countries and for a variety of programs conducted
by other U.S. agencies. These activities strengthen international Market News reporting by supporting the
development of foreign agricultural market information systems. AMS, in coordination with the Foreign
Agricultural Service, supported the USDA/U.S. Agency for International Development technical assistance
project in India. Teams of market information specialists and agricultural commodity graders traveled to
India in 2006 and 2007 to assist the Government of India in enhancing their capability to collect and
distribute market information as well as in establishing grades and standards for domestic use. In 2007,
AMS worked with the National Institute of Agricultural Marketing and the Government of India to further
develop and expand a market reporting training program.

AMS continues in its leadership role of the Market Information Organization of the Americas (MIOA), to
develop a network of market information organizations from approximately twenty countries from North,
.Central, and South America. AMS attended the MIOA annual meeting held in Quito, Ecuador as well as
two Executive Committee meetings in the U.S and in Panama. Future planned activities include regional
projects and technical workshops for the participating member countries. The next MIOA annual meeting
will be held in Panama City, Panama in September 2008.

PART Assessment:

The majority of the Agency’s Marketing Services (MS) activities underwent a PART assessment for the FY
2008 budget and the overall program rating was “Adequate.” The assessment found that the Program
gathers, analyzes, and makes available market data for use among participants throughout the agricultural
marketing chain. Increased information in the marketplace provides all market participants with resources
to informed business transactions. To improve the performance of the program, we are developing
additional methods to automate the collection and posting of Market News price data, clarifying long-term
and annual measures to better demonstrate progress toward outcome-based performance goals, and
improving reporting and documentation of relevant program action.
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SHELL EGG SURVEILLANCE

Current Activities: The shell egg surveillance (SES) program monitors the disposition of "restricted eggs"
(eggs that are cracked, dirty, incubator rejects, inedible, leaking, or otherwise unfit for human consumption)
to ensure that only eggs fit for human consumption are available to consumers. Inedible eggs constitute a
small proportion of all shell eggs. Most inedible shell eggs are used in-animal feed; the remaining eggs are
destroyed.

Selected Examples of Recent Progress: The number of civil penalty cases against shell egg handlers
decreased from five in FY 2005 to one in FY 2006 and to zero in FY 2007. The percentage of shell egg
handlers in compliance with the SES program during initial visits increased from 83% in FY 2006 to 85%
in FY 2007; the percentage of compliance during follow-up visits increased from 45% to 60% in FY 2007.

Inspections Conducted:

Shell Egg Handlers Hatcheries
Fiscal Year 2006 531 345
Fiscal Year 2007 . 487 332
STANDARDIZATION

Current Activities: AMS develops and modifies quality grade standards for commodities when needed by
industry and consumers. The Agricultural Marketing Act of 1946 directs USDA to provide such quality
grade standards "to encourage uniformity and consistency in commercial practices." There are 508 quality
grade standards in place for poultry, eggs, rabbits, meat, dairy products, fresh and processed fruits and
vegetables, cotton, tobacco, and livestock. These food and fiber standards are widely used by private
industry in domestic and international trading, futures market contracts and as a benchmark for purchase
specifications in most private contracts. They enable AMS to conduct market news, grading and
commodity procurement programs.

. Before standards are implemented, AMS conducts studies and announces proposed standards. Public
comments are solicited to verify that quality grade standards will facilitate commerce. In addition to their
use by private industry in domestic and international contracting, USDA food and fiber standards have, to a
great extent, become the basis for international harmonization of agricultural product quality grades
recognized by Codex Alimentarius and the Economic Commission for Europe.

Selected Examples of Recent Progress:

Standards Reviews: In FY 2007, AMS specialists reviewed 83 commodity standards, including 21 for
cotton products, 1 for dairy products, 18 for fresh fruit and vegetable products, 6 for processed fruits and
vegetable products, 20 for livestock and meat, 4 for poultry, and 13 for tobacco. These reviews resulted in
the revision of 8 standards: 1for poultry and 7 for fresh fruits and vegetables.

International Activities: AMS remains active in global marketing standards initiatives and represents the
U.S. in meetings of the Codex Alimentarius, the International Dairy Federation , the United Nations
Economic Commission for Europe (UNECE), the Organization for Economic Cooperation and
Development, the International Organization for Standardization, the International Seed Testing
Association, the International Meat Secretariat, and several bilateral consultative committees on
Agriculture. AMS also participated in the Moroccan Cold Chain Initiative to help establish an adequate
infrastructure for the importation of high quality U.S. beef. This initiative included training for Moroccan -
government officials on the regulatory requirements for safety and labeling of red meat commodities.

e UNECE/CODEX: AMS fully reviewed and edited the UNECE’s revised final standard for
chicken prior to the official poultry standard publication by the UNECE, and made final revisions
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to the turkey standard in preparation for its official publication in calendar year 2008. In addition,
poultry specialists developed the first draft to revise the shell egg and egg products standards of
the UNECE and reviewed the first draft of their revised standard for ducks.

During 2007, AMS fruit and vegetable experts served as U.S. Delegates to meetings for the
international standards bodies of the UNECE and Codex, and AMS continued to chair the Codex
Committee on Processed Fruits and Vegetables which finalized four standards during its meeting.
Dairy Programs expanded the export certificate program for dairy products and led the U.S.
delegation of the Codex Committee on Milk and Milk Products to ensure adoption of international
standards that position the U.S. dairy industry competitively in the global market. Through Dairy
Programs’ efforts, USDA dairy export certificates are now requested by approximately 90
countries and 7,800 certificates were issued in FY 07—nearly a 50% increase from 2006. In
addition, 16 revised Codex Cheese Standards were officially adopted by Codex Commission in
July 2007. As a result of these efforts, trade barriers for U.S. companies have been reduced and a
basis for resolving international trade disputes has been provided thus facilitating the international
trade of dairy products that have an export value of more than $1.89 billion for the U.S. dairy
industry.

International Organization for Standardization (ISO): An S&T scientist took a leadership role

when participating in International Organization for Standardization (ISO) Technical Committee
(TC) 34 analytical methodology drafting meetings for two subcommittees (SC 2 and SC 11) for
food products in Buenos Aires, Argentina in April 2007. Representatives from Germany, Spain,
France, United Kingdom, Malaysia, Korea, Australia, Argentina, the Netherlands, Poland, Peoples

" Republic of China, Canada, and Switzerland were in attendance. There was agreement that the

International Olive Council (IOC) can be a participating member of TC 34 and pursue the
harmonization of IOC methods with the methods in ISO Standards for 52 foreign countries. S&T

. gained insight as a result into the essentials needed to meet forthcoming U.S. Olive Oil Grade

Standards.

GRADING AND CERTIFICATION SERVICES

Current Activities: AMS grading and certification services provide impartial verification that agricultural
products meet contractual quality standards. Use of AMS’ Federal grading program is strictly voluntary,
with users paying for the cost of the service.

Selected Examples of Recent Progress:

a.

Cotton Grading: AMS classified 19.95 million samples of cotton under the grower classing program in
2007, with all cotton classed by the high volume instrument (HVI) method. In addition, the Cotton
Program classified over 833 thousand samples under the Cotton Futures Act. Cotton inspection,
classing, and grading information for sample bales are stored and maintained in a central database.
This information is provided electronically to growers and agents who request it at a charge of five
cents per record. In 2007, the Cotton Program received requests for information on 20.9 million
sample bales.

Fees and Charges Effective FY 2007:

ps]

Service Performed ees
Form 1 grading services : $1.85 per sample a/

a/ Base fee rate as of July 2006. A discount of five cents per sample is awarded to producers who
are billed through voluntary central agents (e.g., cotton gins and warehouses).

b. Dairy Products Grading: Product grading, laboratory analysis, and plaﬁt inspections assure purity and

quality of dairy products. Upon request, AMS grades dairy products sold in commercial channels. An
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AMS grade is also required on all products sold to the Commodity Credit Corporation under the dairy
price support program. In 2007, AMS graded approximately 1.2 billion pounds of dairy products and
conducted 1,000 dairy plant inspections and audits to assure sanitation of processing facilities.

Fees and Charges in Effect:

Hourly Fees

Services Performed FY 2007 FY 2008
Continuous resident service $57.00 $62.00
Nonresident service 62.00 68.00

International markets are increasing for U.S. dairy and related products. The Dairy Grading and
Standardization Branches work together to offer assistance with inspection and certification of dairy
and related products for export. Federal inspections are routinely required by importing countries.
Certifications attest that dairy products are: 1) fit for human consumption; 2) produced under sanitary
and wholesome conditions; and 3) free from animal diseases. In FY 2007, the Dairy Grading program
issued 7,800 export certificates.

Processed Fruit and Vegetable Grading: This program offers both grading and audit-based verification
services. During 2007, AMS graded approximately 13.8 billion pounds of processed fruits and
vegetables at 390 processing plants, 14 field offices, and 14 inspéction points. In addition, AMS
conducted third-party quality, systems, and sanitation audits for food service organizations, processors,
retailers, and state and Federal government entities. AMS provides verification audits under the
Qualified Through Verification (QTV) program to meet the needs of the fresh-cut produce industry.
AMS performed 48 QTV audits in FY 2007. AMS’ Plant Systems Audit (PSA) program provides an
unbiased, third-party audit of a processor’s quality assurance system. AMS performed 68 PSA audits
for fruit and vegetable processors nationwide, AMS implemented a Food Protection Audit System in
support of USDA food purchases. In FY 2007, AMS performed more than 225 Food Protection
Audits.

During 2007, AMS continued to meet the demand for in-plant inspection of Department of Defense
operational rations in support of military activities in the Middle East and elsewhere. The AMS Food
Team also participated in 29 worldwide subsistence audits under the Defense Logistics Agency’s
(DLA) “Prime Vendor” food procurement program. These audits are conducted at various
vendor/warehouse locations throughout the U.S. and other countries worldwide. The AMS Food Team
is used by DLA to ensure the quality of the food products procured by DLA under Prime Vendor
contracts which are valued at over $2.9 billion. '

To maintain uniformity in the application of inspection and grading rules, procedures and standards for
processed fruits and vegetables, AMS provided orientation and hands-on training courses for new
employees as well as refresher courses for current personnel. New courses are added as new and
different skill-sets are required to provide value-added services that display flexibility in a changing
market place. AMS continued to strengthen its administrative processes in 2007 by training
administrative personnel from processed fruit and vegetable grading offices nationwide.

Fees and Charges Effective FY 2007:

Hourly Fees

Service Performed Base Overtime Holiday
Lot inspection $52.00 $78.00 $104.00
Yearly contract (in-plant) 39.00 58.50 78.00
Additional Graders (in-plant) 52.00. 78.00 104.00

. Seasonal contract (in-plant) 52.00 78.00 104.00
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Fresh Fruit and Vegetable Grading: AMS grading services for fresh fruits and vegetables are available
at shipping points and in receiving markets throughout the U.S. and Puerto Rico. In 2007, AMS
graded or supervised the grading of approximately 60 billion pounds of fresh fruits, vegetables, and
specialty crops. Grading services were provided by approximately 3,000 Federally-licensed State
employees at shipping points and cooperative market locations and by approximately 150 federal
employees at 34 federal receiving markets.

AMS provided an eight-week New Inspector Training Class for Federal and Federally-licensed State
graders that included intensive classroom and laboratory training on inspection procedures. The
students also received training on ethics and conduct, safety and health, digital imaging, and pertinent
administrative matters. AMS also provided eight refresher training classes, three Good Agricultural
Practices/Good Handling Practices (GAP/GHP) auditor training classes, one Train-the-Trainer class,
one international training classes, and five specialized industry training classes. These classes help to
ensure service quality and uniform application of procedures.

Fees and Charges Effective FY 2007:

Service Performed Fees*
Quality and condition inspections of products each in

quantities of 51 or more packages and unloaded from

the same land or air conveyance:

Over a half car lot equivalent product $131.00
Half car lot equivalent or less of each product 109.00
For each additional lot of the same product 60.00

*Lots in excess of car lot equivalents are charged proportionally by the quarter car lot.

Hourly Rates:
Hourly rate for inspections performed for other purposes

during graders’ regularly scheduled work week: $64.00
Hourly rate for inspections performed under 40 hour contracts

during the grader’s regularly scheduled work week: 64.00
Premium rate, in addition to hourly or car lot rates: 33.00
Holiday hourly rate, in addition to hourly or car lot rates. 66.00

Meat Grading and Certification: During 2007, meat grading and certification services were provided
to approximately 200 meat packing and processing plants and other establishments world wide. A
total of 20.9 billion pounds of red meat (beef, lamb, veal and calf) were graded during the year. This
figure represents 95.1 percent of steers and heifers, 79.2 percent of lamb, and 37.0 percent of veal and
calf commercially slaughtered in the U.S. In addition, 24.4 billion pounds of meat and meat products
were certified for specification, contractual or marketing program requirements. Twenty-three
Worldwide Food Audits were performed for Department of Defense prime vendor contracts.

Fees and Charges in Effect:

Hourly Fees

Service Performed FY 2007 FY 2008
Commitment grading $61.00 $61.00
Non-commitment grading 71.00 71.00
Premium (overtime) grading 78.00 78.00
Holiday grading 122.00 122.00

Audit, Review and Compliance Branch Audit and Verification Activities: During 2007, audit and

verification services were provided to approximately 420 clients, including meat packing and



16g-8

processing plants, livestock producers and livestock service providers, beef export verification
programs, organic certifying agencies, and other establishments worldwide. Accreditation audits
conducted for the National Organic Program represent an approval to label product as USDA Organic.
Services provided to meat packers and processors facilitated the opening of beef export markets valued
at over $3.1 billion in annual revenue.

Fees and Charges Effective FY 2007:

Service Performed Hourly Fees
Auditing activities : $108.00

g. Poultry and Egg Grading: Approximately 90 percent of poultry grading services are provided on a
resident basis, where in most of these instances, a full-time grader is stationed at the plant requesting
service. The remaining 9 percent of poultry grading services are provided on a non-resident (lot
grading) basis. During 2007, AMS provided resident service in 111 poultry plants, grading 8.8 billion
pounds of poultry and 156 shell egg plants where 1.9 billion dozen shell eggs were graded. Poultry
grading services cover about 29 percent of the turkeys slaughtered, 13 percent of the broilers
slaughtered, and 42 percent of the shell eggs produced in the U.S., excluding eggs used for breaking
and hatching.

Fees and Charges Effective FY 2007:

Service Performed Hourly Rate
Non-Resident Plant--Regular Time $69.68
Resident Plant* $40.62 — 56.72*

*Fee rate depending on the volume of product handled in the plant.

h. Tobacco Grading: As of July 1, 2005, all inspections for domestically grown tobacco and for imported
tobacco are provided on a voluntary basis. AMS Tobacco Program offers voluntary tobacco
inspection, grading, and expanded pesticide testing on all types of domestic and imported tobacco.

During 2007, AMS’ Tobacco Program inspected approximately 72 million pounds of imported tobacco
and tested 85 million pounds of imported tobacco for pesticide residues. In addition, AMS provided
pesticide testing on 5 million pounds of domestic flue-cured and burley tobacco.

Fees and Charges Effective FY 2007:

Service Performed Fees

Permissive inspection (Regular time) $47.40 per hour
Domestic tobacco grading 0.62 per hundred Ibs
Certification of Export Tobacco : : 0.25 per hundred Ibs
Imported tobacco grading 1.37 per hundred kg
Imported tobacco pesticide testing and certification 1.88 per hundred kg

PLANT VARIETY PROTECTION ACT

Current Activities: The Plant Variety Protection Act (PVPA) provides legal and intellectual property rights
protection to developers of new varieties of plants that are sexually reproduced or tuber-propagated. The
program is voluntary and is funded through application fees for certificates of protection. Each developer
of a new variety is assessed a fee of $5,150 to cover the cost of filing, searching, issuing, informing the
public, and maintaining plant variety protection certificates.
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Selected Examples of Recent Progress: More than 140 species of plants are currently protected under the
PVPA. In 2007, AMS received 455 applications for protecting new agricultural, floral, and seed plant
varieties. A total of 795 applications, including some from previous years, were pending action at the end
of 2007. During the fiscal year, AMS conducted searches on 355 applications to determine whether the
plant constituted a new variety and issued 309 certificates of protection. At the end of the fiscal year, 4,583
certificates were in force while protection had expired on 137 different varieties.

FEDERAL SEED ACT

Current Activities: -AMS depends on cooperative agreements with each state to regulate the interstate
commerce of agricultural and vegetable seeds with regard to seed labeling. Under these agreements, the
states refer apparent violations of the Federal Seed Act to AMS for verification and appropriate action.

* Selected Examples of Recent Progress: In cooperation with state agencies, AMS conducted field tests on
1,150 samples at eight different locations to determine trueness-to-variety of seed in interstate commerce.
During 2007, AMS received 338 new complaints from 29 States, resulting in 353 cases. AMS tested 299
regulatory seed samples from 29 states and 353 mail order seed samples from 17 seed companies for
trueness-to-variety. Thirty-four Federal Seed Act cases were administratively settled with penalty
assessments totaling $39,150 and ranging from $875 to $17,200. To help ensure uniform application of the
regulations, AMS conducted four inspector training workshops for seed inspectors and seed analysts from
sixteen states. ‘

Voluntary Seed Testing: AMS also offers seed inspection and certification services to users for a fee.
Most of the users of this service are seed exporters. During 2007, AMS issued 2,585 Seed Analysis
Certificates.

COUNTRY OF ORIGIN LABELING

Current Activities: The 2002 Farm Bill and the 2002 Supplemental Appropriations Act amended the
Agricultural Marketing Act of 1946 to require retailers to notify their customers of the country of origin of
covered commodities. The FY 2004 Consolidated Appropriations Act delayed the applicability of
mandatory country of origin labtling (COOL) for all covered commodities except wild and farm-raised fish
and shellfish until September 30, 2006, and Section 792 of Public Law 109-97 further delayed the
implementation the remaining covered commodities until September 30, 2008. The Interim Final Rule
(IFR) for fish and shellfish was reopened for comments on November 27, 2007.

Selected Examples of Recent Progress: AMS entered into cooperative agreements with and provided audit
training to 17 States for the purpose of conducting audits of retail establishments to determine compliance
with the COOL regulations for fish and shellfish. The training was held in July of 2007 and audits by those
States began in August. USDA personnel conducted audits in those States without cooperative
arrangements.

The program conducted 1,657 audits in 23 States from August, 2006 through September, 2007.
Approximately 33% of the audits revealed violations of the COOL law and regulations for fish and
shellfish. Where violations were discovered, the retail stores received warning letters giving 30 days to
submit a written statement detailing the corrective and preventative actions taken to comply with the law.

PESTICIDE DATA PROGRAM

Current Activities: Through a Memorandum of Understanding, AMS, EPA, and FDA coordinate and
prioritize residue testing activities. The Pesticide Data Program (PDP) is a critical component in meeting
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the requirements of the 1996 Food Quality Protection Act (FQPA), which directs the Secretary of
Agriculture to provide improved data collection of pesticide residues, standardized analytical and data
reporting methods, and increased sampling of foods most likely to be consumed by infants and children.
AMS maintains ongoing communications with EPA and FDA to plan program activities. In addition, AMS
holds annual planning meetings with all program participants, including the States and agricultural industry
stakeholders, to select commodities and water sites for inclusion in the program.

Selected Examples of Recent Progress:

Commodities: In 2007, PDP added 5 new commodities — almonds, blueberries, cranberries, corn, and
heavy cream. These commodities were selected based on EPA’s requests for data to monitor registration-
driven changes mandated by the Food Quality Protection Act. In addition, PDP reintroduced previously
tested commodities to determine if there were measurable changes in the residue profile. To date, PDP has
surveyed a total of 85 commodities including fresh and processed fruit and vegetables, dairy, grains, meat
and drinking water. ‘

Water Survey: Water monitoring was expanded during 2007 to include sites in 13 States and the District of
Columbia. The PDP water project is a voluntary program that began in 2001 and to date has surveyed 66
sites in 27 States.

Sampling: PDP developed a sample tracking database and a secured Extranet Website for file sharing and
collaboration by administrative, sampling, and laboratory personnel which has produced a significant
reduction in sample loss through more timely communications concerning trends and problems.

Testing: Methods were enhanced to include 13 new pesticides bringing the total number of pesticides and
metabolites tested to 300. Laboratories consolidated analytical screening methods and expanded the use of
automation to reduce costs for equipment maintenance, human resources, and the management of
hazardous waste. PDP analytical method information was submitted to Codex Alimentarius for
consideration for international adoption. PDP laboratories participated in national and international
proficiency testing rounds and performed better or as well as other participating laboratories in the U.S. and
around the world.

Outreach: PDP increased its involvement in international activities through participation in the 9%
Fresenius AGRI Conference in Germany, dissemination of program information to delegations from
Malaysia and Korea, and training on pesticide analytical methods to Saudi Arabian scientists.

Improved communications with U.S. growers through participation in crop tours and industry workshops.

Reporting: During 2007, more than 12,900 samples were tested, resulting in approximately 142,526
analyses. The program has the largest database on pesticide residues in children’s foods in the U.S.

AMS publishes an annual data summary, with reports currently available for 1991-2006. Public-domain
databases containing sample identity and analytical results data for each sample tested are posted on the
Program’s website: http://www.ams.usda.gov/pdp.

PART Assessment:

The Pesticide Data Program (PDP) underwent a PART assessment for the FY 2009 budget and the overall
program rating was “Adequate.” The purpose of the program is to collect data on pesticide and food borne
pathogen levels in the food supply. The assessment concluded that AMS’ PDP program supplies data to
the Environmental Protection Agency (EPA) to reflect pesticide residues on fruits and vegetables in the
U.S. food supply and that this data is used by EPA to assist in regulatory decisions that affect agricultural
production and in pesticide registration and re-registration process. AMS utilizes cooperative agreements
with State departments of agriculture to collect pesticide data samples for the program. To improve the
performance of the program, AMS has begun evaluating the methodology used to establish program
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performance targets for long-term and annual measures. The program is also developing additional annual
and long-term performance measures that demonstrate progress toward a long-term programmatic outcome. -

MICROBIOLOGICAL DATA PROGRAM

The Microbiological Data Program (MDP) was initiated in 2001 for the purpose of collecting data
regarding the prevalence of food-borne pathogens on domestic and imported produce. MDP also collects
microbiological baseline data to develop risk assessment models for fresh produce. AMS shares MDP data
with the Food and Drug Administration (FDA), the Centers for Disease Control and Prevention (CDC), and
the Department of Homeland Security. MDP does not, however, collect sample origin information which
limits the usefulness of the data for epidemiological investigations aimed at determining the source of
outbreaks of food borne illness. In FY 2007, MDP received reduced funding for sampling and testing
activities. The program is proposed for termination in FY 2009. '

‘Selected Examples of Recent Progress:

Commodities: MDP added fresh cut bagged lettuce to the program. This high consumption commodity
was introduced in consultation with FDA based on an increase in outbreaks associated with this product.
The data collected provides information on the effectiveness of critical control point monitoring for
processing this product. Bagged lettuce data will be provided to FDA. Other commodities tested include
alfalfa sprouts, cantaloupes, green onions and tomatoes.

Testing: MDP introduced an automated testing system to enumerate generic E. coli by most probable
number (MPN) to reduce costs expended on personnel, time, and materials. This system enhances
sensitivity and removes interpretation errors. Expanded the testing of shiga toxin producing E. coli
(STECs) and enterotoxin producing E. coli (ETECs) in all samples, using multiplex polymerase chain
reaction (mPCR) to increase the likelihood of finding the pathogenic E. coli. Introduced a soak method
developed by FDA to enhance the capture of target pathogens from lettuce, cantaloupes, and tomatoes.
Improved cultural methods to enhance isolation of target pathogen from PCR positive samples.

Outreach: MDP strengthened collaboration of MDP laboratories with the Food Emergency Network
(FERN) to develop and validate a real-time PCR method for Shigella testing and through participation in a
proficiency testing round sponsored by FERN for Shigella and E. coli 0157:H7. MDP laboratories also
participated in an AOAC collaborative study on enumerating total viable counts of bacteria in foods using
an automated system. Participated in a “Panel of Experts on Produce Safety” sponsored by the International
Association of Food Protection.

Reporting: MDP provided data to FDA, California Department of Health and DHS on Salmonella
detections in alfalfa sprouts to help initiate a voluntary recall in Southern California.

Provided data to FSIS on non-0157 STECs and Salmonella in produce for discussion at a public meeting
These pathogenic strains have been recently associated with new outbreaks. Provided data on MDP
isolates to the Agricultural Research Service (ARS).

Provided antimicrobial resistance, serotype, and fingerprinting data on 2007 MDP Salmonella isolates to
CDC for inclusion in the National Antimicrobial Resistance Monitoring System database. The data are used
for epidemiological investigations.

The 2006 data was released online in January 2007 and the 2007 data was released earlier in FY 2008.
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NATIONAL ORGANIC PROGRAM

Current Activities: The National Organic Program (NOP), authorized by the Organic Foods Production
Act 0f 1990, 7 USC 6501 et seq. (Act), maintains national standards governing the production and handling
of agricultural products labeled organic. The NOP examines and accredits State and private certification
programs so that they may certify compliance of producers and processors with the National Organic
Standards. The NOP also provides support to the National Organic Standards Board (NOSB), reviews
materials for the National List of Allowed and Prohibited Substances, and coordinates the enforcement and
appeals processes. '

The NOSB was established in 1992 and consists of 15 private-sector appointees. The Board provides
recommendations to the Secretary to carry out the program in accordance with the rules and prov131ons
governing national advisory committees.

Selected Examples of Recent Progress:

¢ Hosted meetings of the NOSB to receive the Board’s recommendations for developing additional
proposed national standards governing the production and handling of agricultural products labeled as
“organic” that were not addressed in the final rule. Materials were also reviewed for possible addition
to the National List of Allowed and Prohibited Substances as well as reviews of materials set to expire -
from the National List in 2008 based on sunset provisions in the Act.

¢ Published two proposed rules and 1 interim final rule in the Federal Register to add materials to the
National List of Allowed and Prohibited Substances.

¢ Published final rule in the Federal Register that renews the continued exemption (use) and prohibition
of substances in organic production and handling based on recommendations from the NOSB that were
scheduled to sunset from the National List on October 21, 2007.

o Published notices in the Federal Register to announce the filling of one vacant position on the NOSB,
the meeting of the NOSB, and changes in the procedures for submitting National List petitions.

¢ USDA now has recognition agreements with six foreign governments: Canada, Denmark, Israel,
India, New Zealand, and United Kingdom.

PESTICIDE RECORDKEEPING PROGRAM

Current Activities: The Federal Pesticide Recordkeeping Program (PRP) is a National program which
assures that certified private pesticide applicators (approximately 614,000 farmers) maintain records of
restricted use pesticide applications. This is accomplished by mandatory inspections of restricted use
pesticide (RUP) application records. In addition, PRP provides educational outreach programs and
materials to the regulated community to assist with compliance, and works with licensed health care
professionals to inform them of the avallablhty of pesticide application records when needed for medical
treatment.

Selected Examples of Recent Progress:

The PRP assures that certified private pesticide applicators which are required to maintain RUP records are
randomly selected for compliance inspections. Inspectors conducted one-on-one inspections with the
certified applicator and provide compliance assistance when possible. PRP administered 33 cooperative
agreements with State pesticide regulatory agencies to conduct compliance inspections and educational
outreach activities. Federal personnel were utilized in 5 additional States to conduct inspections during
2007. The PRP administered over 4,200 inspections nationally.

The PRP puts high priority on educational programs and compliance assistance in order to minimize the
number of non-compliant private certified applicators. A 96% compliance rate of applicators inspected in
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2007 demonstrates the effectiveness of this approach.

The PRP established two cooperative agreements with 1890 Institutions and one Land Grant University to
develop and deliver educational programs to small/minority farmers who are not reached through
traditional educational channels. PRP also developed a new Federal recordkeeping manual specifically for
applicators that do greenhouse and nursery RUP applications and distributed to over 8,000 copies. Sample
recordkeeping forms, manuals, and educational materials are available through the Program’s website for
downloading and use. The website provides instructions on how to maintain accurate and complete RUP
application records to assist in compliance with the regulations.

RESEARCH AND PROMOTION PROGRAMS

Current Activities: AMS provides administrative oversight to a number of industry-funded commodity
research and promotion programs. Industry research and promotion boards collect assessments from
producers, feeders, seed stock producers, exporters, packers and/or importers, processors, and handlers, to
carry out programs aimed at strengthening the demand for these products. It is the responsibility of AMS
to review and approve the budgets and projects proposed by the Boards such as paid advertising, consumer
education, industry relations, industry information, retail, food service and export promotion, market
production and nutrition research, public relations, and project evaluation. The industries reimburse AMS
for the cost of administrative oversight activities.

Research and Promotion Program Industry Assessments
(Dollars in Millions)

FY 2007 1/

Commodity Assessments Collected
Cotton $ 81.8 (estimated)
Dairy 92.0 (estimated)
Fluid Milk 107.0 (estimated)
Beef - 53.1

Lamb 2.3

Pork 53.7 (estimated)
Soybeans 44.7

Eggs 20.0 (estimated)
Avocados 17.8
Blueberries 2.0 (estimated)
Honey 3.8 (estimated)
Mangos 3.3 (estimated)
Mushrooms 3.2 (estimated)
Peanuts 5.9

Popcorn 0.5 (estimated)
Potatoes 10.7
Watermelon 1.5

Total $503.3 (estimated)

1/ The fiscal year for the blueberry, cotton, dairy, egg, fluid milk, honey, mangos, mushroom,
pork, and popcorn boards coincides with the calendar year. The other boards operate under
different 12-month fiscal periods.
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TRANSPORTATION SERVICES

Current Activities: AMS’ Transportation Services program promotes and assists in the development of an
efficient agricultural transportation system to help improve farm income, expand exports, and meet the
transportation needs of rural America. AMS provides assistance to State and local decision-makers and to
farmers and shippers in regulatory, policy, and legislative matters. The program conducts and sponsors
economic studies of domestic and international transportation issues and provides technical assistance and
information on agricultural transportation; rural infrastructure; and food distribution to producers, shippers,
rural communities, carriers, government agencies, and universities through a variety of publications
available in hard copy and on the AMS website: http:/www.ams.usda.gov/tmd/tsb/.

Selected Examples of Recent Progress:

Published an Ethanol Transportation Backgrounder, Expansion of U.S. Corn-based Ethanol from the
Agricultural Transportation Perspective, an overview of transportation issues facing a rapidly
expanding U.S. ethanol industry in the context of the U.S. corn market—currently the main source of
ethanol production in the United States.
Provided extensive staff support to the CMTS on the harbor maintenance trust fund, Great Lakes
harbor maintenance tax exemption, invasive species in ballast water, maritime data, system
assessment, and national strategy.
Provided testimony on Rail Competition and Service to the House Committee on Transportation and
Infrastructure. ,
Filed comments before the Surface Transportation Board on the following subjects: -

o Methodology to be Employed in Determining the Railroad Industry's Cost of Capital

o Rail Transportation of Resources Critical to the Nation’s Energy Supply

o Methodology to be Employed in Determining the Railroad Industry's Cost of Capital

o Simplified Standards for Rail Rate Cases (2 separate filings)

o Rail Transportation of Grain (filing and testimony)
Co-sponsored 7 regional agricultural shipper workshops in California, Idaho, Texas, Minnesota, and
Oregon, and participated in the annual Agriculture Transportation Coalition meeting on the challenges
faced by shippers with regard to trucking, rail, ocean, and port services, including consolidations,
shortages, surcharges, fees, congestion, regulations, and overall costs.

Periodic Transportation Reports:

Grain Transportation Report: AMS continued to improve and expand weekly reporting of the latest -
volume and price movement data for barges, railroads, trucks, containers, and ocean vessels involved
in the transport of grain. The weekly report includes highlights, feature articles, quarterly updates on
corn, wheat, soybean, and Mexico transportation costs, glossary, and the fall harvest transportation
outlook. This publication received over 25,000 website visits 2007.

Brazil Soybean Transportation: This quarterly report shows the total cost of shipping soybeans from
Brazil to major export markets that are of interest to the United States.

Soybean Transportation Guide- Brazil: This reference notes Brazil’s ascendancy in the world soybean
market. AMS updated this visual reference to provide U.S. exporters with current information on one
of their most important competitors in the world grain markets.

Agricultural Refrigerated Truck Quarterly: AMS improved the presentation of data and usability of the
volume and rate data for fresh fruit and vegetable shipments from major producing regions (California,
Pacific Northwest, Texas, Arizona, Florida, Great Lakes, and Mexico) to key consuming markets
(Atlanta, Baltimore, Boston, Chicago, Miami, New York, Philadelphia, and Seattle). This publication
received over 5,000 website visits in 2007.

Ocean Rate Bulletin: A quarterly publication which tracks the ocean freight rates of 17 contamerlzed
high-value agricultural commodities in more than 45 different trade lanes, mostly Asian, but a few to
European and Latin American destinations. The commodities tracked in the report include: almonds,
animal feed, apples, frozen beef, cotton, grapefruit, grapes, hay, lettuce, onions, oranges, pistachios,
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frozen potatoes, frozen poultry, raisins, soybeans, and wine. This publication received over 28,000
website visits in 2007.

WHOLESALE, FARMERS AND ALTERNATIVE MARKETS PROGRAM

Current Activities: AMS facilitates improved distribution of U.S. agricultural products for producers by
identifying marketing opportunities, providing analysis to help take advantage of those opportunities,
developing and evaluating solutions including improved farmers markets and other direct-to-consumer
marketing activities, researching and developing marketing channels, providing information and education,
encouraging adoption of improved post harvest technology, and designing market facilities.

Selected Examples of Recent Progress:
Farmers Markets and Direct-to-Consumer Marketing Projects/Studies:

e Farmers Market Consortium: The program provided leadership in organizing a public/private sector
partnership dedicated to helping farmers markets by sharing information about funding and available
resources. Accomplishments include:

o Convened a “National Farmers Market Summit” — assembled key stakeholders in the U.S. farmers
market community for a national conversation to discuss key issues and challenges faced by the
farmers market industry; and

o Published updated version of “Farmers Market Resource Guide”.

e Farmers Market Promotion Program Grants: Administered the inaugural Farmers Market Promotion Program
that provided approximately $1 million in competitive grants to non-profit corporations, regional farmers
market authorities, Tribal governments, local governments, agricultural cooperatives, economic development
corporations, and public benefit corporations to expand direct farmer-to-consumer sales. Twenty-three projects
from 17 states, including the District of Columbia, were selected for funding out of the 326 proposals received
from 48 states throughout the U.S. ' ,

e National Farmers Market Coalition: Provided financial and technical support to conduct a series of
research projects, including:

o Identify educational opportunities and programs that help to build capacity and strengthen farmers
markets;

o Collect and synthesize “best practices” for market operations, farmer recruitment and retention,
and farmer and community support;

o Identify potential members and partners to help communicate the goals and objectives for
continued farmers market growth; and

o  Assist farmers market community in identifying financial and technical sources of support.

e USDA Farmers Market Directory Updated: Initiated and completed the conversion of the USDA
National Farmers Market Directory from a text file to a Microsoft Access database. This new format
has been updated to allow members of the public to search the content of the directory by market
name, city, county, or by zip code. This user-friendly search mechanism will allow the public to locate
markets more efficiently, and expedite updates of newly received market information.

e USDA Farmers Market: Operated the weekly farmers market on USDA headquarters property for the
12™ consecutive year during the summer and fall seasons, coordinating schedules and logistics with 14
participating farm vendors, and recruited a certified organic vendor to participate. Provided technical
assistance to the Veterans Administrations (VA) Hospital and the Department of Housing and Urban
Development to host 1-day farmers markets on their respective sites. Each of these special market
events were designed to promote and celebrate good health, fitness, and overall wellness among
employees and patrons.

Wholesale Markets and Facilities Design Projects/Studies:
e Alabama Farmers Market: AMS continues to provide technical guidance to municipal and State
officials and market tenants throughout the market planning/expansion process, to include architectural
consultation and analysis of local consumer demographics and purchasing patterns.
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New York: Central New York Regional Market Authority, Syracuse, NY: AMS staff continue to work
with market representatives and subcontractors to support the planned expansion and renovation of the
Central New York Regional Market Authority in Syracuse, which include expanding the current portion -
of the facility devoted to farmers market activities and investigating the feasibility of using the market as
a collection/distribution platform for N'Y State-origin produce headed for New York City markets.
Educational Exchange on Wholesale Market Design Considerations with Indian Representatives: In
August 2007, at the invitation of project organizers, a Marketing Service staff architect participated in

a short-term overseas assignment as part of a USAID funded technical assistance project entitled

* Strengthening Agricultural Marketing Systems. MSB was accompanied by project collaborators from

USDA'’s Foreign Agricultural Service, USDA’s Cooperative State Research, Economics and Extension
Service, and private industry. The AMS representative visited several wholesale food market locations
in India, where he will provide architectural and design recommendations to market planners.

Marketing Channel Research and Development Projects/Studies:

National Farmers Market Survey: AMS economists are in the midst of developing a final research
report summarizing the results of the latest USDA National Farmers Market Survey, conducted in
2006 in cooperation with Michigan State University. A draft version of the research report is expected
to be completed by January 2008. The report will contain the results of more than 1,300 survey
questionnaires submitted by farmers market managers around the country, who answered questions
related to market and vendor sales, recent marketing trends, operational and management challenges,
and promotional activities.

Alternative Energy and “Green” Construction Options for Food Market Facilities: An AMS staff
architect and industrial engineer are developing a technical guide for market managers and planners to
help them conserve energy costs and reduce their environmental footprint when designing or
renovating permanent food market facilities.

Assessment of Direct Distribution Systems to Improve Direct Marketing Effectiveness for Small-Scale
Producers: In partnership with the Washington, DC-based Institute for Social and Economic
Development (ISED), and the U.S. Department for Health and Human Services’ Office of Refugee
Resettlement, AMS is in the process of investigating the relative merits of several (approximately 8)
direct distribution models currently used by various small-scale farm enterprises across the nation.

The primary objective of this project is to identify specific distribution/marketing practices, challenges
faced, and strategies that appear most effective for overcoming challenges and improving chances for
long-term viability. .

Analysis of Consumer Demographics to Support Farmers Market Promotional Activities: AMS staff
have initiated a pilot project to explore the potential of market research software in helping
farmers/public market managers to improve the effectiveness of their advertising and promotional
activities.

Postharvest and Marketing Technology:

Supply Chain Management Informational Tools for Small-Scale Farm Producers and Processors:

AMS has developed four informational modules in order to help the small and medium-sized food
producer and processor better understand the implications of supply chain management for their
business operations. The themes that are being addressed in the series of informational modules were
chosen for their particular relevance to the small and medium-sized food producer and processor,
Collaborative Study of Maine Tablestock Potato Sector with USDA/ARS: In partnership with
USDA/ARS and the Maine Potato Board, AMS is helping to develop a comprehensive marketing plan
for Maine tablestock potato growers. The primary objectives of this project are to consider potential
solutions to the current problems affecting the tablestock sector related to handling/product quality,
transportation access, Canadian competition, and market development, in order to enhance the
economic viability of the sector and better satisfy the needs and preferences of commercial buyers. The
development of the marketing plan is expected to rely upon a wide range of available resources from
AMS as well as resources from ARS and land-grant university exténsion services.
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Marketmg Information and Education:

Training Curriculum on Starting Farmers Markets: An AMS staff architect and marketing specialist
are currently preparing a guide that will provide recommendations for interested community
stakeholders on how to begin the process of establishing a new farmers market. By looking at a
variety of case study examples, the guide will cover physical considerations related to identifying an
appropriate market site, such as traffic flow, vendor location, parking, shade, and access to utilities, as
well as operational issues such as management structure, development and enforcement of market by-
laws, vendor recruitment and selection techniques, and budgetary issues.

Research Report on Catfish Marketing in Kentucky: AMS published 500 copies of its new research
report on aquaculture marketing, entitled “Delivering the Goods: Lessons Learned from Direct
Delivery of Kentucky Catfish,” in July 2007, and will begin pubhc1zmg and distributing these reports
to relevant audiences through ongoing outreach activities.

Financial and Organizational Support of National and Regional Workshops: The Marketing Services
Branch (MSB) provided financial and organizational support to several workshops on farmers markets
and direct marketing issues, such as the National Association of Farmers Market Nutrition Programs
annual meeting, Sparks, NV, October 2006. In addition, MSB participated as presenters at
workshops/conferences designed to build farm marketing capacity and/or improve food marketing
practices at several events, such as the Food Distribution Research Society annual meeting, Quebec

' City, Quebec, Canada, October 2006, National Association of Produce Market Managers conference,

San Francisco, CA, April 2007, and the National Farmers Market Working Group meeting, hosted by
Winrock International, Arlington, VA, April 2007.
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The estimates include appropriation language for this item as follows (new language underscored; deleted
matter enclosed in brackets):

LIMITATION ON ADMINISTRATIVE EXPENSES

Not to exceed [$61,233,000] $62.888.000 (from fees collected) shall be obligated during the current fiscal
year for administrative expenses: Provided, That if crop size is understated and/or other uncontrollable
events occur, the agency may exceed this limitation by up to 10 percent with notification to the Committees
on Appropriations of both Houses of Congress.

Appropriations Act, 2008 ............c.ooireiiiiiee ettt $61,233,000
Budget Estimate, 2009 .......c..cccooieiiiinenteieeieet sttt ettt et b s e b et ereene s 62,888.000
Increase in Limitation...........ccoeveeveveeveeeeevreeenae ettt et e en e er et et e e et neaen + 1,655,000

The increase of $1,655,000 in the limitation on administrative expenses is needed to fund increased
operating costs. The increased limitation will allow for uninterrupted grading services in FY 2009.
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PAYMENTS TO STATES AND POSSESSIONS

For payments to departments of agriculture, bureaus and departments of markets, and similar agencies for marketing

activities under section 204(b) of the Agricultural Marketing Act of 1946 (7 U.S.C. 1623(b)), [$11,709,000, of which not less
than $1,875,000 shall be used to make a grant under this heading: Provided, That of the amount provided under this heading,
$8,500,000, to remain available until expended, is for specialty crop block grants authorized under section 101 of the Specialty
Crops Competitiveness Act of 2004 (Public Law 108-465; 7 U.S.C. 1621 note), of which not to exceed five percent may be

available for administrative expenses.] $1.334.000.

Salaries and Expenses

Appropriations Act, 2008 ... e $11,709,000
Budget Estimate, 2009 ............coiiiiiis e 1,334,000
Decrease in APPrOPriation ......................ciiiiiiiiiiii oo e e cee s e e e e oe._=10,375,000
Adjustments in 2008:
Appropriations Act, 2008 ... e 11,709,000
Rescissionunder P.L. 110-161a/ ... oo - -81.963
Adjusted Base for 2008 ... ... ..o e e e et e e e e e 11,627,037
Budget Estimate, Current Law, 2000 ...... ... i e e e e 1,334,000
Decrease from adjusted 2008.............o. i e e e e =10,293,037
a/ The amount is rescinded pursuant to Division A, Title VII, Section 752 of P.L. 110-161.
Project Statement
(On basis of adjusted appropriation)
Increase
2007 2008 or 2009
Actual Enacted Decrease Estimated
Payments for marketing services work under
section 204(b) of the Agricultural Marketing
Service Act of 1946 (FSMIP) $1,334,000 $3,186,537 -$1,852,537 (1) $1,334,000
Specialty Crop Block Grant Obligations a/ 5,469,084 8,389,123 51,377 8,440,500
Unobligated balance available, start of period -6,928,207 -8,389,123 -51,377 -8,440,500
Unobligated balance available, end of period 8,389,123 8,440,500 -8,440,500 (2) 0
Subtotal Appropriation 6,930,000 8,440,500 -8,440,500 0
Total Available 8,264,000 11,627,037 -10,293,037 1,334,000
Rescission ) 0 81,963
Total Appropriation 8,264,000 11,709,000

a/ FY 2006 specialty crop no-year grants were awarded on October 11, 2007. FY 2007 grants will be awarded after April 2008.
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PAYMENTS TO STATES AND POSSESSIONS

Obligation Levels - Specialty Crops Grants Only
(On basis of available funds)

2007 2008 2009
Item Actual Enacted Estimated
ADPDPIOPIIAtION. .....eemieriieeeeeenccseeecreesescesenesenns $6,930,000 $8,440,500 $0
Unobligated Balance Available,
start Of PETiod......couevuruerereenrrerireeeerereerreeenas 6,928,207 8,389,123 8,440,500
Total Available........cccoeeueeerieciieieeieeeeceeceeeeeeee 13,858,207 16,829,623 8,440,500
Total ObHAtIONS.......c.covvveeeemeerenererereereererereneevenns .-5,469,084 -8,389,123 -8,440,500
Unobligated Balance Available,
end of Period.......cccovueieerenincenenteeeeeeee, 8,389,123 8,440,500 0

Note: Only the Specialty Crop Block Grant Program is displayed in the Obligation Level table due to
this activity's no-year nature. The FSMIP Grants are annual in nature and are obligated in total each
year. Due to the timing of the announcement for this Program, these numbers will differ from the
MAX budget system data.

(M

@

Justifications for Increases and Decreases

A decrease of $1,852,537 for Payments to States and Possessions ($3.186.537 available in 2008).

This budget request includes funding only for the Programs competitive grants and does not include
funds specified for Wisconsin.

FSMIP provides matching funds to State Departments of agriculture and other State agencies for 25-
30 projects per year. These funds have been used by States to conduct marketing studies or assist in
addressing barriers, challenges, and opportunities in the marketing, transportation, and distribution
of U.S. food and agriculture domestically and internationally.

A decrease of $8.440.500 for Specialty Crop Grants ($8.440,500 available in 2008).

On December 21, 2004, the Specialty Crops Competitiveness Act of 2004 (7 U.S.C. 1621

note) authorized the Department of Agriculture (USDA) to provide state assistance for specialty
crops. Under Section 101 of the statute, the Secretary of Agriculture is directed to “make grants to
States for each of the fiscal years 2005 through 2009 to be used by State departments of Agriculture
solely to enhance the competitiveness of specialty crops.”

The program was first funded in fiscal year 2006 and additional funding was added in fiscal years
2007, and 2008. Due to the timing of the grants application process and because these funds were
made available until expended, AMS expects to carry an unobligated balance equal to a full year of
grants funding into fiscal year 2009 and therefore AMS is not requesting additional funding.
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PAYMENTS TO STATES AND POSSESSIONS

Federal State Marketing Improvement Program
Geographic Breakdown of Obligations

Distribution of obligations by State are not available until projects have been selected. Funds
in 2007 for the Federal-State Marketing Improvement Program total $1,334,000; funds in 2008
total $3,187,000. A funding level of $1,334,000 is proposed for 2008 and 2009.

FY 2007
AlADAMA. .. ..ot $14,995
ALASKA. .ttt s 59,845
YN g V7)1t T 49,275
ATKANSAS. ...t entee ittt e e, 30,000
(070) (o) s s U 58,000
FIOrida. .. ..o 72,000
HaWaii. . ..o 50,000
| (F:1 1T T 54,500
KeNtUCKY ... .onvii e 33,375
Maryland. .......ooooiiiii e 50,000
MaSSACHUSELES. .. c. e entint ittt e e e 95,425
MIChIgAN. .. ..ovii e 47,410
IVIESSISSIPP. - -« eeete e et e e e e e ettt e e et e e e eee e et e e e e e e eaan 55,875
NEW JEISEY . . entiie it 85,000
NEW MEXICO. .. et ettt et ettt ee e et e e en e eeaaneas 105,095
North Caroling. ........o.ouiniiiiiiii e, 61,400
(0] 11 T T 105,940
[0) 1 F:1170) 13- F N 56,365
() 47 <o) PP 43,000
WaShINZLON ..ovenririiiiiiiiicc ettt 183,500
WYOIMUNE ..coveveiieieiieii et 23,000

Total, Available or Estimate ................cccceeuueeennn.n. 1,334,000
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AGRICULTURAL MARKETING SERVICE
PAYMENTS TO STATES AND POSSESSIONS

Specialty Crop Block Grants
Geographic Breakdown of Obligations

No-year funding was provided in FY 2006 for the specialty crop grant program.
Announcement and solicitation of grant applications was released on September 26, 2006. An
additional $6,930,000 was provided in FY 2007, with applications being awarded through
April 11,2008. Obligations not awarded in grants were expended for administrative costs.

Grants Awarded
FY 2007
AATASKA ..ot etets st st rese e s s et er e et e s ete et ete et eteanebesaeseeteteseneese e be s $100,521
ATKAINSAS. ... ceeetieieeciee et et este et see e et e ste e beesat e e be e s bt e b ee s b e s st e sabe e sae e s e s e s bn e 102,675
CAlIfOIMIA. ... eveveeeereeeeee et ettt et e st ebe st e s e e et eaeea et st e bt besnesa e beneesean et eneennanan 1,304,956
COLOTAAO. ..ttt eett e et ete e e et ae e e s aneeesssaeeessse e e asteesanessaeeeerneesanes 116,139
DEIAWATE. ... ..veieeeeceeeeeetee et e et e et e e e e et e e e e s te e e s ssae e e bt e e eensee s e e s saesenneesanees 204,808
DiStrict Of COIUIMDIA. ... .c..ieeeiiiiieiieteecteete et et e et e et e eae s e ereeaesaessesseeaeesaeeaas 284,944
FIOTIA. c oottt ettt et ete e et e e eteeaaeeabaaesse e e seessee s st e saeenas e nnesreeennesaneeans 253,750
TAANO0. ettt ettt te e e s re et e et a e et e b et bt et ne st aa e as 121,388
TLLITIOIS ...ttt ce et et er e te e e et e et e et e st e e sabe e b e e eaesaneesas e e sa e s ae e sna s 222,900
JOW ettt eete e et et e et e e e e e e e s te e e sea e e s ab e e e snbee e nne e e e seeesaate s n s e e saeeeaaes 103,249
L OUISIANA. ..ot eee et eteeee e e eteeeetaeeeesesseeeessseseasaeassnseesssaaessbeeenseennraesanes 104,950
Maryland........cocooiiiiiii e 111,602
IMECRIZAN. ... e 136,342
IMIINESOA. ....eevveerenrireereeteeteseesseseesseeseesteneesseeeseesseesatensesseemresaneseeemeeasesessnsannesneins 113,275
IMSSISSIPPL. - eveveverereneermemciricciess sttt et se s s e s s ienis 103,627
NEDTASKA. ....cuvevieteirieteetesieeteete st e bt e bt e st e a e eb e s e e e e as s s ens b s eas e s ns 104,134
NEVAAA. ..ot ete et e e et e e s ese e e e bt e e e e e asteasaabeeesureeeesneeeessssebseesnsenane 101,478
NeW Hampshire.......cc.cccvuevirieiinieinecieiincicsecse et 102,245
NEW JEISEY .. .envvereeetieeiiereireeeetit sttt ettt 117,037
INEW MEXICO. ..evieueereeenrieeieeeteeteeeteee e e stee e e eseaeesasaessteeesatesasesbeeeaseenbeeneeseereesneenns 217,015
NEW YOIK..ooeieeiieeeeiee ettt ettt sr e ettt e e a e e a e s s 129,212
NOTh CArOliNa......ecviieeii ettt et e e et e e e esne e re s saeennesnees 136,156
NOTTh DBKOA. ....eceviieviieeie ettt et ee e e tae e s e e st e e sre e sb e sse e s e sneesmeennens 109,136
OKIANOMIA. c.c..vieeeieeeeeeeeeeeeeete et e eeneeeeeteeeetaeeeessaaaee e sseasasseeeanseaessbeeensbesensneesreees 107,188
ROOAE ISIAN. .....ooeeieieieeeeecete ettt et s s 101,418
SOUth CArOlING......oeveereeiieeeeieie ettt ettt e s srs et saeeneens 110,425
SOULH DAKOA. .....couviieiiieiiectieeeeeee et eeteeeteete e e e e e saeeese e steeeeesareesbeesseese e nnesmeenns 100,850
TEXAS.c..veeeueeeereereereenseestesseessesssessseesateessteeseesembeeeraeeeae e as e s st e e e ae e eae s 156,489
| 8721 s OO OO O OO PO SRR PPN 103,135
VITNONL . .....oeeuviereeteeeeteeetteeereetreesseesseeseseesneessteeseseeeesbeeaseeeseeesnteeseeneesaeeneesneesnnes 101,398
WASHINZEOM...c.vvvtvinterereecr ettt 182,443
WESE VIFZIIIA. c..voveveveeieeeteeere ettt et s 100,287

Total, Available or Estimate............... 5,465,172
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PAYMENTS TO STATES AND POSSESSIONS

Current Activities: The Federal-State Marketing Improvement Program (FSMIP) provides matching funds to State
departments of agriculture and other State agencies for 25-30 projects per year. These funds have been used by
States to conduct marketing studies or assist in addressing barriers, challenges and opportunities in the marketing,
transportation, and distribution of U.S. food and agricultural products domestically and internationally.

Selected Examples of Recent Progress: During 2007, State agencies were encouraged again to submit FSMIP
proposals that reflect a collaborative approach between the States, academia and the farm sector, and which have
regional or National significance. Grantapplications were received for 71 projects from 35 States and territories
representing a total request for Federal funds of $3.4 million. The program was appropriated $1.3 million for these
projects. These funds were allocated among 26 projects from 21 States.

FEDERAL-STATE MARKETING IMPROVEMENT PROGRAM
FISCAL YEAR 2007 GRANTS

STATE  PURPOSE ' AWARD

Alabama  To identify opportunities for Deep South wildflower seed growers to $14,995
access a new market supplying native eco-type seed to state
departments of transportation for use in landscape projects along public
roads and highways.

Alaska To explore niche regional, national and international markets for Alaska $59,845
peonies and other cut flowers and develop a marketing strategy to take
advantage of an annual seasonal deficit in world supply.

Arizona To conduct a national survey to identify attributes of an effective, $49,275
private-sector funded state branding program.

Arkansas To introduce the new Arkansas Certified Baitfish program to national $30,000
fish and wildlife administrators, national baitfish distributors, live-
baitfish retailers and youth and adult fishing programs.

Colorado To develop an effective prototype marketing and promotion campaign $58,000
for bison meat that can be replicated in other similar demographically
favorable markets.

Florida To survey 'consum'ers, age 55 and older, to identify their attitudes about $72,000
and preferences for seafood and aquaculture products, and to develop a
marketing campaign based on the findings.

Hawaii To conduct a pilot project for a statewide food traceability system. $50,000

Idaho To field test U.S.-grown dry bean seed varieties in Mexico, and to $54,500
conduct educational seminars for Mexican growers and cooperatives to
review the results and explain how to import the seed from the United
States.

Kentucky To improve the accuracy and usefulness of U.S. market goat grades to $33,375
provide graders and buyers with a more accurate tool for evaluating live
goats and give producers an economic incentive to improve the quality
of their goats.



STATE

Maryland

Massachusetts

Massachusetts

Michigan

Mississippi

New Jersey

New Mexico

New Mexico

North Carolina

Ohio

Ohio

Oklahoma

Oregon
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PURPOSE

To facilitate increased use of locally produced foods in Maryland
hospitals. :

To determine the regional demand for HACCP certified bagged salad
greens and to assess the capability of local growers to supply this
market.

To develop a marketing strategy that will enable nursery operators to
address shifts in demand due to changing consumer preferences, and
environmental regulations regarding water use and invasive plants.

To support the growth of the region's urban wood industry that supplies
locally produced "green" building materials from waste wood such as
those from trees damaged by the emerald ash borer.

To conduct consumer and chef focus groups in three target cities to
gather data on their acceptance and willingness to pay for U.S. farm
raised freshwater prawn that will serve in developing future marketing
efforts.

To prepare produce growers to meet émerging food safety trends and
access commercial markets through training on the State's food safety
certification program.

To develop a comprehensive regional marketing program for red
chilies.

To assess the national market for New Mexico-grown natural dye plants
and natural dye plant products.

To determine key factors that influence current and anticipated
consumer purchases of nursery products and landscape services to help
the state's nursery sector update its marketing strategies and better plan
future product and service offerings.

To explore opportunities for sales of locally grown and processed
products in school vending machines, and to conduct a pilot project in a
university setting.

To evaluate the current marketing strategies and practices of Ohio food
producers, and to determine if and how a web-based marketing system
can improve the effectiveness of their marketing efforts.

To develop food distribution models for small, medium and large
producers, and to create safe handling guidelines to foster use of locally
grown and produced food products in school systems throughout the
State.

To explore opportunities for Oregon producers to supply ingredients or
produce processed products for sale to public schools and to conduct a
pilot project involving several products tailored to meet the needs and
requirements of participating schools.

AWARD

$50,000

$33,825

$61,600

$47,410

$55,875

$85,000

$58,550
$46,545
$61,400
" $49,225

$56,715

$56,365

$43,000



STATE

Washington

Washington

Washington

Wyoming

Total
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PURPOSE

To use health-based research in support of a program to expand use of
red raspberries in the production of new and existing processed
products.

To conduct national surveys of consumers and health professionals to
gain insight into their knowledge, preferences, and demand for
cranberries and cranberry products, and to use the results to improve the
industry's marketing strategies and educational programs.

To educate food product research and development professionals about
the technical aspects and uses of various forms of dry peas, lentils, and
chickpeas to enhance the nutritional value of existing products and
create new products using these ingredients.

. To foster development of the specialty food sector in Wyoming and to

train producers and processors on food safety principles.

AWARD

$55,000

$65,000

$63,500

$23,000

$1,334,000
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PERISHABLE AGRICULTURAL COMMODITIES ACT FUND

Lead-Off Tabular Statement

Appropriations Act, 2008 ... $7,349,000
Budget Estimate, 2000 ... ...cuitiie ittt it e et e e e e e e e s e e e e 7,349,000
Change in APPIOPIIAtION ... ......oiiutiit it iet et et et ee e eee e e ce s e e e et e ee e e e e e e --
SUMMARY OF INCREASES AND DECREASES
(On basis of adjusted appropriation)
2008 Pay Program 2009
Item of Change Enacted Costs Changes Estimated
Total Available .............. $7,349,000 -- -- $7,349,000
Project Statement by Program
(On basis of appropriation)
2007 Actual 2008 Estimated Increase 2009 Estimated
Staff Staff or Staff
Amount Years Amount Years Decrease Amount Years
Licensing dealers and
handling complaints $10,556,591 81 $10,052,000 85 + $273,000 $10,325,000 85
Unobligated balance
available start of period -17,913,424 -- -14,585,778 .-+ 2,703,000 -11,882,778 --
Unobligated balance )
available end of period 14,585,778 -- 11,882,778 -- - 2,976,000 8,906,778 --

Total, available or
estimate 7,228,945 81 7,349,000 85 -- 7,349,000 85
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PERISHABLE AGRICULTURAL COMMODITIES ACT

Obligation Levels
(On basis of available funds)

2007 2008 2009

Jtem Actual Enacted Estimated

Appropriation (from receipts) .................. $7,228,945 $7,349,000 $7,349,000

Unobligated Balance available, start

of period .......ovvviiiiiiiii, 17,913,424 14,585,778 11,882,778

Total available ..............co.cooeii, 25,142,369 21,934,778 19,231,778

Total Obligations ..............cccccoueeeueenn... -10,556,591 -10,052,000 -10,325,000
Unobligated balance available, end of

Period .....oooiiiiiiii 14,585,778 11,882,778 8,906,778

Geographic Breakdown of Obligations and Staff Years
2007 Actual and Estimated 2008 and 2009

2007 Actual 2008 Enacted 2009 Est.
Staff Staff Staff
Amount Years Amount Years Amount Years
ATIZONA. ..o $1,356,160 10 $1,291,337 11 $1,326,408 11
District of Columbia ........ccccveeeeneene. 6,601,596 51 6,286,048 53 6,456,770 53
THHNOTS. .o 0 0 0 0 0 0
5,490 0 5,228 0 5,370 0
1,339,561 10 1,275,532 11 1,310,174 .11
1,253,784 10 1,193,855 10 1,226,278 10

Total, Available or Estimate............ 10,556,591 81 10,052,000 85 10,325,000 85
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PERISHABLE AGRICULTURAL COMMODITIES ACT FUND

Current Activities: The Perishable Agricultural Commodities Act (PACA) and the Produce Agency Act
are designed to: 1) protect producers, shippers, distributors, and retailers from loss due to unfair and
fraudulent practices in the marketing of perishable agricultural commodities; and 2) prevent the
unwarranted destruction or dumping of farm products. ’

AMS’ PACA program enforces these acts and is funded by license and user fees paid by commission
merchants, dealers, and brokers handling fresh and frozen fruits and vegetables in interstate and foreign
commerce. The law provides a forum for resolving contract disputes and a mechanism for the collection of
damages from anyone who fails to meet contractual obligations. In addition, the PACA provides for
prompt payment of fruit and vegetable sellers and sanctions and/or penalties against firms or principals who
violate the law’s standards for fair business practices. Violations of the PACA are investigated and result
in: 1) informal agreements between two parties; 2) formal decisions involving payments to injured parties;
3) suspension or revocation of licenses and/or publication of the facts; or 4) monetary penalty in lieu of
license suspension or revocation. The PACA also imposes a statutory trust that attaches to perishable
agricultural commodities received by regulated entities, products derived from the commodities, and any
receivables or proceeds from the sale of the commodities. The trust benefits the produce suppliers, sellers,
or agents that have not been paid, to ensure they are paid in full.

Selected Examples of Recent Progress: In FY 2007, AMS was contacted by members of the trade for
assistance in resolving 1,575 commercial disputes. Of these disputes, more than 91 percent were resolved
informally involving approximately $18.5 million. AMS resolved 92 percent of these disputes within four
months. Decisions and orders were issued in 347 formal reparation cases involving award amounts totaling
approximately $5.8 million. During the same period, AMS initiated 17 disciplinary cases against firms for
alleged violations of the PACA. AMS issued 24 disciplinary orders — either suspending or revoking the
firms’ PACA licenses or levying civil penalties in lieu of license suspension — against produce firms for
violations of the PACA. ‘





