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FOOD SAFETY AND INSPECTION SERVICE

Purpose Statement

The Secretary of Agriculture established the Food Safety and Inspection Service (FSIS) on June 17, 1981,
pursuant to legislative authority contained in 5 U.S.C. 301 that permits the Secretary to issue regulations
governing the United States Department of Agriculture (USDA). The mission of FSIS is to ensure that the
Nation’s commercial supply of meat, poultry, and egg products is safe, wholesome, and correctly labeled
and packaged, as required by the Federal Meat Inspection Act (FMIA), the Poultry Products Inspection Act
(PPIA), and the Egg Products Inspection Act (EPIA). FSIS is composed of two major inspection programs:
(1) Meat and Poultry Inspection and (2) Egg Products Inspection.

1. FSIS is the Department of Agriculture’s public health regulatory agency responsible for ensuring that
meat, poultry, and processed egg products are safe, wholesome, and accurately labeled. FSIS enforces
the FMIA, the PPIA, and the EPIA, which requires Federal inspection and regulation of meat, poultry,
and processed egg products prepared for distribution in commerce for use as human food. FSIS also
enforces the Humane Methods of Slaughter Act, which requires that all livestock at federally inspected
establishments be handled and slaughtered in a humane way.

FSIS conducts inspection activities at federally inspected establishments; and for States not under
Federal inspection, the Agency ensures that State meat, poultry, and egg products inspection programs
have standards that are at least equivalent to Federal standards. FSIS also insures that meat, poultry,
and egg products imported to the United States are produced under standards equivalent to U.S.
inspection standards, and facilities the certification of exported goods.

FSIS’ science-based inspection system, known as the Hazard Analysis and Critical Control Point
(HACCEP) system, places emphasis on the identification, prevention, and control of foodborne hazards.
HACCP requirements include meeting sanitation, facility, and operational standards, and other
prerequisite programs to control pathogen contamination and produce safe and unadulterated food.

2. The Egg Products Inspection Program is authorized by the EPIA. The program ensures the safety and
wholesomeness of egg products through continuous mandatory inspection of egg processing plants
producing liquid, frozen, or dried egg products to ensure that products sold are wholesome,
unadulterated, and truthfully labeled. This program also controls imported egg products to ensure that
U.S. requirements are met.

During 2006, the agency maintained headquarters offices in the Washington D.C. metropolitan area; 15
district offices; the Technical Service Center in Omaha, Nebraska; laboratories at Athens, Georgia, St.
Louis, Missouri, and Alameda, California; the Financial Processing Center in Des Moines, Iowa; Human
Resources Field Office in Minneapolis, Minnesota; the Training Center in College Station, Texas; and a
nationwide network of inspectors in approximately 6,282 establishments (including official import facilities
and egg plants) in 50 States, Puerto Rico, American Samoa, Guam, and the Virgin Islands. Included are
368 establishments operating under Talmadge-Aiken Cooperative Agreements. Much of the work is .
conducted in cooperation with Federal, State and municipal agencies, as well as private industry.

As of September 30, 2006, the agency employment totaled 9,029 permanent full-time employees and 104
part-time employees; on that date, there were also 448 temporary employees. Of these, 709 permanent full-
time employees and 56 part-time or temporary employees were located in headquarters offices; 225
permanent full- time and 4 part-time or temporary employees were in agency laboratories; and 230
permanent full-time and 7 part-time or temporary employees were in district offices. The balance of 7,865
permanent full-time employees and 410 part-time or temporary employees were in field locations.
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OIG Reports

1.

5061-0009-Ch, September 29, 2006, Animal and. Plant Health Inspection Service’s (APHIS)
Control Over the Bovine Tuberculosis Eradication Program.

2. 24601-0007-Ch, September 28, 2006, Review of the Pathogen Reduction Enforcement Program
(PREP) Sampling Procedures.

3. 24005-1-At, September 27, 2006, Food Safety and Inspection Service — State Meat and Poultry
Inspection Programs.

4. 24601-06-Ch, March 28, 2006, Food Safety and Inspection Service’s In-Plant Performance
System.

5. 5061-11-HQ, February 17, 2006, USDA Controls for Beef Export Verification Program for Japan.

6. 33601-3-AT, February 9, 2006, APHIS Evaluation of the Implementation of the Select Agent or
Toxin Regulations — Phase II.

7. 5061-10-HY, February 2, 2006, APHIS Bovine Spongiform Encephalopathy (BSE) Surveillance
Program — Phase II and Food Safety and Inspection Service Controls Over BSE Sampling,
Specified Risk Materials, and Advanced Meat Recovery Systems.

8. 24601-05-HY, January 10, 2006, Food Safety and Inspection Service Assessment of the
Equivalence of the Canadian Inspection System.

9. 50401-56-FM, November 23, 2005, U.S. Department of Agriculture’s Consolidated Financial
Statements for Fiscal Years 2005 and 2004.

GAO Reports

1. GAO-06-832, August 17, 2006, The Federal Workforce: Additional Insights Could Enhance
Agency Efforts Related to Hispanic Representation.

2. GAO-06-644, May 19, 2006, Homeland Security: Management and Coordination Problems
Increase the Vulnerability of U.S. Agriculture to Foreign Pests and Disease.

3. GAO-06-713, May 11, 2006, Continuity of Operations: Selected Agencies Could Improve
Planning for Use of Alternative Facilities and Telework during Disruptions.

4. GAO-06-460, April 6, 2006, Hurricane Katrina: Comprehensive Policies and Procedures Are
Needed to Ensure Appropriate Use of and Accountability for International Assistance.

5. GAO-06-324, March 31, 2006, Human Capital: Agencies Are Using Buyouts and Early Outs with
Increasing Frequency to Help Reshape Their Workforces.

6. GAO-06-161, January 17, 2006, Combating Terrorism: Determining and Reporting Federal
Funding Data.

7. GAO-06-114, October 12,2005, Higher Education: Federal Science, Technology, Engineering,

and Mathematics Programs and Related Trends.
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FOOD SAFETY AND INSPECTION SERVICE
Available Funds and Staff-Years
2006 Actual and Estimated 2007 and 2008

Item Actual 2006 Estimated 2007 Estimated 2008
Staff Staff Staff
Amount Years Amount Years Amount Years

Salaries and Expenses:

Appropriation $837,756,000 9,339  $830,081,000 9,339 $930,120,000 9,430
Rescission from Appropriation ............c..c.ceeueseeecsnee. -8,378,560
Unobligated balance forward from prior years 1,425,000 722,000
Subtotal, salaries and expenses...... . 830,802,440 9,339 830,803,000 9,339 930,120,000 9,430
Transfer from DA for Congressional Relations........ 248,000 250,000 250,000
Total, Salaries and EXpenses............cocovureecueeecuenne 831,050,440 9,339 831,053,000 9,339 930,370,000 9,430
Obligations under other USDA appropriations:
National Appeals Division 256,285 260,000 268,000
APHIS Blood Sample 425,000 425,000 425,000
BSE Surveillance/Telecommunication 1,250,000 750,000 758,000
Miscellaneous Reimbursements 309,975 200,000 206,000
Total, Agriculture Appropriations...........c.coeeueersessssesssnens 2,241,260 1,635,000 1,657,000
Other Federal Funds:
FDA, Microbiological Advisory Committee 26,000 27,000 27,000
Commerce, Microbiological Advisory Committee 26,000 27,000 27,000
DOD, Microbiological Advisory Committee 26,000 27,000 27,000
CDC, Microbiological Advisory Committee 10,500 11,000 11,000
DHS, Bioterrorism 2,015,377 11,000 11,000
Total, other Federal Funds 2,103,877 103,000 103,000
Non-Federal Funds:
Meat, Poultry and Egg Products Inspect 136,130,076 37 123,947,500 37 127,665,925 37
Accredited Labs 263,281 2 322,500 2 332,175 2
All other 963,509
Trust Funds 6,260,666 46 6,642,240 46 6,841,507 46
Total, Non-Federal Funds ..........cccccovevimniinnninnns 143,617,532 85 130,912,240 85 134,839,607 85
Total, Food Safety and Inspection Service.................. 979,013,109 9,424 963,703,240 9,424 1,066,969,607 9,515
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FOOD SAFETY AND INSPECTION SERVICE

Permanent Positions by Grade and Staff Year Summary
2006 Actual and Estimated 2007 and 2008

2006 2007 2008
Grade Wash DC Field Total Wash DC Field Total Wash DC Field Total

Senior

Executive

Service 25 1 26 25 1 26 25 1 26
GS-15 58 32 90 58 32 90 58 32 90
GS-14 128 85 213 128 85 213 128 85 213
GS-13 240 394 634 240 394 634 240 394 634
GS-12 97 1,027 1,124 97 1,027 1,124 97 1,047 1,144
GS-11 45 253 298 45 253 298 45 253 298
GS-10 1 403 404 1 403 404 1 403 404
GS-9 42 1,892 1,934 42 1,892 1,934 42 1,892 1,934
GS-8 12 930 942 12 930 942 12 944 956
GS-7 55 3,120 3,175 55 3,120 3,175 55 3,174 3,229
GS-6 11 46 57 11 46 57 11 46 57
GS-5 8 232 240 8 232 240 8 232 240
GS-4 6 36 42 6 36 42 6 39 45
Total

Permanent

Positions 728 8,451 9,179 728 8,451 9,179 728 8,542 9,270
Unfilled

Positions end-|

of-year 19 131 150 - - - - - -
[Total

Permanent

Full-Time

Employment,

end-of-year 709 8,320 9,029 728 8,451 9,179 728 8,542 9,270
Staff Year

Estimate 1/ 760 8,664 9,424 760 8,664 9,424 760 8,755 9,515

1/ Includes other than permanent (part-time, intermittents, etc.)
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MOTOR VEHICLE FLEET DATA

Size, composition and cost of agency motor vehicle fleet as of September 30, 2006 are as
follows:

Size, Composition, and Annual Cost
(in thousands of dollars)

_Agency: Food Safety and Inspection Service

Number of Vehicles by Type*
Sedans Light Total
and Trucks, Medium Food Number Annual
Station | SUVs and Duty Safety of Operating
Fiscal Year | Wagons Vans Vehicles | Mobile | Vehicles | Cost (000s)
4X2 | 4X4 ‘

FY 2005 1,280 | 33 1 2 1 1,317 $6,683
Change from
2005 103 -2 -2 99 -$160
FY 2006 1,383 | 31 1 1 1,416 $6,523
Change from
2006 0 0 $860
FY-2007 1,383 | 31 1 1 1,416 $7,383
Change from
2007 6 8 $500
FY 2008 1,389 | 33 1 1 1,424 $7,883

*These numbers include vehicles that are owned by the agency, leased from commercial sources, and
leased from GSA.

Notes:
= FSIS inspects over 6,000 meat, poultry and egg products plants located throughout the United
States. A large number of FSIS inspection personnel have responsibilities in multiple plants and
work "patrol/relief assignments" traveling from plant to plant on a daily basis. In fiscal year (FY)
2002, all FSIS vehicles were leased from GSA’s fleet. In 2006 FSIS leased 103 more vehicles,
however, operating cost decreased due to less mileage used.

= FSIS plans to replace up to 359 vehicles in FY 2007.
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FOOD SAFETY AND INSPECTION SERVICE

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

Salaries and Expenses:

For necessary expenses to carry out services authorized by the Federal Meat Inspection Act. the
Poultry Products Inspection Act, and the Egg Products Inspection Act, including not to exceed
$50.000 for representation allowances and for expenses pursuant to section 8 of the Act approved

August 3, 1956 (7 U.S.C. 1766). [$757.470.000] $930.120.000, of which no less than _
$839.,130,000 shall be available for Federal food safety inspection; and in addition, $1,000,000
may be credited to this account from fees collected for the cost of laboratory accreditation as

authorized by section 1327 of the Food, Agriculture, Conservation and Trade Act of 1990 (7

U.S.C. 138f): Provided, That of the total amount made available under this heading, no less than
$20.,653,000 shall be obligated for regulatory and scientific training: Provided further, That not to
exceed $565.000 is for construction of a laboratory sample receiving facility at the Russell
Research Center in Athens, Georgia: Provided further, 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.
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FOOD SAFETY AND INSPECTION SERVICE

SALARIES AND EXPENSES - CURRENT LAW

Estimate, 2007 .................. $830,081,000
Budget Estimate, 2008 ................. 930,120,000
Increase in Appropriation +100,039,000
E—— o ——————1
FOOD SAFETY AND INSPECTION SERVICE
SUMMARY OF INCREASES AND DECREASES - CURRENT LAW
(On basis of appropriation)
2007 Program 2008
Item of Change Estimated Pay Costs Changes Estimated
Federal Food Safety & Inspection ..o, $742,763,000 +$43,130,000 +$53,237,000 $839,130,000
State Food Safety & Inspection ............................. 56,912,000 +1,248,000 +2,758,000 60,918,000
International Food Safety & Inspection ........................ 19,355,000 +895,000 +604,000 20,854,000
Public Health Data Communication .
Infrastructure System (formerly FAIM) .................. 8,079,000 -- -1,976,000 6,103,000
Codex Alimentarius ......................cooeeiiiniiiinn., 2,972,000 +114,000 +29,000 3,115,000
Total Available ........ccooveveeeiiiiiiniiiniinnn... 830,081,000 +45,387,000 +54,652,000 930,120,000
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FOOD SAFETY AND INSPECTION SERVICE
PROJECT STATEMENT - C NT LAW

(On basis of appropriation)
2006 Actual 2007 Estimated 2008 Estimated
Staff Staff Increase or Staff
Amount}| Years Amount Years Decrease Amount Years

1. Federal Food Safety

and Inspection ......cccveeeeeeeenenneeennen ) 742,753,647| 9,155 | $742,763,000 9,159 | +$96,367,000 (1){ $839,130,000 9,250
2. State Food Safety

and Inspection ..............coveevunnnnnneee. 53,252,000 29 56,912,000 29 +4,006,000 (2)] 60,918,000 29
3. International Food Safety

and Inspection .......cceeeeeeeeeninniennans 19,355,000 144 19,355,000 | 144 +1,499,000 (3) 20,854,000 144
4. Public Health Data Communication

Infrastructure System (formerly FAIM) 8,079,000 0 8,079,000 - -1,976,000 (4) 6,103,000 0
5. Codex Alimentarius ...........c............. 2,972,000 11 2,972,000 7 +143,000 (5) 3,115,000 7
Unobligated balance lapsing ................ 3,214,793 - - - - - -
Total Available or

Estimate ...| 829,626,440] 9,339 | 830,081,000 {9,339 | 100,039,000 930,120,000 9,430°
Transfer from Departmental

Administration for Congres-

sional Relations activities ................... -248,000 - al -
RESCISSION wovvvevveeeererniiiireeeeneeeannn. 8,377,560 . -
Total Appropriation ...........ceeceeceecucrncceecns} | 837,756,000f 9,339 | 830,081,000 19,339

a/ Amount to be determined.



14-9

PROJECT STATEMENT - CURRENT LAW

(On basis of availability)

2006 Actual 2007 Estimated 2008 Estimated
Staff Staff Increase or Staff
Amount| Years Amount Years Decrease Amount Years

1. Federal Food Safety

and Inspection .......ccceeeeevvnenennnnnen)  742,304,917| 9,155 | $743,485,000 (9,159 | +$95,645,000 (1)| $839,130,000 9,250
2. State Food Safety

and InSpection ................cccevveienenens 58,152,974 29 58,153,000 | 29 +4,006,000 (2)] 62,159,000 29
3. International Food Safety

and Inspection 15,067,976] 144 17,486,000 | 144 +1,499,000 (3) 18,985,000 144
4. Public Health Data Communication

Infrastructure System (formerly FAIM) 10,497,190 0 8,079,000 - -1,976,000 (4) 6,103,000 0
5. Codex Alimentarius ..............ccuuuveeene 3,599,464 11 3,600,000 7 +143,000 (5 3,743,000 7
Total Obligations........cooeeveeeieerrinninenns 829,622,521] 9,339 | $830,803,000 {9,339 | +99,317,000 930,120,000 9,430
Unobligated balance lapsing .................. 3,214,793 - - - - - -
Unobligated balance
forward from prior Years .........cec..eevveen. -3,933,313 - -722,000 - +722,000 - -
Unobligated balance
forward tO NEXt YT .......cvcvvueecrerereresannes 722,000 - - - - - -
Total Available or

ESHMALE ....vvevererernnesnenmsssssssesssesenennnns 829,626,001| 9,339 | 830,081,000 {9,339 | +100,039,000 930,120,000 9,430
Transfer from Depértmental

Administration for Congres-

sional Relations activities ................... -248,000 - Y] -
RESCISSION veveevveereerenneenniereieenrencennens 8,377,560 -
Total Appropriation ...............cecueeeecencennns} 837,755,5611 9,339 | 830,081,000 |9,339

a/ Amount to be determined.
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JUSTIFICATION OF INCREASES AND DECREASES
Maintain the Gold Standard in Meat and Poultry Inspections (+ $80,308,000 and 91 FTE)

1. An increase of $80,308,000 to enhance the safety and wholesomeness of meat. poultry, and egg
products through effective inspection and policy implementation.

a. An increase of $19,178,000 for pay costs, consisting of
$18,721,000 for Federal Food Safety and Inspection;
$105,000 for State Food Safety and Inspection;
$312,000 for International Food Safety and Inspection Service; and
$40,000 for Codex.

The increase for pay costs assumes an FY 2008 salary increase of 3.0 percent and annualization of the 2.2
percent salary increase from 2007.

b. An increase of $35,800,000 for changes in salaries, consisting of
$34,946,000 for Federal Food Safety Inspection
$197,000 for State Food Safety Inspection
$583,000 for International Food Safety Inspection; and
$74,000 for Codex.

FSIS has a statutory mandate for carcass-by-carcass slaughter inspection and continuous presence for
processing inspection. The permanent statutory obligations of FSIS to provide continuous inspection of
meat, poultry, and egg products is a labor intensive mandate, thereby making its salary costs relatively

inflexible.

Salaries and benefits amount to approximately 80 percent of the overall budget of FSIS. Overtime, salaries
and benefits, along with fixed costs, have eroded the available funds needed to perform agency functions.
1t is difficult for the agency to absorb reductions from rescissions and remain effective while 80 percent of
its budget is needed for staff costs. Examples of work not getting done in FY 2006 include: postponement
of 6 equivalency audits of foreign meat and poultry systems; 20 percent reduction in the number of Food
Safety Assessments, including a 50 percent reduction in evaluations of food safety system designs for
control of Listeria monocytogenes; postponement of a number of investigations; and a significant reduction
in the performance of “Other Consumer Protection” activities dealing with economic fraud and labeling. In
addition, the inability to hire non-frontline positions means that the agency is not refreshing its workforce
or infusing the existing workforce with new talent and ideas.

¢c. An increase of $5,353,000 for two extra work days in FY 2008, consisting of
$5,225,000 for Federal Food Safety and Inspection;
$29,000 for State Food Safety and Inspection;
$88,000 for International Food Safety and Inspection Service; and
$11,000 for Codex.

In FY 2008, there are 262 work days, an increase of two days over the 260 work days in FY 2007. FSIS
will incur $2,676,500 in salary obligations for each extra day.

d. An increase of $2,596,000 for State inspeétion programs including State salary costs and State equal to

status, consisting of
$2,596,000 for State Food Safety and Inspection.

State salary costs
An increase of $946,000 is necessary for salary costs in cooperating State meat and poultry inspection

programs. Under the Federal Meat Inspection Act (FMIA) and the Poultry Products Inspection Act (PPIA),
FSIS has the responsibility for setting a national standard for meat and poultry inspection. Also pursuant to
the FMIA and PPIA, States may enter into cooperative agreements with USDA to operate their own
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inspection programs if they meet and enforce requirements “at least equal to” those imposed under the
FMIA (21 U.S.C. 641-645) and the PPIA (21 U.S.C. 460). States may enter into a cooperative agreement
for meat inspection, poultry inspection, or both meat and poultry inspection. However, product produced
under State inspection is limited to intrastate commerce at this time.

FSIS reimburses the States up to 50 percent of the estimated cost of administering State inspection. FSIS
requests an increase of 2.2 percent above the amount in the Grants, Subsidies and Contributions object
class for salary increases in the cooperating States.

State Equal to Status
An increase of $1,650,000 to support State “equal to” status. About 2,100 meat and poultry establishments

are inspected under State Meat and Poultry (MPI) programs. Many of these establishments are small or
very small. State and local governments have an increasingly important role in helping improve public
health through food safety and food defense. FSIS provides guidance and assistance on the use of science-
driven, risk-based approaches to the control of foodborne hazards. States and local governments help .
oversee the raising and transporting of food producing animals, the administration of inspections to
intrastate meat and poultry processing facilities, and the regulatory oversight of retail and inspection-
exempt businesses handling those products.

Current allocation levels are not sufficient to allow all Grantee State Programs to maintain their required
“equal to” status. In 2006, FSIS issued allocations to each of its 28 State MPI members. The total amount
allocated was equal to that allocated in FY 2005, however, due to documented shortfalls in several State
programs, 20 States received an average of 1.8 percent less than the documented need for FY 2005. Of
these members, 19 States have filed letters of concern associated with the level of funding.

The total requested increase is $2.596 million. This initiative is aimed at adequately funding the actual
costs of enforcing inspection requirements to meet Federal standards. Future budget allocations must be
able to cover travel costs, vehicle maintenance, and fuel charges.

e. An increase of $8,400,000 for Federal employee benefits beyond the amounts covered in annual pay
raises, consisting of
$8,197,000 for Federal Food Safety and Inspection;
$46,000 for State Food Safety and Inspection;
$139,000 for International Food Safety and Inspection Service; and
" $18,000 for Codex.

While FSIS salary rates have risen 22 percent from 2000 through 2005, employee benefits for the same
period have risen 38 percent. The additional increase is due mainly to rising costs of the Federal Employee
Retirement System (FERS) and the Thrift Savings Plan (TSP) contributions as Civil Service Retirement
System (CSRS) employees leave the agency, Federal retirement, and health benefits costs.

The migration of agency employees from CSRS to FERS occurs through attrition of the longer tenured
employees who are part of the CSRS. This change increases the agency’s retirement cost due to the higher
percentage of salaries the agency pays for FERS retirement, Federal Insurance Contributions Act, and the
required contribution to TSP for employees in FERS.

The requested increase above the pay raise percentage is also needed to provide for increases in Federal
Employee Health Benefits costs projected by the Office of Personnel Management. The rise in benefits in
excess of salaries is about $2.8 million annually. Escalating benefits costs, similar to pay costs, cannot be
deferred and require increased funding to avoid a reduction of inspection, laboratory, and support
personnel. Again, salaries and benefits cannot continue to absorb these costs without crippling or shutting
down critical public health and food defense programs.

f. An increase of $8,981,000 and 91 staff years to support increased demand for front-line inspection

services, consisting of:
$8,981,000 and 91 staff years for Federal Food Safety and Inspection.
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In accordance with FSIS’ statutory mandate to provide carcass-by-carcass inspection for slaughter and
continuous inspection for processing, the agency requests an increase in funding and additional staff to
meet increased industry demand for in-plant inspection services.

Domestic inspectors: At the start of 2006, FSIS began seeing signs of an upsurge in growth for the meat
industry. USDA estimated that the US cattle herd totaled 97.1 million or 1.7 percent higher than one year
earlier. Cattle on Feed in February 2006 were at 12.1 million or six percent higher than the previous year
and a record for any month. USDA'’s Chief Economist made projections for CY 2006 which indicated
growth in demand for beef at 6.4 percent, pork at 2.7 percent, and chicken at 2.3 percent. The Office of the
Chief Economist maintained these estimates for CY 2006 and projected additional increases for CY 2007.
Per capita meat consumption was projected to increase 1.4 percent by the end of CY 2006. USDA’s
Livestock, Dairy and Poultry Outlook includes baseline projections for the agricultural sector through 2015,
and projects increases in the commercial demand for beef, pork, and poultry product. The Economic
Research Service has also projected that total U.S. pork consumption will grow because of an expansion of
the U.S. population. Export market openings, especially in Korea and Japan, are expected to demonstrate
additional increased demand for beef.

The projected growth in demand for meat and poultry products will create an estimated 78 new

assignments in slaughter inspection to meet statutory requirements for carcass-by-carcass inspection.

These inspection personnel will be stationed at those locations where industry production and establishment
of new plants, slaughter lines, or additional shifts creates additional inspection assignments.

Program Investigators: Growth in the agency’s food safety and food defense responsibilities is reflected
not merely in the volume of product inspected and shipped, but also dramatically in the need to cover
complex public health issues associated with the handling of meat, poultry, and egg products outside of the
Federally inspected establishments. These responsibilities include surveillance of the transportation,
storage, and distribution of inspected products for intentional and non-intentional chemical, biological and
physical contamination of inspected products; conduct of investigations to detect, prosecute and deter
criminal violations; perform food defense activities including assessment and emergency response;
coverage and follow-up of recalls; conduct illness outbreak and consumer complaint investigations; and
audit and review of State and foreign inspection programs. The investigative staff will also provide FSIS
with the ability to synthesize findings from case studies to identify common trends in plant performance
and inspection program operations, root causes of development problems, and options for proactive
solutions. FSIS is requesting 13 program investigators to support these growing responsibilities.

The ability to perform food safety and food defense surveillance activities, conduct investigations, and
respond to emergency situations presents a continuing challenging in the major metropolitan areas of the
United States due to the large number of facilities transporting, storing, importing, exporting, and
distributing meat, poultry and egg products. Additional program investigators in these areas are essential to
ensure continued protection of the welfare of consumers and the public interest. These positions will be
assigned as follows: one to the New York City metro area, two to the New England metro corridor, one
program investigator to the Buffalo/Rochester metro areas, three to the Los Angeles/Long Beach/San
Diego metropolis, two to the San Francisco/Oakland Bay area, one to Denver, one to Las Vegas, one to the
city and surrounding locals of Chicago and one to the Indianapolis metro area.

Improving the Efficiency and Effectiveness of the Risk-Based Inspection (RBI) Systems

Public Outcomes

Inspection is concentrated at points of greatest risk to the safety of meat, poultry, and egg products.
Food safety regulatory controls and enforcement actions are legally and scientifically supportable.
Risk-based measures strengthen regulatory verification and enforcement contributing to safer meat,
poultry, and egg products for the consumer.
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Why is this initiative necessary?

FSIS is designing procedures to replace traditional inspection systems for processing operations. Under an
optimal risk-based inspection system, the type and intensity of inspection activity at each establishment
would be determined by an analytical process that permits inspectors to anticipate problems and focus their
efforts on those processes and establishments most likely to have control issues and pose a public health
risk. FSIS recognizes each step taken toward risk-based systems must further protect public health.

In FY 2008, FSIS continues its major focus on the design and implementation of this more robust risk-
based inspection system. While the agency maintains that its current system is strong, the agency must
adapt to the ever-changing realities of food safety and public health. The agency envisions a number of
advantages offered by a more robust risk-based system. In particular, a risk-based system can be fluid,

 rapidly adapting to emerging hazards. It can more easily find problems that have occurred and anticipate
problems to minimize risk. This more robust system should allow us to align agency resources with the
corresponding level of risk posed by specific hazards, products and processes.

FSIS has already made progress toward a risk-based approach to food safety, especially in our risk-based
approach to pathogen control. An example is the FSIS verification sampling program for Listeria
monocytogenes. Under this initiative, FSIS tailors its verification activities to the interventions that plants
choose to adopt and to the potential for Listeria growth in their products. In other words, FSIS conducts
less sampling in those plants that have the best control programs for Listeria and more sampling, as well as
in-depth Food Safety Assessments, in plants that adopt less vigorous programs.

FSIS’ goal is to further enhance and strengthen this risk-based system. Based on the agency’s progress
with Listeria, FSIS has been developing a risk-based verification system for E. coli 0157:H7, and
announced in February 2005 an 11-step strategy for Salmonella. FSIS will take this risk-based approach
further by using inspection data and other information to determine the hazard from product type and plant
performance to determine the intensity of inspection at processing plants.

Implementation of the RBI System in Poultry Slaughter (Cost neutral — Potential Savings in Qutyears)

As the next step, FSIS is building a more robust risk-based inspection system for slaughter and processing
operations that can adapt to the ever-changing realities of food safety and public health. A risk-based
system will provide the means for inspection program personnel to anticipate problems and to focus their
efforts on processes and establishments in which there are most likely control issues and thus a public
health risk. The risk-based system must rely heavily on data to identify those establishments and products
that present the greatest risk to public health and to allocate resources accordingly. FSIS will use the public
health model of collecting, assessing, and responding to public health data.

FSIS is committed to introducing risk-based inspection at young chicken slaughter plants as quickly as
possible with the goal of implementing risk-based inspection during the last quarter of FY 2008. For
slaughter establishments, with the HACCP-Based Inspection Model Project (HIMP), we took the next step
in using risk to focus the agency’s inspection efforts. HIMP was designed to assess whether establishments
could successfully perform sorting for food safety and other consumer protection defects, and whether
FSIS, as is appropriate in a HACCP based system, could be effective in verifying the success of the
establishment’s efforts. The HIMP project has demonstrated that establishments can perform the sorting
functions while at the same time provide enhanced control of Salmonella on raw carcasses. During 2005,
while Salmonella was increasing across the whole industry from 13.5 to 16.3 percent positive, the HIMP
establishments were reducing levels from 11.2 percent in 2004 down to 10.6 percent in 2005. The HIMP
establishments have consistently had lower Sa/monella levels than establishments with traditional
inspection. For 2005, the HIMP establishments had a positive rate of 10.6 percent for “A” samples, 6.5
percent lower than the traditional level of 17.1 percent. Clearly, a noticeable difference. Based on what it
has learned under the HIMP system, FSIS intends to propose an enhanced poultry inspection system in
which off-line inspection program personnel verify that establishments are appropriately implementing
their food safety controls throughout their processes, while appraising each carcass to ensure that no
adulterated product enters commerce. This system will ensure that the agency’s resources are used in the
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most effective and efficient way possible to help us meet future food safety challenges, some of which are
either evolving or unknown today. Once fully implemented, the system will produce eventual cost savings
estimated at $14 million annually, while assuring the public product wholesomeness and safety better than
today’s. Because of the costs of initial implementation and time necessary to issue a final regulation, this
budget request includes no costs or savings for risk-based inspection poultry in FY 2008.

Food Agriculture and Defense Initiatives (+ $21,707,000)

2. An increase of $21.707,000 for food and agriculture defense, consisting of:
$20,297,000 for Federal Food Safety Inspection;
$1,033,000 for State Food Safety Inspection; and
$377,000 for International Food Safety Inspection.

Food contamination, animal and plant diseases, and infestations can have catastrophic effects on human
health and the economy. USDA, the Department of Health and Human Services, and the Department of
Homeland Security are working together to create a comprehensive food and agriculture policy that will
improve the government’s ability to respond to the dangers of disease, pests and poisons, whether naturally
or intentionally introduced. This budget proposes $21.7 million to further improve FSIS’ ability to detect
and respond to intentional or accidental contamination in the food supply.

This initiative supports the agency’s strategic goal: to enhance the safety and wholesomeness of meat,
poultry, and egg products through effective inspection and policy implementation; and its objective of
allocating resources to public health based on potential hazards — whether microbial, chemical, physical,
intentional adulteration, or misbranding — resulting in safe, wholesome meat, poultry, and egg products.

a. An increase of $14,528,000 for the Food Emergency Response Network (FERN), consisting of:
$13,295,000 for Federal Food Safety Inspection;
$903,000 for State Food Safety Inspection; and
$330,000 for International Food Safety Inspection.

While FSIS” initial goal was to fund up to 100 laboratories for active participation in FERN, the agency
now has restructured FERN. In this new approach, FSIS will select seven out of the 133 eligible labs and
add to them the 18 currently funded labs for a total of 25 labs that will receive funding to participate in
screening projects, method validation studies, and field trials of new methods for special threat agents m
order to provide for full geographic representation for microbiological testing.

The goal of the FERN is to have a robust food testing laboratory network capable of (1) responding to an
‘event involving the intentional or accidental contamination of the food supply, (2) maintaining U.S.
agricultural and industrial economic stability by rapid identification if an event occurs, and (3)
ensuring/restoring consumer confidence in the safety of the Nation’s food supply by the Network’s rapid
response.

FSIS requests the funding to fully integrate up to 25 already existing and geographically dispersed FERN
labs for microbiological testing capacity. The funding would pnmarlly be to provide 25 State and local
labs with the equipment and training necessary to be full partners in FERN, as well as to support a reagent
stream for them through the use of surveillance and proficiency testing programs.

The 25 labs would provide National coverage, by region, with the expertise needed to meet the overall
mission of FERN. All 25 labs would be capable of providing screening microbial tests and results for the
10 priority threat agents in all food matrices. Approximately 15 of these 25 labs nationwide would be
funded as “Regional Reference Labs.” In addition to the screening capacity, these labs would also serve as
technical transfer labs, sharing knowledge and expertise particularly with the remaining unfunded FERN
partner laboratories. If necessary, these funded labs would also conduct specific projects, as needed. Once
funded, the public health infrastructure would be far better prepared to respond to a contaminated food
supply, and would benefit the physical and financial health of the Nation.
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This approach strives to reach the necessary levels of expertise and proficiency required to quickly and
accurately respond to any potential threats to the Nation’s food supply. After an event, the network would
handle the recovery phase through surveillance assignments and other monitoring strategies that would be
required to secure the public’s confidence in the food supply and lessen the economic consequences of an

event.

Within the established laboratory network, there must be open communication and a ready exchange of
knowledge and expertise among our State and Federal partners. Sufficient funding to support the
connectivity and integration of the various laboratory functions within FERN is necessary in order to
ensure that an adequate number of already operating laboratories, strategically located across the Nation,
are actually capable of conducting the many different analyses for the numerous threat agents of concern.
One million of this initiative would be necessary to continue the development and maintenance of our
secure communication databases and websites ((LEXNET and National Food and Agriculture Laboratory
Committee) to continue FERN support. The benefits of this system will be an increased emergency
response network through FERN’s robust food-testing network system.

This initiative is also critically tied into and dependent upon two other major FSIS initiatives: the Public
Health Data Communication Infrastructure System (PHDCIS) and the Public Health Information
Consolidation Project (PHICP) which represent an overarching and robust effort to vastly improve and
facilitate communications and data exchange between FSIS and its food safety partners.

The PHDCIS is designed to enhance the ability of all employees, industry, and laboratories to receive
information to analyze, cooperate, and respond in real-time to emergencies and to take more preventive
steps to reduce foodborne illness and food defense threats. PHDCIS also provides for a disaster recovery
plan, broadband connectivity, and standardized microcomputers for both Federal and State inspectors.

The PHICP provides the means to implement an effective risk-based food safety system that can collect,
assess, and respond to hazards and risks. PHICP also provides a single source for mission critical data
reporting, uses predictive models to analyze real time data from FSIS and other Federal, State, and local
agencies, provides Web-enabled transactional user interfaces, develops a standard Application Program
Interface through web services for system integration, and delivers critical reports to agency program
personnel and managers.

b. An increase of $2,525,000 for two data systems to support FERN, consisting of:
$2,348,000 for Federal Food Safety Inspection;
$130,000 for State Food Safety Inspection; and
$47,000 for international Food Safety Inspection.

FSIS requests $2,525,000 for two data systems to support FERN — the electronic laboratory exchange
network (eLEXNET) and a repository of analytical methods. The eLEXNET is a nationwide, Web-based,
electronic data reporting system that allows analytical laboratories to rapidly report and exchange
standardized data. This system is currently operational in nearly 100 food-testing, public health, and
veterinary diagnostic laboratories across the country. Combined data is then readily available to approved
laboratories and key decision makers. The funding will be used to make eLEXNET available to additional
FERN and other analytical, food-testing laboratories. This will require eELEXNET system management,
travel, on-site computer programming, and training.

Access to current, properly validated methods used for screening, confirmation, and forensic analysis is
critical to all laboratories. FSIS is working with the Food and Drug Administration (FDA) to develop a
Web-based repository of analytical methods compatible with eLEXNET. Access to these methods will
greatly enhance the ability of FERN and other laboratories to respond to emergencies, to use new
methodologies and technologies, to enhance efficiency, and to trouble-shoot problems. The requested
funding will be used to enhance the repository and to populate the repository with numerous methods that
will be obtained from analytical laboratories.

¢. An increase of $2,531,000 to enhance laboratory capabilities, consisting of:
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$2,531,000 for Federal Food Safety Inspection.

The requested funding will be used to purchase equipment that will provide the FSIS laboratories with the
capability and capacity to perform the toxin and chemical testing that will be standardized across all FERN
laboratories so that FSIS laboratories can properly lead the FERN effort against the threats to meat, poultry,
and egg products. The FSIS laboratories will also purchase additional state of the art technologies that will
be used to detect potential bioterrorism-associated pathogens. These include equipment compatible with
the Select Agent Program and Laboratory Response Network of the Centers for Disease Control; Perkin-
Elmer Victor Biowarfare systems, Luminex multiple analysis systems, and improved mass spectrometry
systems.

d. An increase of $1,985,000 to conduct follow-up bio-security training, consisting of:
$1,985,000 for Federal Food Safety Inspection.

The biosecurity awareness of the workforce must be refreshed on an ongoing basis to protect public health
as threat agents become better known and countermeasures are worked out. Upon successful
implementation of this initiative, the FSIS workforce will have the necessary skills and knowledge to
respond expeditiously to threats against the food supply, resulting in greater security and safety of meat,
poultry, and egg products.

e. An increase of $138,000 for additional food security activities, consisting of:
$138,000 for Federal Food Safety Inspection.

FSIS also requests $138,000 for additional food security activities, including surveillance and monitoring,
enhanced inspection, physical security, technical assistance to States and support for the Office of Food
.Defense and Emergency Response.

3. A decrease of $1,976.000 for Public Health Data Communication Infrastructure System (PHDCIS)

[formerly Field Automation and Information Management Project or FAIM], consisting of:
$1,976,000 removed from PHDCIS

Since first approved by Congress in 1995, the FAIM initiative provided standardized microcomputers,
software, peripherals, and related support to both Federal and State inspectors. Each year, appropriated
funding is used to continually provide replacement Personal Computers and field support. In FY 2008,
FSIS will reduce PHDCIS spending by approximately $2 million by providing fewer computers to both
Federal and State inspection personnel. The industry standard for replacement of such equipment is 3
years. However, FSIS will move to a S-year cycle in order to reduce annual spending.
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FSIS PRESIDENT’S BUDGET FISCAL YEAR 2008
PROPOSED LEGISLATION

Mandatory User Fees for Licensing and Performance

Beginning in FY 2008, FSIS will collect two mandatory user fees for
licensing and performance. The licensing fee totals $92 million based on
the size of the operation. This fee could include a performance component
of some kind so that those that perform better have a lower fee and those
that perform poorly have a higher fee. The performance fee, for a total of
$4 million, is a flat fee to be charged to those plants that have sample
failures that result in retesting, have recalls, or are linked to an outbreak.
Collections from these fees will be used to reduce appropriation needs for
FY 2009.
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