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INTRODUCTION

This Budget Summary and Annual Performance Plan describes the fiscal year (FY) 2010 budget
for the U.S. Department of Agriculture (USDA). All references to years refer to fiscal year,
except where specifically noted. The funding estimates presented for FY 2009 are based on the
Omnibus Appropriations Act, 2009, Division A and Division E of P.L. 111-8. Throughout the
Summary, “2008 Farm Bill” and “The Farm Bill” are used to refer to the Food, Conservation,
and Energy Act of 2008. In addition, “Recovery Act” is used to refer to the American Recovery
and Reinvestment Act of 2009.

The Budget Summary is organized into four sections:

Funding Overview — describes changes in budget authority and outlays and provides a
summary table of funding by mission area and agency.

Highlights by Mission Area - identifies key proposals within USDA’s mission areas.

American Recovery and Reinvestment Act - describes USDA’s efforts in implementing
the American Recovery and Reinvestment Act of 20009.

Mission Area/Agency Details - summarizes agency funding and programs and
performance goals.

Budget and Performance Plan Terms:

Performance Goal is the target level of performance at a specified time or period expressed
as a tangible, measurable outcome against which actual achievement can be compared,
including a goal expressed as a quantitative standard, value, or rate. A performance goal
comprises a performance measure with targets and timeframes.

Performance Measures are indicators, statistics, or metrics used to gauge program
performance. Program performance measures include outcome, output, and efficiency
measures.

Budget Authority is the authority to commit funds of the Federal Treasury. Congress
provides this authority through annual appropriations acts and substantive legislation which
authorizes direct spending. The President's budget requests the Congress to appropriate or
otherwise provide an amount of budget authority sufficient to carry out recommended
government programs.

Obligations are commitments of Government funds that are legally binding. In order for
USDA to make a valid obligation, it must have a sufficient amount of budget authority to
cover the obligation.

Outlays are cash disbursements from the Federal Treasury to satisfy a valid obligation.

Program Level represents the gross value of all financial assistance USDA provides to the
public. This assistance may be in the form of grants, guaranteed or direct loans, cost-sharing,
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professional services such as research or technical assistance activities, or in-kind benefits
such as commodities.

The budget is described in budget authority measures in most instances. However, there are
some cases when other measures are used and the reader should take care to note which measure
is being used. In addition, performance goals reflect performance levels at ongoing funding
levels and do not include the effect of supplementals, including Recovery Act, appropriations.

Questions may be directed to the Office of Budget and Program Analysis via e-mail at
bca@obpa.usda.gov or telephone at (202) 720-6176.
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Mission Statement
USDA provides leadership on food, agriculture, natural resources, and related issues based on sound
public policy, the best available science, and efficient management.

Vision Statement

We want to be recognized as a dynamic organization that is able to efficiently provide the integrated
program delivery needed to lead a rapidly evolving food and agriculture system. This includes
leading efforts to support modern rural communities; promoting a safe, sustainable, and nutritious
food supply; developing a modern workforce; and finding renewable energy and climate change
solutions in a transparent, participatory, and collaborative fashion.

Recovery Act Activities

USDA was appropriated $28 billion of Recovery Act funding for infrastructure programs and
government benefits programs which increase nutrition assistance; expand opportunities for
broadband loans and grants to rural communities; expand funding opportunities to develop water and
waste facilities; provide funding to protect and conserve the nation's forests and farm land; and
provide assistance to farmers.

2010 Funding Overview

USDA’s budget authority totals $134 billion in 2010. The 2010 discretionary level is about $6 billion
below the 2009 level and funds the Administration’s most important priorities. The reduction is
primarily due to the reduction in one-time funding through the Recovery Act and other
supplementals. The mandatory budget authority increases above 2009 are due primarily to an
anticipated increase in nutrition assistance participation and crop assistance.
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USDA Outlays
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USDA'’s total outlays for 2010 are estimated at $133 billion. Roughly 80 percent of outlays, about
$105 billion in 2010, are associated with mandatory programs that provide services as required by
law. These include the majority of the nutrition assistance programs, farm commodity programs,
export promotion programs and a number of conservation programs. The increase in mandatory
outlays in 2010 is primarily due to nutrition assistance and crop insurance. The remaining 20 percent
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of outlays, estimated at $28 billion in 2010, are associated with discretionary programs such as the
Special Supplemental Nutrition Program for Women, Infants and Children (WIC); rural development
loans and grants; research and education; soil and water conservation technical assistance; animal and
plant health; management of National Forests, wildland fire, and other Forest Service activities; and
domestic and international marketing assistance.

Outlays and Staff Years
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FUNDING OVERVIEW

UNITED STATES DEPARTMENT OF AGRICULTURE
(Dollars in Millions)

Budget Authority
Change
2008 2009 2010 2009 to
AGENCY/PROGRAM Enacted Estimate Budget 2010
FARM AND FOREIGN AGRICULTURAL SERVICES
Farm Service Agency:
0ONngoing DisCretionary Programs......... ... vve et eeiisiiniineeteesseeiesiniinannes $1,593 $1,644 $1,698 $54
Ongoing Mandatory Programs (excluding CCC). 883 739 761 22
RECOVEIY ACE.....oei ittt e e e e 0 794 0 -794
Other SUPPIEMENTAIS. ... ..iit it et e e e 826 0 0 0
Commodity Credit Corporation Programs (mandatory)...............ccceeerennns 8,694 12,465 11,364 -1,101
Total, Farm Service AGENCY.........uviurtieiiiniie it eee it eee e eee s 11,996 15,642 13,823 -1,819
Risk Management Agency:
Ongoing Discretionary Programs 76 77 80 3
0ONngoing Mandatory PrOGramsS. ............eevueeeuiteeeiiee et eee e eeeiineeeans 4,146 4,059 7,503 3,444
Total, Risk Management AGENCY ... ......veueiuirtiiteetaeeieeiieiinvaneeneee s 4,222 4,136 7,583 3,447
Foreign Agricultural Service:
Ongoing Discretionary Programs (excluding P.L. 480).............ccevvuvieinnens 262 270 387 117
Ongoing Mandatory Programs 0 84 0 -84
Recovery Act.................. 0 90 90 0
P.L. 480 (discretionary) 1,214 1,229 1,693 464
Other Supplementals.............couiiiiiiiiiiii 850 695 0 -695
Total, Foreign Agricultural SErVICe...........covvviriitiieiii e 2,326 2,368 2,170 -198
Total, Farm and Foreign Agricultural Services.............cocoevuvvenneennn. 18,544 22,146 23,576 1,430
RURAL DEVELOPMENT
Rural Utilities Service:
0Ongoing Discretionary Programs. ............ccuueveuuniesineiieaesiiteeeinaeennnens 655 660 668 8
0ONngoing Mandatory PrOgramS.............vueeeuureeeiiniee et e it eeeiineeeen 120 0 0 0
RECOVENY ACE... ..ttt et e e e e e e 0 1,878 1,886 8
Total, Rural Utilities SErviCe...........uuuiiieeiiee et e e 775 2,538 2,554 16
Rural Housing Service:
0ONngoing DisCretionary Programs......... ... eeeeeoveisiiniineeteeeveeiesiiainannees 1,332 1,755 1,895 140
RECOVENY ACE. ..ttt et et e et et e e e e e e eee e 0 320 0 -320
Total, Rural HOUSING SEIVICE. ... vuiriie e e e 1,332 2,075 1,895 -180
Rural Business - Cooperative Service:
0Ongoing Discretionary Programs. ............cc.uuviiiiiiieiiniieiesiieee e 178 134 257 123
0ONngoing Mandatory Programs............vuevveveeneneiniie et eeeeee e aenees 0 239 364 125
Recovery Act.................. 0 145 0 -145
Total, Rural Business - COOperative ServiCe.............oouvvvevinieeninerennnans 178 519 621 102
Rural Development Salaries and Expenses:
0Ongoing Discretionary Programs. ............ccuueeeuuniesiieiieeeeiiteeeinaeeens 169 193 196 3
RECOVENY ACE... ..ttt e et e e e e 0 131 0 -131
Other Supplementals......... 188 0 0 0
Total, Salaries and EXPENSES. .. .....veuutieiiiniii it et et e 357 324 196 -128
Total, Rural DeVEIOPMENT. ......cuiii it et e e 2,642 5,456 5,266 -189
FOOD, NUTRITION, AND CONSUMER SERVICES
Food and Nutrition Service:
0Ongoing Discretionary Programs. ............c.eeeeeuriunirnieeeeeieeienaeenaenes 6,526 7,239 8,161 922
0Ongoing Mandatory Programs...........ouuevveveeveeineiinii it et eeevee s aanees 53,571 69,064 79,279 10,215
RECOVENY ACE... ittt e et e e e 0 5,945 5,925 -20
Total, Food, Nutrition, and Consumer Services...................cc.ooeeeene 60,097 82,248 93,365 11,117
FOOD SAFETY
Food Safety and Inspection Service:
0Ongoing Discretionary Programs. .............c.uuiiiiieiiiiie it e 930 972 1,019 47
0Ongoing Mandatory Programs............vvevveveeveinsiiniit it eeeeeeiee i aanees 10 9 9 0
Total, FOOd Safety........c.uuiiiiiiiiiie e e 940 981 1,028 47
NATURAL RESOURCES AND ENVIRONMENT
Natural Resources Conservation Service:
0Ongoing Discretionary Programs. .............c.ueiiiiieiiniieinniiieee e 937 968 907 -61
0ONngoing Mandatory PrOGramsS. ...........ueevueeeuuteeeiee st eee e eeeiineeenns 1,951 2,365 2,749 384
RECOVENY ACE. .. ettt ettt et et et et et e e eee e 0 340 0 -340
Other Supplementals...............ccoooiiiiiiiiii i 490 0 0 0
Total, Natural Resources Conservation ServiCe.............ooveeiuieeiuineeannnns 3,378 3,673 3,656 -17



FUNDING OVERVIEW

UNITED STATES DEPARTMENT OF AGRICULTURE

(Dollars in Millions)

Budget Authority
Change
2008 2009 2010 2009 to
AGENCY/PROGRAM Enacted Estimate Budget 2010
Forest Service:
Ongoing Discretionary Programs.. 4,488 4,764 5,238 474
Ongoing Mandatory Programs 473 869 816 -53
Recovery Act 0 1,150 0 -1,150
Other Supplementals 1,275 200 0 -200
Total, FOIESt SEIVICE. .. vt vt iie et et e et e et e e 6,236 6,983 6,054 -929
Total, Natural Resources and ENVironment..............ccocveeuvviuniinennns 9,614 10,656 9,710 -946
MARKETING AND REGULATORY PROGRAMS
Animal and Plant Health Inspection Service:
Ongoing Discretionary Programs...............vveveeoeeaeiniiiiieaaeeeeeeee e 868 882 877 -5
Ongoing Mandatory Programs.. 237 168 192 24
Other Supplementals 101 29 0 -29
Total, Animal and Plant Health Inspection Service......................co.cc.eet 1,206 1,079 1,069 -10
Agricultural Marketing Service:
Ongoing Discretionary Programs...............ceeeeoesieiiniiiieeeaeaeeaeeiiinees 88 88 92 4
0Ongoing Mandatory Programs.............eeuuseeeunveeierieeiee it aeeiieeeneee e 773 874 1,654 781
Total, Agricultural Marketing SErvice. ............ccovviiuiiiiiiiniin e, 861 962 1,746 785
Grain Inspection, Packers and Stockyards
Administration:
0Ongoing Discretionary Programs.............ccuietieietaeniieeeeiieeeeiieeeiees 39 40 42 2
Total, Marketing and Regulatory Programs................coeevviiiiiiinenns 2,106 2,081 2,857 776
RESEARCH, EDUCATION, AND ECONOMICS
Agricultural Research Service:
Ongoing Discretionary Programs.. 1,172 1,187 1,153 -34
Ongoing Mandatory Programs 21 20 20 0
Recovery Act 0 176 0 -176
Other SUPPIEMENTAIS. .......cviiiieii e e 5 0 0 0
Total, Agricultural Research Service.............coocivviiiiiieiie e 1,198 1,383 1,173 -210
National Institute of Food and Agriculture:
Ongoing Discretionary Programs.. 1,187 1,226 1171 -55
Ongoing Mandatory Programs.. 40 127 143 16
Total, National Institute of Food and Agriculture.. 1,227 1,353 1,314 -39
Economic Research Service:
0Ongoing DisSCretionary Programs...... ... .. eeuunieeieeee e iieaeeiieeee i eeeines 77 80 82 2
0Ongoing Mandatory PrOgramS. .. ... ....c.eeueuuiin it aeeaeeeee e it eeeeaeaaeans 1 0 0 0
Total, Economic Research Service..............oucvviieiiiiiiiiiiieniiiiiiee, 78 80 82 2
National Agricultural Statistics Service:
Ongoing Discretionary Programs...............vveeeeeeeaeiniiiiieeeeaeeeeee e 162 152 162 11
Ongoing Mandatory Programs 1 0 0 0
Total, National Agricultural Statistics Service. 163 152 162 11
Total, Research, Education, and ECONOMICS...............ccooeiiiiiiiiinn. 2,666 2,968 2,731 -237
OTHER ACTIVITIES
Departmental Activities:
Ongoing Discretionary Programs...............eueeeeoeeieiiniieieeeeeeeeeee e 342 403 586 183
Ongoing Mandatory Programs.. 3 4 4 0
Recovery Act 0 24 0 -24
Total, Departmental Activities... 345 431 590 159
Office of Civil Rights 20 22 24 2
Office of Inspector General:
0Ongoing DisSCretionary Programs............vueuenveeieeee e iieaeeiieeee i eee e 79 86 89 3
Recovery Act 0 22 0 -22
Other Supplementals... 5 0 0 0
Total, Office of Inspector General.... 84 108 89 -19
Total, Departmental Activities... 449 561 703 142
USDA SUB-TOTAL. $97,057 $127,096 $139,236 $12,140
Offsetting Receipts.... -4,106 -2,680 -5,120 -2,440
USDA TOTAL ..ttt e e et e $92,951 $124,416 $134,116 $9,700
RECAP:
Ongoing Discretionary Programs. 22,393 24,071 26,477 2,406
Ongoing Mandatory Programs. 70,924 91,086 104,858 13,773
Recovery Act... 0 11,015 7,901 -3,114
Other Supplementals.. e 3,740 924 0 -924
Offsetting RECEIPLS. .. ...t ettt et ettt e e e -4,106 -2,680 -5,120 -2,440
$92,951 $124,416 $134,116 $9,700
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FARM AND FOREIGN AGRICULTURAL SERVICES

The Farm and Foreign Agricultural Services (FFAS) mission area implements programs and
provides services that support expanded economic and trade opportunities for America's farmers
and ranchers. FFAS agencies deliver commodity, credit, trade promotion, conservation, disaster,
and emergency assistance programs that help improve the stability and economic vitality of the
agricultural economy. FFAS also carries out economic development and trade capacity building
activities that help developing countries to become economically stable and improve their
prospects to participate in and benefit from expanding global trade in agricultural products.

Key Proposals for the 2010 Budget:

Reflect the President’s commitment to maintain a strong safety net for farmers who
need it the most. The budget supports a robust safety net for producers that provides
protection from market disruptions, weather disasters, and pests and diseases that threaten the
viability of American agriculture. The budget proposes to maintain the three-legged stool of
farm payments, crop insurance, and disaster assistance. In keeping with the President’s
pledge to target farm payments, the budget proposes a hard cap on all program payments at
$250,000 and to phase out direct payments to the largest producers. The Department is
prepared to work with Congress and stakeholders as these proposals are considered. The
budget also eliminates the requirement that the Government pay cotton storage credits, which
have been found to have a negative impact on cotton markets. In addition, the budget
proposes to reduce subsidies to producers and companies in the delivery of crop insurance.
The current subsidies exceed what is required to encourage participation in the crop
insurance program and do not constitute a sound value to taxpayers.

Support U.S. agricultural exports by providing $5.5 billion of CCC export credit
guarantees. Because of tight international credit markets, demand for CCC export credit
guarantees has increased dramatically. Sales registrations under the program have increased
from $1.4 billion in 2007 to $3.1 billion in 2008 and are now expected to reach $5.5 billion
in 2009 and 2010. The budget also provides increased funding for the administrative costs of
carrying out the program. The additional resources will ensure proper administration,
including effective analysis of country risk and foreign bank limits, which is needed to
minimize program defaults and claims.

Support modernization of Farm Service Agency (FSA) information technology for
program delivery. The 2010 budget provides an increase of $67.3 million to continue the
FSA IT modernization known as MIDAS and to provide for the funding necessary to
stabilize its legacy computing environment. Modernization of the FSA information
technology and business systems is essential for the delivery of farm program benefits.
Modernization will help to ensure the security of producer information maintained by FSA,
provide for prompt payment of program benefits, and safeguard taxpayer dollars by reducing
the potential for erroneous payments.

Support a major expansion in U.S. foreign food assistance. The budget includes a
substantial increase in funding for U.S. foreign food assistance programs. Appropriated
funding for the McGovern-Dole International Food for Education and Child Nutrition

6
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Program is increased to nearly $200 million, a doubling of the 2009 enacted level. The
proposed increase will strengthen the Department’s contribution to supporting economic
development and food security in developing countries by assisting over 4.5 million women
and children in 2010. In addition, as part of the Administration’s doubling of U.S. foreign
assistance to meet critical and emergency food aid needs, the P.L. 480 Title Il program is
funded at $1.7 billion, an increase of $464 million over the 2009 enacted base level.

e Provide $16.4 million of increased funding for the Foreign Agricultural Service (FAS).
The budget provides additional resources for FAS and budgets for FAS in a more transparent
manner to ensure it is able to conduct its activities and provide services to U.S. agriculture.
Particular emphasis has been placed on maintaining FAS’ overseas presence so that its
representation and advocacy activities on behalf of U.S. agriculture can continue and on
upgrading and rebuilding FAS’ information technology infrastructure.

RURAL DEVELOPMENT

Rural Development offers a balance between Federal incentives for ensuring rural participation
in national priorities, such as low-interest financing for renewable energy or access to broadband,
and Federal responsiveness to local priorities in economic and community development, such as
capitalizing locally-controlled revolving loan funds or providing low-interest financing and
grants for public libraries, food banks, or emergency services. Through its loan guarantee
programs, Rural Development galvanizes private investment in Rural America while mitigating
the financial risks associated with lending in areas of lower tax bases and greater economic
vulnerability from the loss of a single employer. The budget proposal reflects the President’s
priorities in all of these areas.

While Rural America encompasses a diversity of economic and quality of life conditions, as a
whole, it has suffered tremendously from the economic downturn of the last year. Many of our
Nation’s most persistently poor counties are largely rural, but many more now face economic
uncertainty. Rural Development has responded, as it has for decades, by working closely with
home owners, tenants, business owners, community leaders, and private lenders to service its
portfolio in a manner that respects the interests of borrowers and taxpayers. Single Family
Housing delinquency and foreclosure rates, for example, remain relatively low compared to other
lenders.

The 2010 budget provides funding for Rural Development program in tandem with the following
spending bills: (1) The 2008 Farm Bill, which provides significant support for renewable energy
activities and small business development annually through 2012; (2) The Consolidated Security,
Disaster Assistance, and Continuing Appropriations Act of 2009 provides $188 million in budget
authority to support housing, utility and business development in rural communities affected by
hurricanes, floods and natural disasters that occurred in 2008, in areas that were declared
Presidential disaster areas and for 2005 hurricanes Katrina and Rita; and (3) the Recovery Act
which provides $4.36 billion in funding for Rural Development programs in 2009 and 2010.

Lead the Discussion on Public Investment in Rural America. The 2010 budget totals over $3
billion in budget authority to support $21 billion in direct loans, loan guarantees, grants,

7
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technical assistance, and administrative expenses. While that makes Rural Development one of
the largest lenders in the country, Rural Development cannot meet all of Rural America’s needs
by itself. Funding levels are sufficient, though, to attract other investors in the public sector to
rural communities as partners in job creation and development or redevelopment of
infrastructure, housing, and essential community facilities. The Recovery Act provides funding
both through Federal agencies and directly to state governments. It affords the perfect
opportunity for Rural Development’s leaders at all levels of the Mission Area to re-engage with
other Federal agencies, with state and local governments, and with private for-profit and non-
profit organizations to identify projects of greatest need or greatest opportunity and focus public
resources on making them happen.

Of the total budget request, the rural utilities programs account for about $668 million in budget
authority and $9.5 billion in direct and guaranteed loans and grants. This assumes that all of the
funding that the Recovery Act provided for the water and waste disposal program will be used in
2009. It is likely that a substantial portion of the broadband funding will carry over into 2010.
Rural Housing and Community Facilities programs account for $1.9 billion in budget authority
to support nearly $9.8 billion direct loans, loan guarantees and grants. The $1.9 billion in budget
authority includes a $188 million increase for the Rental Assistance Payment program and is
$133 million over the total amount appropriated for the Housing and Community Facilities
programs in 2009, excluding funding for disaster areas. The Business programs account for
$257 million in budget authority to support a program level of $1.5 billion in direct loans, loan
guarantees and grants. In addition to the budget request, funding for Rural Development
includes $364 million budget authority from the 2008 Farm Bill for energy and small business
activities. It also assumes that all the Recovery Act funding for the Business and Industry and
Rural Business Enterprise Grants programs is used in 2009. The Administration is requesting
increases in appropriated funding for several key business programs, including $17 million for
the Biorefinery Assistance Program, $63 million for the Rural Energy for America Program, $22
million for the Rural Microentrepreneur Assistance program and $26 million for the Value
Added Producer Grants and other grant programs.

Key Proposals for the 2010 Budget:

e Encourage Renewable Energy and Energy Efficiency. The 2010 budget requests $68
million in discretionary funding for the Rural Energy for America Program (REAP) that will
support a program level of $246 million for loan guarantees and $34 million in grants, a
substantial increase over 2009. Since its creation, this program has funded 1,882 successful
projects across the country and has been over-subscribed each year. The 2010 budget request
supports the active interest in this program. The 2010 budget also requests $17 million in
discretionary funding to support $49 million for guaranteed loans for the development of
biorefineries for advanced biofuels under the Biorefinery Assistance Program (BAP). These
requests are in addition to the mandatory funding provided by the 2008 Farm Bill for loan
guarantees and grants under REAP and BAP.

e Enhance Telecommunication Infrastructure Across Rural America. The 2010 budget
requests $52 million in funding for the on-going Broadband loan and grant program, an
increase of $23 million over the regular appropriation for 2009. This funding will support
$532 million in direct loans and $13 million in grants. In addition, the 2010 budget

8
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maintains a $690 million direct loan level for the on-going Telecommunications program,
which contributes to broadband access. Combined with the $2.5 billion in funding from the
Recovery Act for 2009 and 2010, this represents a significant investment in
telecommunication infrastructure throughout rural America.

Support for Rural Infrastructure. The 2010 budget maintains significant support for
infrastructure programs such as the Water and Waste Disposal program and the Electric
program. The budget provides $546 million in funding for essential water and waste disposal
services that will support a program level of nearly $1.6 billion in loan, loan guarantee and
grant assistance. Additionally, the budget provides $6.6 billion in funding for loans for the
construction of electric distribution, transmission systems and maintaining the viability of
existing generation facilities.

Support Small Business Development. The 2010 budget provides $166.2 million in budget
authority to support $1.2 billion in loans, loan guarantees, grants and technical assistance for
small business development through the Business and Industry Guaranteed Loan program,
the Rural Business Enterprise Grant program, the Rural Business Opportunity Grant
program, the Intermediary Relending program, the Rural Microentrepreneur Assistance
program, the Rural Cooperative Development Grant program, and the VValue Added Producer
Grant program.

Support for Rural Housing. The 2010 budget includes $130 million in budget authority to
support direct and guaranteed Single Family Housing loans with a program level of $7.3
billion. This level of funding is expected to provide more than 59,000 homeownership
opportunities. The 2010 budget also contains sufficient funding for renewing all expiring
rental assistance payment contracts and maintains other housing programs at about the same
level as supported by the regular appropriations for 2009.

FOOD, NUTRITION, AND CONSUMER SERVICES

Food, Nutrition and Consumer Services works to harness the Nation's agricultural abundance to
end hunger and improve health in the United States. Its agencies include the Food and Nutrition
Service, which administers the Federal domestic nutrition assistance programs, and the Center
for Nutrition Policy and Promotion, which links scientific research to the nutrition needs of
consumers through science-based dietary guidance, nutrition policy coordination, and nutrition
education.

Key Proposals for the 2010 Budget:

Support an estimated monthly average of 35 million Supplemental Nutrition Assistance
Program participants. The 2010 budget for the Supplemental Nutrition Assistance
Program is $61.4 billion, an increase of $7.4 billion over 2009. The budget anticipates a 2.4
million increase in average monthly participation. Within the total, the budget includes a $3
billion contingency fund to cover unanticipated increases in participation. Supplemental
Nutrition Assistance Program funding provides for food benefits for low-income people
along with nutrition education which is critical for improving dietary quality, and reducing

9
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and preventing hunger. Funding is provided for efforts to improve participation rates among
elderly applicants.

Reauthorize the Child Nutrition and WIC Programs. The Administration is currently
focused on the reauthorization of the Child Nutrition and WIC programs. The
Administration is proposing to add $10 billion over the next ten years for these important
programs, which touch most Americans at some point in their lives - providing nutritious
food, nutrition education, and connections to critical health services. Reauthorization of
these programs will play a significant role in the President's efforts to eliminate childhood
hunger by 2015. The proposals provide resources aimed at improving access to nutritious
meals, particularly for low-income children. The proposals also provide for reforms aimed at
improving access to healthy fruits and vegetables and reducing the prevalence of obesity by
improving the diets of school children and by teaching children to make wise food choices,
and enhancing services for participants by improving program performance and integrity.

Support balanced meals for school children via the National School Lunch Program
serving an average of 32.1 million children each day, and the School Breakfast Program
serving 11.3 million children each day. The 2010 budget funds the Child Nutrition
Programs at $16.9 billion, an increase of approximately $1.8 billion above 2009. This level
provides an increase to meet projected participation growth and food cost inflation. The
National School Lunch Program projects about 5.4 billion reimbursable lunches in 2010, an
increase of 1.6 percent over the 2009 level. The proposed funding will help reduce obesity
and hunger, improve participation rates, ensure that free and reduced price meal recipients
are correctly certified, and improve the appeal and nutritional quality of meals.

Budget responsibly for WIC by supporting a monthly average of 9.8 million low-
income, nutritionally at-risk WIC participants. The President’s budget provides a total
WIC funding level of $7.8 billion, an increase of $917 million over 2009. The budget
provides for a $350 million contingency fund to cover unanticipated increases in
participation and $30 million for State management information system improvements.

FOOD SAFETY

Food Safety is responsible for ensuring that the Nation's commercial supply of meat, poultry, and
processed egg products is safe, wholesome, and properly labeled, and packaged, whether those
products are imported or domestic. This mission area also plays a key role in the Food Safety
Working Group, which is co-chaired by the Secretaries of Agriculture and Health and Human
Services, and is charged with reviewing the national food safety system.

Key Proposals for the 2010 Budget:

Continue protection of the Nation’s supply of meat, poultry and egg products while

investing in staff and the Public Health Information System. The 2010 budget includes a

funding level of $1 billion for the Food Safety and Inspection Service (FSIS). This funding

level will cover the costs of Federal inspection; Federal support for State inspection

programs; and support continued development of a stronger, science-based and data-driven
10
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inspection system. An increase of $23 million will strengthen the food safety infrastructure.
This includes the Public Health Information System which will enhance FSIS’ ability to
collect, analyze and present data to allow decision making based on relevant, timely product
and process data, utilizing the best science available. Linking inspection data with other
public health information through the Public Health Information System will improve FSIS’
ability to quickly and accurately identify trends and vulnerabilities. In addition, the budget
requests $4 million to increase the agency’s ability to conduct additional food safety
assessments which help increase our ability to identify potential public health risks.
Legislation to create a performance user fee in 2010 will also be sought. This proposal
would provide the authority to collect user fees from plants that have sample failure or
require additional inspection activities stemming from a pattern of regulatory non-
compliance.

NATURAL RESOURCES AND ENVIRONMENT

The Natural Resources and Environment mission area promotes conservation and sustainable use
of natural resources on the Nation’s private lands through education, technical, and financial
assistance. The mission area is also responsible for meeting public demands for recreation,
timber and other goods and services. The Administration is committed to preserving natural
resources for future generations through assistance to farmers, ranchers and other private
landowners and through sound management of public lands. The mission area includes two
agencies, the Natural Resources Conservation Service (NRCS) and the Forest Service (FS).

Key Proposals for the 2010 Budget:

e Provide technical and financial assistance to enhance the conservation of natural
resources. In addition to over $900 million in discretionary funds, NRCS will deliver about
$2.8 billion in mandatory funds to implement the conservation programs authorized in the
Farm Bill. These funding levels support NRCS’ locally led, voluntary conservation efforts
including ongoing high priority activities such as the development of waste management
plans for animal feeding operations and the rehabilitation of Federally-funded dams that have
passed their useful lives and must be repaired in order to protect lives and property. Finally,
the President’s budget reflects a proactive strategy to increase the ability of conservation
programs to address and meet critical National needs such as energy conservation, renewable
energy production, and reductions in carbon emissions. The implementation of the Farm Bill
programs includes steps to incorporate this strategy by identifying ways in which
conservation programs can address these critical needs.

e Eliminate Resource Conservation and Development (RC&D) program and
Conservation Operations earmarks. As part of the Administration’s commitment to fiscal
responsibility, the budget proposes to eliminate the RC&D program. First begun in 1962, the
program was intended to build community leadership skills through the establishment of
RC&D councils that would access Federal, State, and local programs for the community’s
benefit. After 47 years, this goal has been accomplished. RC&D councils should have
developed sufficiently strong State and local ties to secure funding for their continued
operation without Federal assistance. In addition, approximately $32 million in earmarks
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within the Conservation Operations account are eliminated. Savings from earmark
elimination will be redirected to improve resources and better integrate internal processes to
ensure conservation planning assistance to farmers and ranchers keeps abreast of increased
Farm Bill funding for conservation programs.

Establish a contingency reserve for firefighting. The budget includes an increase of $135
million to maintain the inflation-adjusted ten-year cost average for wildland fire suppression
activities. In addition, it includes a proposal to establish a $282 million discretionary
contingency reserve for firefighting on catastrophic wildfires, available when the
appropriated 10-year average is exhausted. The Forest Service will also implement reforms
to improve decision making to promote safe, cost effective and accountable outcomes from
investments made in managing fires.

Boost the Forest Legacy Program. Reflecting a Presidential Initiative to conserve new
lands, the budget includes a $42 million increase to the Land and Water Conservation Fund
for the Forest Service’s Forest Legacy Program. The Program funds conservation
easements on forested lands that are prone to conversion from development pressures.

Boost funding for Capital Improvement and Maintenance. The budget includes a $62
million increase to the Capital Improvement and Maintenance account, which is used to pay
for the maintenance and decommissioning of Forest Service buildings, recreation sites,
facilities, roads, and trails. Reflecting a Presidential Initiative to protect national parks and
national forests, this increase will improve operations, address the backlog in maintenance
needs, and enhance the components of the National Forest System.

MARKETING AND REGULATORY PROGRAMS

The mission of Marketing and Regulatory Programs (MRP) is to facilitate and expand the
domestic and international marketing of U.S. agricultural products, to help protect the
agricultural sector from plant and animal health threats, and to ensure humane care and treatment
of certain animals. These programs provide the basic infrastructure to improve agricultural
market competitiveness for the overall benefit of both consumers and producers of American
agriculture.

Key Proposals for the 2010 Budget:

Support diversity in production. The budget includes increased funding to support organic
producers, independent livestock producers, and specialty crop growers. With a 74-percent
increase in funding ($2.9 million), the National Organic Program of the Agricultural
Marketing Service (AMS) would provide enhanced outreach and education, and ensure
program compliance to maintain labeling credibility. With nearly an additional $1 million,
the Grain Inspection, Packers and Stockyards Program would hire additional field staff to
help strengthen enforcement of the Packers and Stockyards Act, which prohibits unfair,
deceptive, and fraudulent practices by market agencies, dealers, packers, swine contractors,
and live poultry dealers. The budget also proposes an increase of $2.3 million in Section 32
funds for AMS to work with the fruit and vegetable industry to develop, establish, and
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operate Federal marketing agreements or orders that will involve quality factors affecting
food safety for U.S. leafy greens or other fruits and vegetables.

e Protect American agriculture from plant and animal health threats. The budget
includes increased funding to support efforts to mitigate and eliminate plant and animal
threats, including an additional $10 million in appropriations to combat the Asian longhorned
beetle, an invasive species which is a present threat to ecosystems and specific industries in
the Northeast. An additional $3 million in appropriations would address the growing
problem of cattle fever ticks along the Mexican border, which threaten the Texas cattle
industry. The budget also continues funding Emerald Ash Borer activities at $35 million.

RESEARCH, EDUCATION, AND ECONOMICS

The Research, Education, and Economics (REE) mission area’s four agencies have Federal
leadership responsibility for the creation and dissemination of knowledge spanning the
biological, physical, and social sciences related to agriculture and nutrition and natural resources,
economic analysis, statistics, extension, and higher education. Through its research, REE
enhances the U.S. position as a global leader in a highly competitive food, fiber, and renewable
fuels production system; promotes sustainable agricultural practices; and contributes to the
enhancement of rural communities.

Key Proposals for the 2010 Budget:

e Improve rural education and quality of life. Increases totaling $70 million are proposed
for rural education and improving the quality of rural life. Funds will be used to provide
incentives for educators teaching in rural areas to enhance their teaching skills by pursuing
professional development. The funds will also allow educators to update and revise curricula
and encourage coordination in research and extension activities in the food and agricultural
sciences at rural secondary, 2-year postsecondary, and higher education institutions. The
initiative will strengthen teaching, research, and extension programs in the food and
agricultural sciences at minority-serving institutions as well as implement a competitive grant
program that will utilize the existing infrastructure of 1862 and 1890 land-grant institutions
to implement training and web-based tools for rural citizens and communities. Additionally,
competitive grants will support cooperative programs between State cooperative extension
services and nonprofit organizations to provide stress assistance programs to individuals who
are engaged in farming, ranching, and other agriculture-related occupations.

e Enhance bioenergy research. The emphasis on renewable energy is leading America’s
farmers to an increased focus on production of energy crops. USDA is working to develop
technologies that will result in the sustainable, efficient and economic production of energy
from forestry and agricultural products in ways that enhance the natural resource base and
sustain existing markets for food, feed, and fiber. The 2010 budget proposes an $11 million
initiative for USDA research that emphasizes the development of feedstocks with traits for
optimal production and conversion to biofuels and systems that address resource
management, productivity and sustainability issues. Additionally, an increase of $1.85
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million is proposed to develop a new data series on the supply and location of the renewable
commodities being used to make biofuels.

Strengthen childhood obesity prevention research. The increasing number of overweight
and obese children is unprecedented in U.S. history and is a major cause of escalating health
care costs and a predisposition of America’s youth to cardiovascular disease and Type 2
diabetes. There is a critical need for effective, proven methods for the prevention of weight
gain in children as an important step for reducing overall obesity and overweight in the
population. The 2010 budget includes about a $13 million increase for USDA research to
strengthen the adoption of the Dietary Guidelines among children, define family-based
interventions to prevent obesity in children, define genetic and cultural traits that influence
weight gain in various populations, and increase emphasis on developing technologies to
produce healthier foods.

Support global climate change and environmental services markets research. As the
environment changes, farmers and ranchers responsible for producing food, feed, fiber, and
fuel will need new information to adapt and help maintain productivity in the face of climatic
uncertainties. The 2010 budget includes a $9 million increase to conduct USDA research
leading to commercially viable technologies to enable producers, policy makers, and natural
resource managers to determine and adapt to the risks imposed by climate change on key
aspects of agricultural systems and their natural resource foundation. The goal of this
initiative will focus on water management and drought, varietal development and production
system development to both minimize and capitalize on changing environmental effects.
Additionally, the budget proposes a $1.8 million increase to help develop efficient
environmental service markets. Research will be conducted to: (1) analyze the economic
consequences of alternative approaches in the implementation of green house gas mitigation
policies; (2) investigate potential tradeoffs among competing conservation goals and climate
policies; and (3) apply economic techniques to better understand agriculture’s role in
environmental service markets.

Reduce World Hunger. World hunger is a threat to global stability. Population increases
are occurring most rapidly in regions of the world that are currently the most food stressed.
Preventing grain diseases and increasing animal health and feed efficiency are keys to
meeting the demands of the growing population and addressing world hunger. The 2010
budget includes an increase of $2 million to characterize genetic traits that are important for
food animal production and improve the health, growth, and productivity of food animals.
Additionally, an increase of $1.8 million will address a critical aspect of world hunger by
avoiding catastrophic losses from new and emerging cereal diseases.

Implement Farm Bill Research Title. Title VII of the 2008 Farm Bill makes major
changes to the structure and programs of the REE mission area. Most notably, section 7511
transfers all authorities of the Cooperative State Research, Education and Extension Service
to the new National Institute of Food and Agriculture (NIFA). It also establishes the
Research, Education, and Extension Office within the Under Secretary’s Office to coordinate
the research programs and activities of the Department and develop the Roadmap for
Agricultural Research, Extension, and Education.
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Some of the new programs that NIFA has implemented include the Agriculture and Food
Research Initiative (formerly the National Research Initiative), USDA's primary competitive
research grants program; the Organic Agriculture Research and Extension Initiative created
to solve critical organic agriculture problems through the integration of research and
extension grants; the Specialty Crop Research Initiative instituted to solve critical specialty
crop issues through research and extension activities; the Beginning Farmer and Rancher
Development Program established to develop education, outreach, curricula, workshops,
educational teams, training, and technical assistance programs to assist beginning farmers
and ranchers in the United States and its territories in entering, establishing, building and
managing successful farm and ranch enterprises; and the Veterinary Medicine Loan
Repayment Program amended the National Veterinary Medical Services Act to create a
mechanism to repay the loans of veterinarians who agree to serve in areas that have a
shortage of food supply veterinarians.

DEPARTMENTAL ACTIVITIES

The Departmental Offices provide leadership, coordination and support for all administrative and
policy functions of the Department. These offices are critical in USDA for the implementation
of the Administration’s policy priorities for improving the efficiency and transparency of the
Government. These offices assist USDA’s program agencies in providing effective customer
service and efficient program delivery. These offices also work closely with the Office of
Management and Budget on matters involving information technology, financial management,
budget, performance management, and other activities. In addition, these offices also provide
information and assistance, as necessary, to the authorizing and appropriating Congressional
committees for the Department. The 2010 budget proposes funding to provide management
leadership, oversight, and coordination to achieve the goals and objectives of the Administration.

Key Proposals for the 2010 Budget:

e Expand outreach to underserved constituents. The 2010 budget implements the Farm Bill
by establishing the Office of Advocacy and Outreach ($3 million) through which USDA
will increase the accessibility of programs to socially disadvantaged producers, small-scale
producers, and beginning farmers and ranchers. The Office will also serve as an advocate for
underserved constituents and as an avenue for them to have input into programmatic and
policy decisions to improve their viability and profitability. The Office of Advocacy and
Outreach will be separate from the Office of Civil Rights, which will remain focused on the
rights of employees and service to all USDA customers. This funding underscores the
increased effort underway by the Administration to encourage and advocate for full
participation by all Americans in USDA programs.

USDA will also support enhanced government-to-government relations through funding for
the Office of Tribal Relations ($1 million) in the Office of the Secretary. This funding will
allow the Department to better conduct Tribal consultation and outreach activities related to
USDA programs. This consultation and communication will allow the Department to better
understand the diverse needs of Indian Tribes and the impacts of program decisions on Tribal
organizations and communities.
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Support the Administration’s energy and climate change goals through enhanced
coordination. In addition to research, USDA manages a broad portfolio of renewable
energy and climate change activities. Through these programs, the Department strives to
identify the challenges and opportunities for agriculture, forestry, and rural communities in
renewable energy development and climate change mitigation and adaptation. The 2010
budget identifies avenues to increase coordination of USDA activities through the expansion
of the Office of Energy and Climate Change, funded at $5 million, under the Office of the
Chief Economist. This Office will help the Department ensure that its energy and climate
change programs are integrated with the Administration’s broader policy goals and
objectives. In addition, this Office will lead the Department’s efforts to engage affected
parties in the discussions surrounding the establishment of ecosystem services markets.
Through the creation of these markets, farmers and ranchers will benefit from new economic
opportunities as they deliver environmental services, such as carbon sequestration, clean
water, and wildlife habitat.

Ensure a secure IT network and systems through a Department-wide cyber security
initiative. The Department relies on its information technology (IT) network to effectively
and efficiently provide its broad portfolio of programs. IT security, therefore, is critical to
the on-going operations of the Department, and efforts must be made to ensure the systems
and sensitive data of USDA are protected. To achieve this goal, the 2010 budget includes an
increase of $45.8 million to implement a Department-wide cyber security initiative.
Implementation of this initiative is necessary to eliminate critical vulnerabilities that threaten
the integrity of the USDA network and the security and privacy of Departmental systems and
information. Through this initiative, USDA will conduct network security assessments to
examine and identify any vulnerabilities in its network and systems; procure and deploy
advanced security tools to enable comprehensive system monitoring; and establish a Security
Operations Center to provide around-the-clock cyber security support and staffing.
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AMERICAN RECOVERY AND REINVESTMENT ACT OF 2009

The American Recovery and Reinvestment Act of 2009 (Recovery Act) was signed into law on
February 17, 2009, and provides over $787 billion in tax and spending proposals aimed to
stimulate the economy and create jobs. The Recovery Act makes USDA part of the solution
through increases in nutrition and food assistance programs, rural development programs, farmer
assistance, and conservation programs. USDA has moved rapidly to implement the Recovery
Act and to ensure effective coordination and support among our partners and stakeholders.

USDA was appropriated $28 billion of the package, including:

e An estimated $19.8 billion to increase the monthly benefits of the Supplemental Nutrition
Assistance Program;

e Increased assistance for the Special Supplemental Nutrition Program for Women, Infants,

and Children (WIC), the school meal programs, The Emergency Food Assistance
Program (TEFAP), and the Food Distribution Program on Indian Reservations (FDPIR);

e Increased opportunities for broadband loans and grants to rural communities;

e Construction of and improvements to community drinking water and wastewater
treatment projects serving rural households and businesses;

« Direct and guaranteed loans for single family housing;

e Support for community facilities in rural communities (e.g., public safety, libraries,
education, community centers, day care, and rural medical clinics);

« High priority maintenance and upgrades for USDA research facilities;

o Assistance for farmers, including funding for direct operating loans targeted to beginning
and socially disadvantaged farmers;

o Authorization of a new $50 million grant program for aquaculture producers to
compensate them for their share of high feed prices in 2008;

e Funding for conservation programs, including floodplain easements, watershed
operations, and watershed rehabilitation; and

o Reauthorization of the Trade Adjustment Assistance for farmers.
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AMERICAN RECOVERY AND REINVESTMENT ACT OF 2009

UNITED STATES DEPARTMENT OF AGRICULTURE
American Recovery and Reinvestment Act of 2009

(Dollars in Millions)

Agency/Program Estimate

DEPARTMENTAL ADMINISTRATION:
Agriculture Buildings and Facilities and Rental Payments............ $24

AGRICULTURAL RESEARCH SERVICE:
Buildings and Facilities...........ccooviiiii i 176

OFFICE OF INSPECTOR GENERAL.:

Oversight and Audit..........cooeiii i e 22
FARM SERVICE AGENCY:
Salaries and Expenses - Information Technology..................... 50
Agricultural Credit Insurance Fund Program Account:
Farm Operating DireCt LOanS..........ccoiuieiii i eens 20
Loan Level.... ..o (173)
TOtal FSA e 70

NATURAL RESOURCES CONSERVATION SERVICE:

Watershed and Flood Prevention Operations.............c....ocueen.. 290
Watershed Rehabilitation Program.............cccoooovviiiii i 50
TOtal NRCS....o e 340

RURAL DEVELOPMENT:
Salaries and EXPeNSeS. . ... ve e e 131 af

Rural Business-Cooperative Service:

Rural Business and Industry Guaranteed Loans Program............ 126
Loan Level.... ... (2,899)
Rural Business Enterprise Grants...........ocoveeeviiiecenineveninnnn. 19
TOtal RBS.. et e 145

Rural Housing Service:

Rural Community Facilities Loans Program................cccveevnnns, 65
Loan Level.. ..o (1,136)
Rural Community Facilities Grants Program................cc.ccveeee. 61
Section 502 Direct Single Family Housing Loan Program........... 65
Loan Level.... ... (967)
Section 502 Guaranteed Single Family Housing Loan Program..... 129
Loan Level.......ooii (10,250)
Total RHS....o e 320
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American Recovery and Reinvestment Act of 2009
(Dollars in Millions)

Agency/Program Estimate
Rural Utilities Service:
Rural Water & Waste Disposal Direct Loan Program.................. 400
Loan Level. .. ..o (2,734)
Rural Water & Waste Disposal Grants Program........................ 939
Distance Learning, Telemedicine, & Broadband Grants Program.... 1,940
Distance Learning, Telemedicine, & Broadband Loan Program...... 485
Loan Level. .. ..o (7,160)
Total RUS ... 3,764
FOOD AND NUTRITION SERVICE:
WIC Management Information Systems............ccoeveviieinnnnnnns, 100
WIC Contingency FUNd..........oviieeie vt e 400
TOtaAl WIC .. e e 500
Supplemental Nutrition Assistance Program:
Increased BeNefitS. .. ....c.ue e 19,837
State Administrative EXPenseS.......c.vveeiviiiiieiieine e cieennas 291
FDPIR Administrative EXPenses..............ooevvviiiiniieiiiniinnns 5
FNS Management and Oversight..................cooi . 5
TOtal SNAP. .. 20,137
Child Nutrition: Equipment ASSIStanCe............vcvvveiiiininevennne. 100
The Emergency Food Assistance Program.............cccoevevivinnnne. 150
FOREST SERVICE:
Capital Improvement and Maintenance..............cooveeiieevin i, 650
Wildland Fire Management.............coooiieiii i e, 500
Total FS. oo 1,150
AGRICULTURAL DISASTER ASSISTANCE TRANSITION:
2008 Transition ASSISTANCE.......cvvieiie et ee e e e e eenn, 674 b/
Aquaculture Assistance Grants (CCC Funds)...........ccvveveiiennns 50
Total Disaster ASSIStANCE ... ...uuee ittt e eens 724

FOREIGN AGRICULTURAL SERVICE:

Trade Adjustment Assistance for Farmers..............cccoooveviinnnn, 203 ¢/
RECAP:
Total, USDA Discretionary FUnds.............cooeoiieviiiiii e 6,942
Total, USDA Mandatory FuNds............ocooviiiiiii i, 21,013
Total, USDA. ... e e e $27,955

a/ The Act allows up to 3 percent of the funds provided to RD to be used for administrative costs
b/ CBO scored at $744 million.

¢/ Provides $90 million annually for FY 2009 and FY 2010 and $22.5 million for the

first quarter of FY 2011.
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Accomplishments

In a little over the two months since enactment, USDA has increased the Supplemental Nutrition
Assistance Program benefits by 13.6 percent; made over $173 million in loans to over 2,500
farmers; allocated over $125 million in emergency food assistance; made approximately $3.4
billion in guaranteed and single family housing loans; announced $616 million for water and
waste projects; allocated almost $100 million for Forest Service capital improvement and
wildfire management projects; allocated $45 million for watershed rehabilitation; and allocated
$85 million for flood prevention projects. In addition, a national signup for up to $145 million in
floodplain easements was announced and extended to ensure landowners impacted by recent
flooding in states like North Dakota and Minnesota are given an opportunity to apply. USDA
will continue to aggressively implement the Recovery Act ensuring funds are expended
responsibly and in a transparent manner. Please visit www.Recovery.gov for more information.

USDA Recovery Act Funding
Budget Authority
Total = $28 Billion

Rural Development

Nutrition Assistance 16%

74%

Conservation &
Forestry
5%
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FARM AND FOREIGN AGRICULTURAL SERVICES

MISSION AREA

The Farm and Foreign Agricultural Services (FFAS) mission area has responsibility for the
delivery of most programs and services which focus on enhancing the international
competitiveness of American agriculture and enhancing the competitiveness and sustainability of
rural and farm economies. FFAS also plays an important role to protect and enhance the
Nation’s natural resource base and environment.

Specifically, the FFAS mission area supports the following activities: (1) expand and maintain
international export opportunities; (2) support international economic development and trade
capacity building; (3) improve the global sanitary and phytosanitary (SPS) system to facilitate
agricultural trade; (4) expand domestic market opportunities; (5) provide risk management and
financial tools to farmers and ranchers; (6) protect watershed health to ensure clean and abundant
water; and (7) enhance soil quality to maintain productive working cropland.

The work of the FFAS mission area is carried out by its three agencies, the Farm Service Agency
(FSA), Risk Management Agency (RMA), and Foreign Agricultural Service (FAS).

FARM SERVICE AGENCY (FSA)

FSA supports the delivery of farm credit, disaster assistance, and commodity and related
programs and also administers some of the USDA conservation programs. FSA provides
administrative support for the Commodity Credit Corporation (CCC) which funds most of the
commodity, export, and some of the conservation programs of USDA. To deliver its programs,
FSA operates an extensive network of local Service Centers.

FSA received funding from the Recovery Act which is reflected in the following table. A
discussion of the specific uses of Recovery Act funding will be provided later in this section.

Farm Loan Programs
Program Level

3,500 +
3,000 A
2,500 -

2,000 -

$ Millions

1,500 -
1,000 -

500 -+

FY 2008 FY 2009 FY 2010

H Direct Loans B Guaranteed Loans
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Farm Service Agency
Budget Authority
(Dollars in Millions)

2008 2009 2010
Program Enacted Estimate Budget
Discretionary:
FSA Salaries and Expenses:
Salaries and Expenses (Direct Appropriation)................... $1,126 $1,170 $1,254
Transfers from Program ACCOUNtS.......c.oovveeiiiiiiieiennns (304) (312) (321)
Subtotal, Salaries and EXPeNSeS. .........c.vevirieiinineiinennn, (1,430) (1,482) (1,575)
Agricultural Credit Insurance Fund Program Account:
Transfer to FSA Salaries and EXpenses..........cccccveevenen. 301 309 318
SUBSTAY .. 149 147 109
Loan Program EXPeNSeS......cvvieiveietiiaiee e e vievnenienaen 8 8 8
Total, Agricultural Credit Insurance Fund Program Account 458 464 435
State Mediation GrantS..........c.ovovieeiiiieiiiiiie e 4 4 4
Grassroots Source Water Protection Program..................... 4 5 5
Reforestation Pilot Program.............cooovviiiiiiiine i, 1 1 0
Total, Ongoing Discretionary Programs................cc.c.uuee 1,593 1,644 1,698
Emergency Funding:
FSA Salaries and EXPeNSES. .. .....cvvvvueiirieiiniieveiie e e 20 0 0
Emergency Conservation Program............cccevevvevievnnann e, 204 0 0
USDA Disaster ASSIStaNCe........ovvuuieieieiieeieciieiaean s 602 0 0
Total, Emergency Funding............cocooiviiiiiie i 826 0 0
Recovery Act:
FSA Salaries and EXPeNSES. .. .....cvvvvuevirieieniieceie e e 0 50 0
Agricultural Credit Insurance Fund (Subsidy)................... 0 20 0
Total, RECOVErY ACt.......cviiie i i e 0 70 0
Total, Discretionary Programs............covvevivviviiennennns 2,419 1,714 1,698
Mandatory:
Dairy Indemnity Program.............coueeviine i e a/ 1 1
Farm Bill:
FSA Salaries and EXPENSES. .......cvvvvuevirie e e e 50 0 0
Agricultural Disaster Relief Fund...............coooiiie . 833 738 760
Total, Farm Bill Programs............ccoviiiiiiiiiiiiiiiicieen s 883 738 760
Recovery Act:
Aguaculture Assistance Grants...........ccveevvvivvieiieeneennnn. 0 50 0
Agricultural Disaster Relief Fund.................cooiiiiiiinnns 0 674 0
Total, ReCOVErY ACt......ove i e e, 0 724 0
Total, Mandatory Programs...........ccccoviiveiieiiecin e annnn. 883 1,463 761
Total, Farm Service AgeNCY.......c.vuvueeeeiiiieeeeeciriianeeens $3,302 $3,177 $2,459

a/ Less than $0.5 million.
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RURAL DEVELOPMENT

MISSION AREA

RD programs provide financial and technical assistance to rural residents, businesses, and private
and public entities for a broad range of purposes that improve the economic opportunities and
quality of life in rural areas. These programs are grouped within three agencies: (1) the Rural
Utilities Service (RUS) which provides assistance for water and waste disposal, rural electric and
telecommunications, including broadband access; (2) the Rural Housing Service (RHS) which
provides assistance for home ownership, multi-family housing and essential community facilities
such as health and public safety infrastructure; and (3) the Rural Business-Cooperative Service
(RBS) which provides assistance to business and industry and is currently implementing new
programs specifically designed for renewable energy and energy improvement projects.

The type of assistance offered includes direct loans, loan guarantees, and grants. Some programs
provide assistance to intermediaries that make loans or provide technical assistance to the
ultimate beneficiaries. Several of the programs require or encourage recipients to contribute
their own resources or obtain third-party financing to the total cost of projects, in which case
these programs leverage the Government’s support with private sector financing.

The cost of programs that provide direct or guaranteed loans depends upon a number of factors,
including whether interest rate on direct loans is subsidized by the Government, whether there
are fees, and how much risk of loss is involved. In the tables, the budget authority for each
program reflects the cost for the program level, while the ratio of these values reflects a subsidy
rate that represents the Government’s cost. Several of the loan programs operate at little or no
cost to the Government. These programs account for most of the financial assistance that RD
provides. They also impose an enormous responsibility on RD to ensure that these loans are
repaid with the parameters reflected in the subsidy rates applied at the time the loans were made.
Otherwise, unforeseen losses of the Government’s investment could be incurred.

RD delivers its programs through a network of approximately 450 area offices and 47 State
offices, a centralized servicing center and finance office in St. Louis, Missouri, and a national
office.

2010 Rural Development
Program Level - $30 Billion

Rural Business
9%

Rural Housing

32% Salaries and

Expenses
2%

Rural Utilities
57%
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RURAL UTILITIES SERVICE (RUS)

Program Level (P.L.) and Budget Authority (B.A.)
(Dollars in Millions)

2008 2009 2010
Program Enacted Estimate Budget
P.L. B.A. P.L. B.A. PL. BA.
Discretionary:
Electric Programs:
DireCt LOANS.....ovvuieneeiieiee e e e en $6,599 a/  $6,600 0 $6,600 0
Guaranteed Loans ..........ocvveverviinnenennnnns 500 0 0 0 0 0
Telecommunications Programs:
Direct LOANS. .. ....uuvvveiiieiieieeieeieeeenn. 685 $4 690 $1 690 0
Distance Learning and Telemedicine Programs:
GrantS...cee e et e 35 35 35 35 30 30
Broadband Programs:
Direct LOanS........vvvuiieii i 298 7 400 16 532 39
GrantS. ... e e 13 13 13 13 13 13
High Energy Costs Grants ..............c.coeeenne .. 19 19 18 18 0 0
Water and Waste Disposal Programs:
Direct LOans.......ccvvuiiei i iee e, 1,022 70 1,022 149 1,022 77
Guaranteed L0ans .........oeevvveiiiineeeninn . 75 0 75 0 75 0
GrantS ... et e 469 469 389 389 469 469
Subtotal, RUS programs.................c....e 9,715 617 9,242 621 9,431 628
Salaries and EXpenses..........cocvevveiiiineiennne. 38 38 39 39 40 $40
Total, Ongoing Discretionary Programs..... 9,753 655 9,281 660 9,471 668
Supplemental funding b/.......................... (68) (25) 0 0 0 0
Recovery Act:
Broadband Programs:
Direct LOAN.......coovvvviiiiiiiieine e, 0 0 1,000 39 6,160 446
GrantS......oovuie i e 0 0 500 500 1,440 1,440
Water and Waste Programs:
Direct LOans.........cuvvviieviniiiininnn, 0 0 2,734 400 0 0
GrantS......ovuviiee e e 0 0 939 939 0 0
Total, Recovery Act Programs................. 0 0 5,173 1,878 7,600 1,886
Total, Discretionary Programs................. 9,753 655 14,454 2,538 17,071 2,554
Mandatory:
Farm Bill:
Water and Waste Programs:
Direct Loans........c.oveviiviieinninnn 210 30 0 0 0 0
Grants.......cooveiiiiii i 90 90 0 0 0 0
Total, Mandatory Programs................... 300 120 0 0 0 0
Total , RUS Programs.................oeevunne $10,053 $775 $14,454 $2,538 $17,071 $2,554

a/ Less than $0.5 million.

b/ Funding was provided in the Disaster Assistance Fund.
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Electric and Telecommunications Programs. The Electric and Telecommunications programs
administered by RUS provide loans to establish, expand, and modernize vital components of the
infrastructure of rural America. They are long-standing programs that brought electric and
telecommunication services to rural America and ensured universal service for the Nation.
While most borrowers have some access to private credit markets, the programs help to leverage
private sector investments as well as fill credit gaps that still exist for some rural areas and
borrowers. In addition, the programs facilitate the financing of improvements to facilities that
RUS financed in the past and still holds a lien.

The 2010 budget provides a program level of $6.6 billion in electric loans and $690 million in
telecommunications loans at no cost to the government. These levels are considered to be
adequate to meet the expected demand. For electric loans, the $6.6 billion program level reflects
an adequate level of funding to support loans for transmission, distribution and improvements of
existing baseload generation plants.

Broadband and Distance Learning, Telemedicine. The 2010 budget requests $52 million in
subsidy for the ongoing Broadband program, an increase of $23 million over the regular
appropriation for 2009. This funding will support $532 million in direct loans and $13 million in
grants. Efforts are underway to change the regulations for this program to implement the
requirements of the 2008 Farm Bill that focus on rural areas that are lacking existing providers,
and on applicants that meet high enough loan feasibility standards. The $2.5 billion in budget
authority for broadband loans and grants provided by the Recovery Act will be administered
under a series of notices to reflect the specific provisions of the Recovery Act, which differ from
those of the 2008 Farm Bill. A series of public meetings were held in coordination with the
Federal Communications Commission and National Telecommunications Information
Administration throughout March 2009 regarding the President’s national broadband strategy.
Comments received from these public meetings will be used in the development of the notices of
funding availability. The $2.5 billion in budget authority provided through the Recovery Act is
expected to support nearly $2 billion in grants and over $7 billion in direct loans.

The 2010 budget also includes $30 million in budget authority for the Distance Learning and
Telemedicine Grant Program. This program is designed to assist rural communities that would
otherwise be without access to learning and medical services over the internet.

Water and Waste Disposal Program. The Water and Waste Disposal Program provides
financing for rural communities to establish, expand or modernize water treatment and waste
disposal facilities. Eligibility is limited to communities of 10,000 or less in population that are
unable to obtain credit elsewhere. In addition, financing is available only to those communities
with low median household income levels. Grants are limited to a maximum of 75 percent of
project costs. Program regulations stipulate that the grant amount should only be as much as
necessary to bring the user rates down to a reasonable level for the area. Water and Waste
Disposal grant and loan funds are usually combined based on the income levels and user costs.

The 2010 budget provides $546 million in budget authority to support over $1 billion in direct
loans, $75 million in guaranteed loans and $469 million in grants for Water and Waste Disposal
projects for a total program level of $1.6 billion. The 2008 Farm Bill changed the way interest
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rates on direct loans are calculated, which reduced the cost of borrowing for most applicants and
required more budget authority in 2009. However, even with that increase in cost for 2010, less
budget authority is needed to maintain a program level of $1 billion in direct loans because the
estimate for Treasury cost of borrowing has declined.

The 2008 Farm Bill provided $120 million in budget authority to support a program level of
$300 million to reduce the back log of applications for the Water and Waste Disposal program.

In response to hurricanes, floods and other natural disasters that occurred in 2008, $25 million in
budget authority has been provided from the Consolidated Security, Disaster Assistance, and
Continuing Appropriations Act of 2009, to the Water and Waste Disposal Program to address the
needs of rural communities in Presidentially declared disaster areas.

The Recovery Act provided an additional $1.3 billion in budget authority for the Water and
Waste Disposal program to support $2.7 billion in direct loans and $939 million in grants for
2009. Rural Development has approved the first round of applications for projects that have
been in the backlog of Water and Waste Disposal applications. Remaining Recovery Act
funding will be utilized for new applications.

Key Performance Measure | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 |

Number of borrowers/subscribers
receiving new and/o'r |'mproved 23 8.2 58 81 71 71
electric facilities (millions)

Number of borrowers/subscribers

receiving new or improved

telecommunication services 0.23 0.30 0.36 0.78 0.37 0.35
(Broadband) (millions)

Number of borrowers/subscribers

receiving new or improved service

from agency funded water facility 1.3 1.7 1.3 4.4 1.4 15
(millions)
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RURAL HOUSING SERVICE (RHS)

Program Level (P.L.) and Budget Authority (B.A.)

(Dollars in Millions)

2008 2009 2010
Enacted Estimate Budget
Program P.L. B.A. P.L. B.A. P.L. B.A
Discretionary:
Single Family Housing:
Direct Loans (Sec. 502).......c.ccvvvvevinnnnnnns. $1,121  $105 $1,121  $75 $1,121 $40
Guaranteed Loans (Sec. 502)...........c.cccvevenee. 4191 50 6,224 79 6,204 90
Multi Family Housing:
Direct Loans (Sec. 515).......cccevviviiineinnnnnn. 70 30 70 29 70 19
Guaranteed Loans (Sec. 538)........c..cccvvvivnnnns 129 12 52 8 129 1
Very Low-Income Repair (Sec. 504):
Direct LOANS ......ocvvieies i e e 34 10 34 9 34 4
(] - T | 30 30 32 32 32 32
All Other Direct LOans........c.vvvviviiieiineineeneens 21 al 21 1 21 1
Grants and Payments:
Rental Assistance (Sec. 502 and 521)............. 479 479 903 903 1,091 1,091
Mutual and Self-Help (Sec. 523)................... 39 39 39 39 39 39
Multi-Family Housing Revitalization ............ 31 28 31 28 31 27
All Other Grant and Loan programs............... 9 9 10 10 10 10
Farm Labor Housing Program:
Direct Loans (Sec. 514)........cccovivviiiininn e, 28 12 22 9 22 8
Grants (Sec. 516)......cveeiiieiiiiie e 10 10 9 9 9 9
Community Facility Programs:
Direct LOAnS.......ovvevie i 295 16 295 17 295 4
Guaranteed LOANS..........coeeeiie i eenn 206 8 206 6 206 7
GrantS ...oveei e 44 44 41 41 44 44
Subtotal, RHS Programs.............ccceevueenen. 6,737 882 9,110 1,295 9,358 1,426
Salaries and EXPeNnses.......cocvvveviieiie i viiiennnns 450 450 460 460 469 469
Total, Ongoing Discretionary Programs......... $7,187 $1,332 $9,570 $1,755 $9,827 $1,895
Emergency Supplemental b/........................... (3,172)  (134) 0 0 0 0
Recovery Act:
Single Family Housing:
Direct (Sec. 502).....cvvvviiiiiiiiiiieais 0 0 967 65 0 0
Guaranteed Loans (Sec. 502)............... 0 0 10,250 129 0 0
Community Facility Programs:
DIreCt. .o, 0 0 1,136 65 0 0
GrantsS. ... 0 0 61 61 0 0
Total, Recovery Act Programs...............cccoueve. 0 0 12,414 320 0 0
Total, Discretionary Programs........................ $7,187 $1,332 $21,984 $2,075 $9,827 $1,895

a/ Less than $0.5 million.
b/ Funding was provided in the Disaster Assistance Fund.
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Single Family Direct and Guaranteed Loan Programs. The Single Family Housing program
provides direct and guaranteed loans to low and moderate income families in rural areas. RHS is
the only Federal agency that provides direct loans for this purpose. Direct loans are limited to
families with incomes less than 80 percent of area median income. The interest rate on these
loans may be subsidized down to one percent interest. Guaranteed loans are limited to families
with incomes less than 115 percent of area median income. The interest rate on these loans is
negotiated between the borrower and the private lender. There is a one-time fee of 2 percent for
new loans and 0.5 percent on loans for refinancing. This fee can be financed as part of the loan
amount so that it does not impose an up-front cost that some borrowers may not be able to pay.

The 2010 budget maintains about the same program levels for these programs as enacted for
2009, about $1.1 billion for direct loans and $6.2 billion for guaranteed loans. This amount of
funding will provide more than 59,000 homeownership opportunities.

The Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of 2009
provided $48 million in budget authority to support Single Family Housing activities in
presidentially declared disaster areas. In addition, the Act provided $38 million to support Single
and Multi-family housing activities for areas affected by Hurricanes Katrina and Rita.

The Recovery Act provides an additional $65 million in budget authority for direct loans which
supports a program level of $967 million. Additionally, the Recovery Act provides about $129
million in funding for guaranteed loans that supports a program level of over $10 billion in
guaranteed loans. Recovery Act funding for both the direct and guaranteed loan programs is
expected to provide more than 90,000 homeownership opportunities. Rural Development
expects to use the majority of the Recovery Act funds in 20009.

Multi-Family Housing Programs. The Multi-Family Housing program provides financing for
rental housing projects and rental assistance payments for low-income tenants of those projects.
The portfolio of previously financed projects currently includes about 17,000 projects that
provide housing for about 460,000 low-income tenants, many of whom are elderly. The average
annual income of tenants is about $8,000. Many of the projects in the portfolio are 20 or more
years old and some are in need of repair or rehabilitation. In addition, there is on-going litigation
regarding the possible prepayment of projects so that sponsors can utilize the properties for
purposes other than low income housing. Some project sponsors are seeking damages equal to
the amount of market rate rents that could have been received had the project not been required
to provide low income housing.

As part of an effort to help preserve and revitalize the RHS multi-family housing portfolio, RHS
has been administering a demonstration program to defer the outstanding debt of projects and
offer other incentives to sponsors in exchange for a commitment to remain in the program. The
demonstration program also provides vouchers to existing rural housing tenants adversely
affected by loan prepayments. Since the inception of the demonstration program, nearly 300
projects have been restructured and it is anticipated that an additional 90 projects would receive
such assistance with the $27 million in funding included in the multi-family revitalization
account in the 2010 budget. The 2010 budget also includes $19 million in funding to support
$70 million in direct loans for both new construction and the repair and rehabilitation of existing
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projects, and $1 million in funding to support $129 million in guaranteed loans for multi-family
housing projects. The funding for guaranteed loans assumes continuation of the elimination of
the statutory requirement that at least 20 percent of the units in projects financed with guaranteed
loans receive an interest credit subsidy and not subject to a guaranteed fee.

Most multi-family housing projects that are financed with direct loans also receive Rental
Assistance Payments. The payments are used to reduce the rents of low income families to no
more than 30 percent of their income. These payments are made through contracts with project
sponsors. Providing funding for the renewal of expiring rental assistance payment contracts is
essential to RHS’ efforts to protect the Government’s investment and ensure the projects are
revitalized and remain in the program. In recent years, the renewal period for rental assistance
contracts has been reduced from five years to one year. This change initially produced budget
savings due to the reduced cost for renewing units over a shorter time frame. However, it also
accelerated the rate at which units needed to be renewed. Prior to 2006, about 56,000 units (one-
fifth of 280,000 units receiving rental assistance) were renewed annually with five year
contracts. From 2006 to 2008, the amount appropriated for the renewal of expiring contracts
went from $653 million to $479 million. For 2009, $903 million is available. The 2010 budget
requests $1.091 billion to renew about 248,000 expiring contracts, of this amount; about $5
million is rental assistance in conjunction with loans for new construction.

The Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of 2009
provided $9 million in budget authority to support Multi-Family Housing activities in
presidentially declared disaster areas.

Other Housing Programs. Rural Development offers a full array of supplemental housing
programs such as Very-low Income Repair loans and grants, Farm Labor Housing loans and
grants, and mutual Self-Help Housing loans. These programs are maintained at the same
program levels as in 20009.

Key Performance Measure | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 |
Homeownership opportunities
provided 45995 42,172 43532 66,574 63,434 59,599

Percentage of customers who are
provided access to new and/or
improved essential community

facilities —
Health Facilities 3.5 3.8 7.2 4.8 5.4 55
Safety Facilities 4.1 3.8 6.2 5.7 5.0 5.0

Community Facilities Loan and Grant Programs. RHS also administers a Community
Facility program that provides funding for a wide range of essential Community Facilities.
Priority is given to health facilities. The 2010 budget includes $295 million in direct loans, $206
million in loan guarantees and $44 million for grants under this program.
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The Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of 2009
provided $39 million in budget authority to support Community Facilities activities in rural
communities that were affected by disasters occurring in 2008 that are located in presidentially
declared disaster areas.

The Recovery Act provides an additional $65 million in budget authority to support a program

level of $1.1 billion in direct loans and $61 million for grants for 2009. Rural Development has
begun providing Recovery Act funding through the Community Facilities program.
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RURAL BUSINESS - COOPERATIVE SERVICE (RBYS)

Program Level (P.L.) and Budget Authority (B.A.)
(Dollars in Millions)

2008 2009 2010
Enacted Estimate Budget
Program P.L. BA. PL. BA PL. BA
Discretionary:
Business and Industry Guaranteed Loans ..................... $993  $43 $993  $43 $993  $53
Rural Business Enterprise Grants.............coovevvvvvineennns 39 39 39 39 39 39
Rural Business Opportunity Grants.............c..occvvvvenenn. 5 5 5 5 5 5
Intermediary Relending Program..............c.ccoovviinen 34 14 34 14 34 9
Rural Economic Development:
DIreCt LOANS. .. ... ieie i vttt e e 33 0 33 0 33 0
GraNTS. . ettt e 10 0 10 0 10 0
Rural Microentreprenuer Assistance Program (Sec. 6022):
Guaranteed Loans. ........ooeviiiiiii i e 0 0 0 0 52 11
GraNtS. ...t e 0 0 0 0 11 11
Rural Cooperative Development Grants........................ 9 9 9 9 17 17
Biorefinery Assistance Program (Sec. 9003).................. 0 0 0 0 49 17
Value-added Ag. Product Market Devel. ...................... 19 19 6 6 22 22
Rural Energy for America Program (Sec. 9007):
Guaranteed LOANS.......vueueeeiiiiie e e e 205 20 28 3 246 34
GrANTS. .. e et e e 16 16 2 2 34 34
EZIEC ... e 8 8 8 8 0 0
Subtotal, RBS Programs..........c.ceeeeviiieeineveiineane e 1,371 173 1,167 129 1,545 252
Salaries and EXPENSES. .. ...uvieiurie it e 5 5 5 5 5 5
Total, ONgoinNg Programs..........c.eeevenieeineeinieineennnns 1,376 178 1,172 134 1,550 257
Supplemental FUNAING @/« .. ...veeene i e eenene (452) (24 0 0 0 0
Recovery Act:
Business and Industry Guaranteed Loans................. 0 0 2899 126 0 0
Rural Business Entreprise Grants.................c..o...e.. 0 0 19 19 0 0
Total, Recovery Act Programs..........cc.ccoeevviviinninennnnn. 0 0 2918 145 0 0
Total, Discretionary Programs..........ccoeeveeeuneneneeennnnnn 1,376 178 4,000 280 1,550 257
Mandatory:
Farm Bill:
Biorefinery Assistance Guaranteed Loans (Sec. 9003). 0 0 225 75 691 245
Rural Energy for America Loans (Sec. 9007)........... 0 0 275 27 213 29
Rural Energy for America Grants (Sec. 9007).......... 0 0 28 28 31 31
Repowering Assistance Payments (Sec. 9004).......... 0 0 35 35 0 0
Bioenergy for Advanced Biofuels (Sec. 9005).......... 0 0 55 55 55 55
Value-added Ag. Product Market Development ........ 0 0 15 15 0 0
Rural Microentrepreneur Assist. Loans (Sec. 6022).... 0 0 9 3 14
Rural Microentrepreneur Assist. Grants (Sec. 6022)... 0 0 1 1 1 1
Total, Mandatory Programs...........ccoevveeiviiieienenieens, 0 0 643 239 1,005 364
Total, RBS Programs...........ccoeveeieiiiiiiiieiieiaee e $1,376  $178 $4,733 $519 $2,555 $621

a/ Funding was provided in the Disaster Assistance Fund.
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RBS administers RD’s rural business and cooperative services programs. The primary purpose of
these programs is to create and save jobs in rural areas. The 2008 Farm Bill authorized and
provided mandatory funding for several energy programs that have greatly expanded RBS’s
responsibilities.

Business and Industry Guarantee Loan Program. The Business and Industry (B&I) loan
guarantee program, with the largest program level of the RBS programs, provides protection
against loan losses so that lenders are willing to extend credit to establish, expand, or modernize
rural businesses. The tightening rural credit markets have brought a renewed interest in the B&I
program. The 2010 budget supports a program level of nearly $1 billion in B&I loan guarantees,
the same as 2009 funding. This level of funding is expected to create or save about 16,650 jobs.

The Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of 2009,
provided $24.3 million in budget authority for business development activities in presidentially
declared disaster areas. Of the amount available $19.4 million will be provided through the B&l
guaranteed program and $4.9 million will be provided through RBEG.

The Recovery Act provides $126 million in budget authority that will support $2.9 billion in
program level for B&I guarantees in 2009. It is anticipated that a significant portion of the
funding provided by the Appropriations Act and Recovery Act will be utilized throughout 2010.

Intermediary Relending Program. The Intermediary Relending program provides one percent
interest direct loans to entities that relend to rural businesses at a higher interest rate and use their
interest earnings to pay for their administrative expenses and develop capital reserves. The 2010
budget supports a program level of $34 million in direct loans under this program, the same as
2009. This level of funding is expected to create or save about 25,655 jobs.

Rural Business Enterprise Grant Program. The Rural Business Enterprise Grant program
provides grants for rural projects that finance and facilitate development of small and emerging
rural businesses. The 2010 budget provides $39 million for grants, the same level as 2009. This
level of funding is anticipated to create or save 18,800 jobs.

The Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of 2009,
provided $24.3 million in budget authority for business development activities in presidentially
declared disaster areas. Of this funding, $4.9 million will be provided as RBEG grants.

Additionally, the Recovery Act provides $19 million in budget authority for the RBEG program
in 2009. It is anticipated that a significant portion of the funding provided by the Appropriations
Act and Recovery Act will be utilized throughout 2010.

Rural Microentrepreneur Assistance Program. Under this new program one percent direct
loans and grants are made to microenterprise development organizations (MDQ’s). The loans
will be used to establish reserves for relending to microentrepreneurs, and the grants are made to
the MDOQO’s which may relend a portion to provide training, operational support, business
planning, and market development assistance. The 2010 budget includes $22 million in
discretionary funding. This funding will support $52 million in loans and $11 million in grants.
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The 2008 Farm Bill provides $4 million in mandatory funding in 2010 for the Rural
Microentrepreneur Assistance Program.

Rural Cooperative Development Grant Program. The 2010 budget provides funding for the
Value-Added Producer Grants program and the Rural Cooperative Development Grant program
as part of a broader initiative within RBS to encourage small business development in rural
areas. This initiative includes about $22 million in funding for the Value-Added Producer
Grants program and $17 million for Rural Cooperative Development Grants.

2008 Farm Bill Energy Programs. The Farm Bill provides significant new authorities for
renewable energy development. The Farm Bill includes over $1 billion of additional budget
authority through 2012 for the commercialization of renewable energy activities, including $364
million in budget authority in 2010 to RBS programs that will support a program level of about
$1 billion for renewable energy activities.

e Rural Energy for America Program. RBS has operated a renewable energy loan
and grant program for the purchase of renewable energy systems and energy
efficiency improvements since the passage of the 2002 Farm Bill. Section 9007 of
the Farm Bill implemented the Rural Energy for America Program (REAP). REAP
provides similar assistance as its predecessor program, the Renewable Energy and
Energy Efficiency Improvement Program; however, REAP can now offer funding for
energy audits and feasibility studies. The Farm Bill provides mandatory funding that
will support a program level of $213 million in loans and $31 million in grants for
2010, about $60 million below the 2009 level. In addition, the 2010 budget supports
a discretionary program level of $246 million in loan guarantees and $34 million in
grants. This is in comparison to the $5 million in budget authority that supported a
$30 million in program level in the 2009 budget for loan guarantees and grants.

e Biorefinery Assistance Program. RBS now has the capability to guarantee loan
funds for biorefineries up to $250 million per project. In January of 2009, Rural
Development approved the first biorefinery assistance loan guarantee for Range Fuel.
Rural Development is currently reviewing additional applications. Section 9003 of
the Farm Bill provides funding to support a program level of over $900 million in
funding for the Biorefinery Assistance Program for loan guarantees for fiscal years
2009 and 2010. The 2010 budget provides $17 million in discretionary funding to
support a program level of $49 million for these facilities. RBS anticipates a high
demand for program funding and expects to fully utilize program funds.

Key Performance Measure | 2005| 2006| 2007| 2008| 2009| 2010 |

Number of jobs created or saved
through USDA financing of

g 73,328 71,715 72,710 72,907 71,040 71,167
businesses

Note: Performance includes other RBS loan and grant programs that were not identified in the text.
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RURAL DEVELOPMENT SALARIES AND EXPENSES

Budget Authority
(Dollars in Millions)

2008 2009 2010
Program Enacted  Estimate Budget

Salaries and Expenses:
APPropriation..........c.covuee i e, $169 $193 $196

Transfers:

Rural Electric and Telecomm. Loan Program.... (38) (39) (40)
Rural Housing Insurance Fund Program.......... (450) (460) (469)
Rural Development Loan Fund Program.......... 5) ) (5)
Subtotal, Transfers..........cccovii i, (493) (504) (514)
Recovery ACt.......cooiviiiii e 0 131 0
Subtotal, Salaries and Expenses..................... 662 828 710
Supplemental Funding.............ocooeviiinn . 188 0 0
Total, Salaries and EXpenses.............cc.vvveeneenn... $850 $828 $710

The 2010 budget provides a total of $710 million for salaries and expenses related to carrying out
RD programs. This level includes an increase of $13 million for pay cost.

The Recovery Act provides three percent of total RD funding ($131 million) for salaries and
expenses related to the implementation of the Act. Significant portions of this funding will be
utilized for IT expenditures to service and maintain the loan portfolio and to hire part time
contractors to accomplish the significant workload associated with implementing loan, loan
guarantee and grant programs of this size.

The Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of 2009
provides $188 million in 2009 to implement RD disaster assistance programs. This funding
provides $25 million in budget authority for the Rural Utilities Service (page 49); $134 million
for the Rural Housing Service (page 52); and $24 million for Rural Business and Cooperative
Service (page 56). The law provided that not more than three percent ($5 million) could be used
for salaries and expenses to carry out these programs.
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FOOD, NUTRITION, AND CONSUMER SERVICES

MISSION AREA

FNS administers the Department’s domestic nutrition assistance programs. The mission of FNS
is to increase food security and reduce hunger in partnership with cooperating organizations by
providing children and low-income people access to food, a healthful diet, and nutrition
education. The Federal staff leverage their efforts by working with hundreds of thousands of
State and local staff who deliver nutrition assistance to recipients through the Supplemental
Nutrition Assistance Program; the Child Nutrition Programs — the National School Lunch
Program, the School Breakfast Program, and the Child and Adult Care Food Program; the
Special Supplemental Nutrition Program for Women, Infants and Children (WIC); and a number
of other programs serving specialized needs. The Supplemental Nutrition Assistance Program is
the cornerstone of the Department’s effort to improve nutrition levels of low-income households
and help them secure a healthful diet. The other programs target specific categories of the
population. Improving dietary outcomes for all Americans by promoting healthier eating habits
and lifestyles is a major Departmental objective fostered by the nutrition assistance programs.

FNS Budget Authority
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Food and Nutrition Service
Budget Authority
(Dollars in Millions)

2008 2009 2010
Program Enacted Estimate Budget
Discretionary:
Special Supplemental Nutrition Program (WIC) .................... $6,020 $6,860 $7,777
Transfer from the Supplemental Nutrition Assistance Program..... 150 0 0
LIS 1 LR PP 6,170 6,860 7,777
Commodity Assistance Program:
Commodity Supplemental Food Program.....................veen. 140 160 163
The Emergency Food Assistance Program (TEFAP),
Soup Kitchens, Food Banks...........cc.ccooveveiiiiiiiiiiieiie e 50 50 50
Farmers' Market Nutrition Program.............cccovvievenvnnnnn. 20 20 20
Pacific Island Assistance and Disaster Assistance................. 1 1 1
Nutrition Services Incentive Program.............c.covevvvvvinnns 3 3 0
Total, Commaodity Assistance Program...................c..e.s, 214 234 234
Nutrition Programs Administration................cceevvvvvvniininnnen. 142 145 150
Total, Ongoing Discretionary Programs................cc.eeueees 6,526 7,239 8,161
Recovery Act:
WIC PrOgIam ... e et e e s e e e e e e e eae s 0 500 0
Commodity Assistance Program............cccveevvveiiiiinenenaennns 0 150 0
Child Nutrition Programs...........c.cooeveieriieiiiiiiie e e 0 100 0
Total, ReCOVEIY ACt......cviie it e e e 0 750 0
Total, Discretionary Programs...........cceevveneeveevininnnns 6,526 7,989 8,161
Mandatory:
Supplemental Nutrition Assistance Program................ccc.ceene, 39,772 53,970 61,352
Transfer to WIC Program..........ccceeviivee i e e, -150 0 0
Total, Supplemental Nutrition Assistance Program.............. 39,622 53,970 61,352
Child NUtrition Programs...........couevvevereiriiiinineieeveeevnannenn, 13,928 15,073 16,906
Reauthorization Proposals.............cccovvve i e e 0 0 1,000
Farm Bill:
Seniors Farmers' Market Nutrition Program a/...................... 21 21 21
Recovery Act:
Supplemental Nutrition Assistance Program......................... 0 5,195 5,925
Total, Mandatory Programs............coceeeveeviriiiiieiieienenns, 53,571 74,259 85,204
Total, FNS. ..o $60,097 $82,248 $93,365

a/ Funds are transferred from the Commaodity Credit Corporation.
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The 2010 budget provides funds for anticipated changes in participation and food cost inflation
for the major programs. It emphasizes improving access and operations in 2010 and improving
the nutritional status of recipients. Both FNS and the Center for Nutrition Policy and Promotion
will continue efforts to promote healthy eating and active lifestyle behaviors, in part by the
continued use and promotion of MyPyramid.gov and the Dietary Guidelines for Americans.
Additionally, in 2010, USDA will coordinate with the Departments of Health and Human
Services and Education to develop a nutrition research plan and a strategy for addressing the
problem of childhood obesity.

The nutrition assistance programs work in concert to improve scores on cross-cutting
performance measures of improved diet for the children and low-income people they serve.

Key Performance Measure | 2005| 2006 2007| 2008| 2009| 2010 |
Application and usage level of

nutrition guidance tools

(billions of pieces of nutrition

guidance distributed) N/A 1.5 2.0 2.5 2.5 3.0
Baseline: 2006 = 1.5

People Served Through Nutrition Assistance Programs
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Supplemental Nutrition Assistance Program. The 2010 budget anticipates an increase in
participation on average of about 2.4 million recipients per month and assumes an increased
average monthly benefit. The Recovery Act increased the average monthly benefit by increasing
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the maximum allotment by 13.6 percent, effective April 2009. The higher benefit allotment
levels will remain constant until the regular annual adjustments to benefits under the Food and
Nutrition Act exceed them. This is forecast to occur in fiscal year 2014. Additionally,
associated State administrative expenses are expected to increase.

The Supplemental Nutrition Assistance Program will continue to focus on encouraging all
eligible persons to take advantage of program benefits, with particular emphasis on reaching
underserved populations such as the elderly, Hispanics, and the working poor. An increase of
$10.6 million is included for testing the effectiveness of using “leads data” from the Center for
Medicaid and Medicare Services to increase Supplemental Nutrition Assistance Program
participation among low-income elderly. Nutrition education continues to be a key part of the
Supplemental Nutrition Assistance Program to help low-income households improve their
nutrition levels.

Key Performance Measure | 2005| 2006| 2007| 2008| 2009 | 2010 |
Participation levels for the major

Federal nutrition assistance

programs (millions per month):

Supplemental Nutrition

The Department is continuing its efforts to improve payment accuracy, seeking to reach a
payment accuracy rate of 94.6 percent in 2010. This will be achieved through working with
stakeholders to implement best practices, focusing particularly on error prone areas.

Key Performance Measure | 2005| 2006| 2007 | 2008| 2009| 2010 ]|
Improve SNAP payment

accuracy rate

Baseline: 2001 = 91.3% 94.1%  942%  944% 943% 94.4%  946%

The Administration is committed to ensuring an uninterrupted flow of benefits to program
participants. Since Supplemental Nutrition Assistance Program costs are not fully predictable, in
a changing economic environment or in unexpected emergencies such as natural disasters, the
2010 budget includes a $3 billion contingency reserve, the same as in recent years, to be used in
the event that program needs exceed current estimates.

Child Nutrition Programs. Ensuring access to food for children and improving their eating
habits continues to be a priority. The National School Lunch, School Breakfast, Summer Food
Service, Special Milk, and Child and Adult Care Food Programs play a significant role in
achieving this goal by assisting State and local governments in serving healthful, nutritious meals
to children in various settings, with greatest emphasis on helping low-income children. These
programs assist pre-school and school-aged children by subsidizing quality meals in participating
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schools and child care settings. While children from all income levels receive some assistance
from these programs, most of the funding supports meals served to low-income children for free
or at a greatly reduced price. Child Nutrition Programs subsidies for meals at child care centers
and family daycare homes help support child care, a critical need for working families.

To ensure the quality of the meals served in the school meals programs and the Child and Adult
Care Food Program, the Department entered into a three-year contract with the National
Academies’ Institute of Medicine (IOM) in February 2008, to convene a panel of experts to
make recommendations for updating and revising the nutrition standards and meal requirements.
USDA intends to act on the IOM’s recommendations with updated program standards to ensure
that program meals do all they can to meet children’s nutritional needs, foster healthy eating
habits, and safeguard children’s health.

The Administration is currently focused on the reauthorization of the Child Nutrition and WIC
programs. The Administration is proposing to add $10 billion over the next ten years for these
important programs, which touch most Americans at some point in their lives - providing
nutritious food, nutrition education, and connections to critical health services. Reauthorization
of these programs will play a significant role in the President's efforts to eliminate childhood
hunger by 2015. The proposals provide resources aimed at improving access to nutritious meals,
particularly for low-income children. The proposals also provide for reforms aimed at improving
access to healthy fruits and vegetables and reducing the prevalence of obesity by improving the
diets of school children and by teaching children to make wise food choices, and enhancing
services for participants by improving program performance and integrity.

The Recovery Act provided $100 million for equipment grants in the National School Lunch
Program to improve program infrastructure. The grants that are awarded will focus on
purchasing equipment that will improve the quality of school food service meals that meet the
Dietary Guidelines, improve the safety of food served, improve the overall energy efficiency of
the school food service operations, and allow the school food authorities to support expanded
participation by serving meals in non-traditional settings.

For 2010, the Child Nutrition Programs are funded at a level that will support anticipated
participation and food costs. An increase of $5 million is requested to implement Section 4405,
Hunger-Free Communities, of the Farm Bill. The Hunger-Free Community Grants will focus on
promotion, outreach, demonstration projects and technical assistance to support communities in
exploring a significantly broader array of local strategies to prevent hunger, especially among
children.

An additional $0.7 million is requested to expand the HealthierUS School Challenge that
encourages elementary schools to take a leadership role in helping students learn, at an early age,
to make healthier eating and lifestyle choices. Funding will also help ensure the on-going
integrity of meals served, and provide increased training and technical assistance materials to the
school food service community and increased Federal oversight of meals served.
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Key Performance Measure | 2005| 2006| 2007| 2008| 2009| 2010 |
Participation levels for the major

Federal nutrition assistance

programs (millions per day):

National School Lunch Program 29.6 30.1 30.5 30.9 31.6 32.1
School Breakfast Program 9.3 9.8 10.1 10.6 11.0 11.3

WIC. The WIC Program, the largest discretionary program in the Department, helps improve
the health and nutritional intake of low-income pregnant, breast-feeding and postpartum women,
infants and children up to their fifth birthday. WIC works by providing participants with
vouchers redeemable for foods dense in nutrients known to be lacking in the diets of eligible
groups and providing nutrition education and referrals to other important health and social
services. Nearly half of all infants in the United States receive WIC benefits.

The Recovery Act provided $500 million in additional funding for WIC. Included in this amount
are $100 million for management information systems and $400 million for a contingency
reserve fund available until the end of 2010. The President’s 2010 budget request proposes $7.8
billion for the WIC Program, an increase of $917 million above the 2009 level, excluding the
Recovery Act funding. The funding for the WIC Program will support a monthly average of 9.8
million participants. In keeping with the Administration’s promotion of childhood wellness and
fitness, updated WIC food packages will be implemented by the beginning of fiscal year 2010
and are expected to improve overall nutritional intakes and further promote breastfeeding. The
Administration is committed to serving all eligible individuals seeking WIC benefits. The
budget provides for a $350 million contingency fund to ensure sufficient resources for stable
services should participation or food costs be higher than anticipated. Additionally, $30 million
is included to assist States in modernizing and upgrading their management information systems.

Key Performance Measure | 2005| 2006| 2007| 2008| 2009| 2010 |
Participation levels for the major

Federal nutrition assistance

programs (millions per month):

WIC Program (average) 8.0 8.1 8.3 8.7 9.3 9.8

Commodity Assistance Program (CAP). CAP distributes USDA commodities through several
programs. The Emergency Food Assistance Program (TEFAP) provides support to a network of
food banks and other programs that assist households in need of immediate, short-term food
assistance. TEFAP includes components of both discretionary and mandatory funding. The
Recovery Act provided $150 million for TEFAP to increase food assistance to Americans
affected by the economic crisis. These funds are being used to purchase additional commodities
(%100 million) and to fund administrative costs associated with the distribution of the USDA
commaodities or privately-donated foods. In 2010, for program administration, $49.5 million in
discretionary funding is requested, any part of which, at State discretion, may be used to
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purchase additional commodities. Under the Supplemental Nutrition Assistance Program
account, mandatory funding of $253 million is available to purchase TEFAP commodities.

Another program under CAP is the Commodity Supplemental Food Program (CSFP). CSFP
provides commodities to low-income elderly and pregnant, postpartum and breastfeeding
women, infants and children up to age six. The 2010 budget proposes $163 million, an increase
of $2.4 million, to offset expected cost increases due to inflation while supporting the current
participation levels.

In 2010, funding is requested for the Farmers’ Market Nutrition Program (FMNP) for women,
infants and children at the authorized level, $20 million. The FMNP provides WIC participants
with vouchers to purchase fresh, local fruits, vegetables and herbs directly from farmers,
farmers’ markets and roadside stands. In 2008, the FMNP provided coupons to 2.2 million WIC
participants. The participants redeemed their coupons at 3,367 authorized farmers' markets and
2,398 roadside stands, providing revenue to 16,016 small family farmers. The Seniors FMNP,
funded by CCC, provided similar benefits to 953,324 low-income seniors. In 2008, the Seniors
FMNP involved over 16,603 farmers at 3,147 farmers’ markets as well 2,512 roadside stands and
199 community supported agriculture programs.

Nutrition Programs Administration (NPA). Funding of $150.1 million is requested for NPA,
the account that supports Federal management and oversight of USDA’s investment in nutrition
assistance programs. The budget includes an increase of $2.3 million to work directly with State
and local administrators to improve payment accuracy. Another $2.3 million is requested for an
initiative to advance the utilization of technology in benefit delivery for program recipients,
streamline administration for State and local partners, enhance integrity and improve nutrition
education.

The 2010 Dietary Guidelines for Americans will be completed and rolled out in 2010 along with
enhancements to MyPyramid, including interactive applications. The Dietary Guidelines and
MyPyramid are used to help establish food benefits for the programs, and they are central to
nutrition education and promotion programs government wide, as well as private sector nutrition
education and promotion. USDA’s ability to simplify and improve the programs, increase
program efforts to improve nutritional outcomes, encourage healthy and nutritious diets and
expand an obesity prevention campaign, is fostered by the Federal administrative efforts
supported by these funds.
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Food and Nutrition Service
Key Indicators

2008 2009 2010
Actual Estimate Budget
Average Participation, Millions:
Supplemental Nutrition Assistance Program (per month).... 28.4 32.6 35.0
Free School Lunch...... ..o 155 16.4 17.0
Total School Lunch (perday).......c.ocovviveiieiiiiiiieneenn 30.9 31.6 32.1
Free School BreaKfast...........c.oovviiiiiiiiiiiiiii s 7.5 7.9 8.2
Total School Breakfast (per day)........ccoceeeeiiiiiiniann.ns 10.6 11.0 11.3
WIC (per month)........coouii i e 8.7 9.3 9.8
Commodity Supplemental Food Program (CSFP):
WIC (per month).......coooiiii i e 0.03 0.03 0.03
Elderly (permonth)..........ccooiiiiiiiii e 0.44 0.45 0.45
Food Distribution Program on Indian
Reservations (FDPIR) (per month)..............cccooevennnee. 0.09 0.10 0.10
Unemployment Rate (percent)........ccocevvviviiiiiiiniinnnnn.n. 5.8 8.1 7.9
Average/Person/Month Food Benefit in $:
Supplemental Nutrition Assistance Program................... $101.53 $128.97 $139.30
WG . 43.41 44.24 45.01
CSFP: WIC (FNS Funded) a/.......oovvvviiiiiieiiiiiie e, 25.27 27.67 29.04
CSFP: Elderly (FNS Funded) a/.........ccvvivviieiinnnnn. 19.12 20.81 21.78
FDPIR (FNS Funded) a/.......ccoiiiiiiiiiiie e 54.52 57.52 61.54
Per Meal Subsidies Including Commodities in $: b/
School Lunch:
BB ottt e e e $2.45 $2.56 $2.67
Reduced PriCe . ... 2.04 2.16 2.27
o Lo 0.42 0.45 0.47
School Breakfast:
FrEE e 1.62 1.69 1.76
PaId ..ot 0.24 0.25 0.26

a/ Excludes bonus commodities. In 2008, an average of $3.45, $3.26 and $0.86 per month was added in bonus

commodities for each participant monthly for CSFP/WIC, CSFP/elderly and FDPIR respectively.

b/ Excludes bonus commodities.
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MISSION AREA

The Food Safety mission area is the public health mission area of USDA that is responsible for
ensuring that the nation’s commercial supply of meat, poultry and processed egg products is safe,
wholesome, and properly labeled and packaged, whether those products are imported or
domestic. The mission area includes the activities of the Food Safety and Inspection Service
(FSIS), which provides federal inspection; support for State inspection; support of an even
stronger science-based and data-driven inspection system through the Public Health Information
Systems; and determination of international equivalence of foreign systems. FSIS coordinates
the development of its policies with USDA and other federal agencies, including the Food and
Drug Administration, the Environmental Protection Agency, the Centers for Disease Control and
Prevention, as well as foreign governments and international organizations, to ensure an
integrated farm-to-table approach to food safety.

In addition to FSIS, the Food Safety mission area includes the general oversight of the Office of
the U.S. Manager of Codex which is the major international mechanism for encouraging fair
international trade in food while promoting the health and economic interests of consumers.

Budget Authority
(Dollars in Millions)

2008 2009 2010
Program Enacted Estimate Budget

Discretionary:
Federal Food Safety and Inspection.............cccccovvviveeviiiiieen e, $831 $871 $903
State Food Safety and InSpection.............cc.ccovvivivei v 64 65 66
International Food Safety and Inspection.............ccoovvvvinviniininnnn, 16 19 19
Public Health Data Communication Infrastructure System................ 15 13 27
Codex AlIMENTATIUS. ......coie e 4 4 4
Total, Discretionary Programs..........cccoeeeveieiieiveeiieeiieiieiiiiennns 930 972 1,019

Mandatory:

TIUSE FUNGS. .. oot e et et e 10 9 9
USBI FBES... ittt ettt ettt et et (153) (140) (143)
Total, FSIS Programs........ccccuveeeuureeeiitieeiiteeeiteee it aeeiie e $940 $981 $1,028

Organizational Structure. To accomplish these functions, FSIS employees are located at
approximately 6,200 slaughtering and processing establishments and import houses, and other
federally-regulated facilities. Headquarters personnel are responsible for overseeing
administration of the program and ensuring that the scientific and technological developments
are incorporated into inspection procedures. For Codex, FSIS coordinates U.S. participation in
and informs the public of the sanitary and phytosanitary standard setting activities of the
Commission.
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Frontline Inspection. To ensure that FSIS can support its approximately 7,800 Federal in-plant
and other front line personnel, the Federal share of State inspection programs, and continue to
improve the data infrastructure supporting the nation’s food safety system, the 2010 budget
proposes a funding level of $1 billion, an increase of $47 million over 2009. The budget
provides the full amount necessary to meet regulatory responsibilities and includes pay cost and
other necessary supporting costs. An increase of $23 million will strengthen the food safety
infrastructure. This includes the Public Health Information System which will enhance FSIS’
ability to collect, analyze and present data to allow decision making based on relevant, timely
product and process data, utilizing the best science available. Linking inspection data with other
public health information through the Public Health Information System will improve FSIS’
ability to quickly and accurately identify trends and vulnerabilities. In addition, the budget
requests $4 million to increase the agency’s ability to conduct additional food safety assessments
which help to identify potential public health risks.
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User Fees. In 2010, FSIS estimates it will collect $152 million through existing user fee
activities for providing overtime, holiday, and voluntary inspection services. Separately, FSIS
will submit a legislative proposal that will permit a user fee for performance in 2010, with total
collections estimated at $4 million. The $4 million would be collected from plants that have
sample failures or require additional inspection activities stemming from a pattern of regulatory
non-compliance.

Combatting Foodborne Iliness. FSIS carries out the agency’s mission of reducing the level of
foodborne illness by targeting common and dangerous pathogens for control. Although the
presence of safe and wholesome food products may decrease the likelihood of foodborne illness,
it does not guarantee that after purchase, food will be properly stored, handled, and prepared so
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as to maintain safety. For this reason, FSIS conducts public education campaigns to inform the
public about safe food handling methods, a critical component of our food safety system.

The 2010 budget provides the resources necessary for FSIS to maintain its level of performance
in ensuring the safety of the meat, poultry, and egg products supply as indicated by the following
performance measures:

Key Performance Measure | 2005 2006 2007 2008 2009 2010 |
Reduce generic Salmonella on

broiler carcasses by increasing

the number of establishments N/A 45% 71% 80% 79% 90%
that test at Category 1 levels *

Decrease the overall percent

positive rate for Listeria

monocytogenes in ready-to-eat

products 0.70% 0.60% 0.31% 0.29% 0.25% 0.24%

Reduce the prevalence of E.
coli O157:H7 on ground beef 017% 0.16% 0.23% 0.24% 0.24% 0.22%

Reduce the overall public

exposure to Listeria

monocytogenes in post- N/A N/A N/A N/A  0.29% 0.24%
lethality exposed ready-to-eat

products.

* The figures represent the proportion of establishments whose two most recent Salmonella test results are equal to
or less than 50 percent of the FSIS performance standard for the product class. These are the Category 1
establishments considered to have consistent process control. As more establishments reach Category 1 status, it is
expected that fewer people will be exposed to Salmonella from classes of raw products regulated by FSIS.
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MISSION AREA

The mission of the Natural Resources and Environment area is to promote the conservation and
sustainable use of natural resources on the Nation's private lands and to sustain production of all
the goods and services that the public demands of the national forests. The mission area includes
two agencies, the Natural Resources Conservation Service (NRCS) and the Forest Service (FS).

Key performance measures for NRCS include: comprehensive nutrient management plans
applied; cropland with conservation applied to improve soil quality; grazing land and forest land
with conservation applied to protect and improve the resource base; and wetlands created,
restored or enhanced. FS’ key performance measures include treatment of hazardous fuel in and
outside of the wildland-urban interface.

The NRE mission area, primarily through NRCS, also has responsibility for implementing most
of the Conservation Title of the 2008 Farm Bill which in 2010 will enroll more than 280 million
acres at a total cost of about $2.7 billion.

Farm Bill Conservation Programs
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NATURAL RESOURCES CONSERVATION SERVICE (NRCS)

Budget Authority
(Dollars in Millions)
2008 2009 2010
Program Enacted Estimate Budget
Discretionary:
Conservation Operations:
Conservation Technical AsSiStance............cvovveieeviiiienennnns $712 $729 $741
All Other Conservation Operations Programs....................... 122 124 126
Total, Conservation Operations............ccoovvvieiivineenevennnn, 834 853 867
Watershed and Flood Prevention Operations.............cccecvvvnn. 30 24 0
Watershed Rehabilitation Program..............ccovoiiiiiiin s 20 40 40
Resource Conservation and Development..............ccoovviinnnns 51 51 0
Healthy Forests Reserve Program..........cc.ooeveeiveeeneeinneinnnn, 2 0 0
Total, Ongoing Discretionary Programs............ccccvevvenens. 937 968 907
Emergency Supplemental for Watershed Protection................. 490 0 0
Recovery Act:
Watershed and Flood Prevention Operations......................... 0 290 0
Watershed Rehabilitation Program..................coooiiiiiinn . 0 50 0
Total, Recovery Act Programs...........ccceeeviviiiiiiine i innnenns 0 340 0
Total, Discretionary Programs..........ccccoevoiviiiiiiieciniennnnns 1,427 1,308 907
Mandatory:
Farm Bill Programs:
Environmental Quality Incentives Program........................ 1,200 1,067 1,200
Wetlands Reserve Program..........couveveiveiiineinieninianenns 183 418 391
Conservation Security Program.........c.ooveviinieeinieninnnenes 317 283 234
Conservation Stewardship Program.............ccoveveivevennnne. 0 230 447
Watershed Rehabilitation Program ...............ccooeeviineeannn. 0 0 135
Ground and Surface Water Conservation..................ccooc.... 60 0 0
Agricultural Water Enhancement Program.......................... 0 73 73
Farm and Ranch Lands Protection Program........................ 96 121 120
Wildlife Habitat Incentives Program..............cccocvvevviennnn. 85 85 42
Grassland Reserve Program..........cccccevviiieiineiiiiie e, 3 48 54
Healthy Forest Reserve Program.............coveeeiveenevenennns, 0 10 5
Chesapeake Bay Watershed.............cooviiiii i 0 23 43
Agricultural Management AsSIiStance a/.........cccoevvevevvenenns, 7 7 5
Conservation Reserve Program Tech. Assist. (Reimb.)........... (63) (56) (65)
Total, Farm Bill Programs.............cccoovviiiiii i 1,951 2,365 2,749
Total, NRCS Programs.........ccceeeeeeeeriiniiiiieieeeeeaeeeeneanenn, $3,378 $3,673 $3,656

a/ Total AMA program also includes funds provided to RMA and AMS.
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The President’s 2010 budget for NRCS supports partnering with landowners to conserve land,
protect wetlands, improve wildlife habitat, and promote a variety of other conservation
initiatives. The President’s budget also reflects a proactive strategy to increase the ability of
conservation programs to address and meet critical National needs such as energy conservation,
renewable energy production, and reductions in greenhouse gas emissions. Working with local
partners remains important to efficiently implementing conservation programs and initiatives,
and NRCS will continue to direct financial and technical assistance programs to land owners and
users through the USDA Service Centers and through local conservation districts.

Conservation Operations (CO). The 2010 budget proposes $867 million for CO, which
includes $741 million for conservation technical assistance (CTA) as well as $126 million for
other CO activities including Soil Surveys, Snow Surveys, and Plant Materials Centers. At this
level, the agency will continue to support locally-led, cooperative conservation through the
unique partnership that has been developed over the years with each conservation district and
local stakeholders.

The 2010 request for CTA includes an increase of $16 million for pay costs. The 2010 budget
also redirects $31.6 million in Congressional earmarks to focus on higher priority program areas
such as improving and streamlining technical assistance delivery to farmers, updating geospatial
data products, and automating water supply forecasting operations.

Watershed and Flood Prevention Operations (WFPO). WFPO provides technical and
financial assistance to local communities and sponsoring organizations to construct flood
protection, water supply, and water quality improvement projects. The 2010 budget proposes to
terminate funding for this activity because benefits are highly localized and local sponsors are
expected to assume a greater role in identifying and addressing water resource problems. The
Recovery Act provides $290 million to provide funding for high priority flood prevention
projects which will help stimulate rural economy through the purchase of floodplain easements
and work to improve the safety of dams in need of repair.

Watershed Rehabilitation Program. This program provides financial and technical assistance
to communities for planning and financing the rehabilitation of Federally-constructed flood
prevention dams that have reached the end of their design lives. The budget includes $40 million
in discretionary funds, the same as 2009, for technical assistance to help local governments and
private landowners plan the rehabilitation of those dams with the greatest potential for failure. In
addition, $135 million in mandatory funding is proposed to be available in 2010 as authorized in
the 2002 and 2008 Farm Bills. The Recovery Act provided an additional $50 million for
rehabilitation work in 20009.

Resource Conservation and Development (RC&D). As part of the Administration’s
commitment to fiscal responsibility, the budget proposes to eliminate the RC&D program. First
begun in 1962, the program was intended to build community leadership skills through the
establishment of RC&D councils that would access Federal, State, and local programs for the
community’s benefit. After 47 years, the program has matured to the point that this goal has
been accomplished. RC&D councils have developed sufficiently strong State and local ties to
secure funding for their continued operation without Federal assistance. A number of
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alternatives to RC&D support also exist including the use of other Federal, State, and local
programs and existing avenues such as those provided through State Technical Committees.

Environmental Quality Incentives Program (EQIP). The purpose of EQIP is to provide
assistance to landowners who face serious natural resource challenges that impact soil, water and
related natural resources, including grazing lands, wetlands, and wildlife habitat. The 2010
budget proposes $1.2 billion for the EQIP program. This would enable nearly 45,000 new
contracts to participate in the program and would cover nearly 16.4 million acres. The program
will continue to emphasize land management practices such as the application of comprehensive
nutrient management plans.

The Agricultural Water Enhancement Program (AWEP), which replaces the Ground and Surface
Water Conservation program under EQIP, is funded at $73 million. The Chesapeake Bay
Watershed program, which is also operated under EQIP procedures this year, is funded at $43
million.

Wetlands Reserve Program (WRP). WRP is a voluntary program in which landowners are
paid to retire cropland from agricultural production if those lands are restored to wetlands and
protected, in most cases, with a long-term or permanent easement. Landowners receive fair
market value for the land and are provided with cost-share assistance to cover the restoration
expenses. The 2008 Farm Bill authorized the program to enroll up to 3,041,200 acres through
the end of fiscal year 2012. Total cumulative WRP enrollment through the end of FY 2008 is
1,998,230 acres, and this is expected to increase by 175,000 acres by the end of 2009. The 2010
budget request includes $391 million to enroll 152,636 acres in 2010.

Conservation Security Program. The Conservation Security Program was established in the
2002 Farm Bill and is a voluntary program that provides financial and technical assistance on
Tribal and private agricultural working lands to support ongoing conservation stewardship. The
program provides payments to producers who maintain and enhance the condition of natural
resources. The program was not reauthorized in the 2008 Farm Bill. The budget includes $234
million for the Conservation Security Program in 2010 in order to service existing contracts.

Conservation Stewardship Program. The 2008 Farm Bill replaces the older Conservation
Security Program with a new Conservation Stewardship Program which is distinguished from the
old program in that it encourages participants to undertake new conservation activities in
addition to maintaining and managing existing conservation activities. Also, the new program
operates under an annual acreage limitation rather than a funding cap. The statute permits
enrollment of an additional 12.8 million acres for each year from 2009 through 2017. The
budget proposes $447 million for the program to enroll 12.8 million acres during 2010.

Farm and Ranch Lands Protection Program (FRPP). Through this program, the Federal
Government establishes partnerships with State, tribal, or local governments in sharing the costs
of purchasing easements or development rights to limit the conversion of agricultural land to
nonagricultural uses. FRPP is carried out through existing State, Tribal, and local governments,
non-governmental organizations and local farmland protection programs. The 2008 Farm Bill
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authorized a total of $743 million for FRPP from 2008-2012. The Farm and Ranch Lands
Protection Program is funded at $120 million in 2010.

Wildlife Habitat Incentives Program (WHIP). The 2008 Farm Bill reauthorized WHIP at $85
million for each year from 2008-2012. The program provides financial and technical assistance
to eligible participants to develop habitats for upland wildlife, wetland wildlife, threatened and
endangered species, and fish and other types of wildlife. The purpose of the program is to create
needed wildlife habitat that supports wildlife populations with local, State, and national
significance. The budget proposes funding for the Wildlife Habitat Incentives Program at $42
million.

Grasslands Reserve Program (GRP). GRP was authorized in the 2002 Farm Bill as a
voluntary program to help landowners and operators restore and protect grassland, including
rangeland, pastureland, and certain other lands, while maintaining the lands’ suitability for
grazing. Participants can enroll acreage in rental agreements with varying lengths or in long-
term or permanent easements. The program is jointly administered by NRCS and the Farm
Service Agency (FSA), which has lead responsibility for rental agreement administration and
financial activities. NRCS has lead responsibility for technical issues and easement
administration. The program was initiated in 2003 and reached its statutory funding limit of
$254 million in 2007. However, the 2008 Farm Bill reauthorizes 1.2 million acres for the
program for 2009-2012. GRP is funded at $54 million for 2010 to enroll an additional 308,749
acres.

Conservation Reserve Program Technical Assistance. NRCS provides technical support
including land eligibility determinations, conservation planning and practice implementation for
the Conservation Reserve Program (CRP). The 2010 budget includes $65 million, an increase of
$9 million over 2009, for CRP technical assistance. CRP is administered by FSA. The program
status for 2010 is described on page 29.
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UNITED STATES DEPARTMENT OF AGRICULTURE
Discretionary Outlays
(Dollars in Millions)

2008 2009 2010
AGENCY Actual Estimate Budget
FARM AND FOREIGN AGRICULTURAL SERVICES
Farm SEIVICE AQENCY ... uuivriieiit et et eeeeeeee e et et aeeeeaeeaee s $3,937 $1,965 $1,849
Commodity Credit Corporation Programs............c.cveeveeveniiniininennennn. 5 5 7
Risk Management AQENCY ... .. ...t et ittt ee et et et e e e e 76 74 79
Foreign Agricultural SErVICE. .. ......couvie e e e 239 264 379
Pl 480 .. ettt e 1,376 2,030 1,695
RURAL DEVELOPMENT
Rural Community Advancement Program.............oc.evveneeeereenennennns. 5 0 0
Salaries aNd EXPENSES. .. ... ... vee it it e et eee et et eeaeeeae e 171 151 208
Rural UtIlties SErVICe. .. ......ovviii i e 683 1,081 1,434
RUral HOUSING SEIVICE. .. ... vt et it e e e 1,824 2,253 2,148
Rural Business - Cooperative SErViCe...........ouuviieiiiiriiniiiiniieieeaees 164 208 178
Rural Empowerment Zones/Enterprise Communities...................ccovveee. 12 15 9
FOOD, NUTRITION, AND CONSUMER SERVICES
Food and NULFItion SErVICe........ovivie it e e e 6,565 7,533 8,059
NATURAL RESOURCES AND ENVIRONMENT
Natural Resources Conservation ServiCe.............couvvreveriieeeeeennnenenn, 1,098 1,155 1,107
OISt SBIVICE. .. ittt et e e e e e e e e e e e e 5,130 5,926 5,435
FOOD SAFETY
Food Safety and INSPeCtion SErviCe............oovuvvuiiiiniiiiiiiiiiie e aeeeenn, 908 925 992
RESEARCH, EDUCATION, AND ECONOMICS
Agricultural Research Service...........oeviiiii i 1,276 1,182 1,296
National Institute of Food and Agriculture.............c.ccooiiiiininnn. 1,121 1,179 1,181
Economic Research Service..........cooovviviiiiiiiiiiiii e, 78 80 81
National Agricultural Statistics SErvice............o.vuiiiiiiiieiiiiieiiiienanns 160 152 161
MARKETING AND REGULATORY PROGRAMS
Animal and Plant Health Inspection Service..............cccoviiviiiiiiniinnns 959 930 886
Agricultural Marketing SErvice............o.iiuiiiii i e 96 88 48
Grain Inspection, Packers and Stockyards Administration..................... 37 40 42
DEPARTMENTAL ACTIVITIES
Office of the SECretary.........vvuiiii i e 13 15 17
Common Computing ENVIronment............ouviiie et i eee e 53 8 10
Office of CiVIl RIGhtS.......oe vt 19 22 24
Departmental Administration.............coooeiii v e 22 28 43
Agriculture Buildings and FaCilities.............cooviiiiiiiiii 254 241 340
Hazardous Waste Management.............coviuieriiniinie et e ee e 11 7 7
Office of the Chief Financial Officer.............ccccoovv i, 12 6 7
Office of the Chief Information Officer.............cocooviiiiii s 16 18 64
Office of the General CoUNSEL............ccoviiiiiiiiiiii e 39 42 45
Office of Inspector General.............oooviiii it 79 89 95
Office of COMMUNICALIONS. ........vveietiie ittt 9 10 10
Executive Operations:
Office of the Chief ECONOMISt...........cccvuiiiiiiii e 10 10 19
National Appeals DIVISION..........c.coiiiiiiiiiiiin e 14 15 17
Office of Budget and Program Analysis.............coovviiiiiniiienieeiniann 8 9 10
Office of Homeland Security...........ceovuiiiiiiii i, 1 1 3
Office of Advocacy and OUtreach..........cooovvviiiiiiiii e 0 0 3
Working Capital FUNd............ooeiii e e -18 75 -2
SUBLOtAL. ... 26,462 27,832 27,986
OFfSEtting RECEIPLS. ...t tet it ittt et et aeeeees -35 -43 -67
TOTAL, U.S. DEPARTMENT OF AGRICULTURE.............ccoevvennene. $26,427 $27,789 $27,919
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UNITED STATES DEPARTMENT OF AGRICULTURE

Staff Years
2009 2010
Agency 2008 Estimate Budget
FARM AND FOREIGN AGRICULTURAL SERVICES
Farm SErVICE AQENCY ... .t tin et et e e et e e e e e re e e e e e en s 5,094 5,259 5,259
RisK Management AGENCY ... ... .eerieneeteteen e aeeeet e ieeeee e eeeeanane e 480 553 568
Foreign Agricultural SErviCe.............eiuuiiiiiiii e 963 1,004 1,006
Total, FREAS .t 6,537 6,816 6,833
RURAL DEVELOPMENT
RUFal DEVEIOPMENT. .. ...ttt et et e et e e e eeas 5,906 6,100 6,100
FOOD, NUTRITION, AND CONSUMER SERVICES
Food and NULFtION SEIVICE. .. ......vuiis ettt 1,271 1,308 1,328
NATURAL RESOURCES AND ENVIRONMENT
Natural Resources Conservation SErviCe. .........ccoveeveiveiieieiieeiieneeeennnn. 11,337 12,118 11,590
[0 o LT A/ ot TP 33,623 33,705 33,601
Total, NRE. ..o 44,960 45,823 45,191
FOOD SAFETY
Food Safety and INSPECtion SEIVICE... ... ..uuuvuniuiiiieiee e e 9,474 9,671 9,696
RESEARCH, EDUCATION, AND ECONOMICS
Agricultural RESEArch SErVICe. .. ......uuvuiiiieiie e e 8,407 8,430 8,420
National Institute of Food and Agriculture S 382 440 440
Economic Research Service.............cccecevvevennnnn. 387 397 399
National Agricultural Statistics Service...............oooiiiiiii s 1,101 1,144 1,174
Total, REE.....o 10,277 10,411 10,433
MARKETING AND REGULATORY PROGRAMS
Animal and Plant Health Inspection Service...............covviiiiiiiiininnen. 7,743 7,864 7,455
Agricultural Marketing SErviCe. .. .......ovuviuiiiieiie it 3,041 3,083 3,104
Grain Inspection, Packers & Stockyards Administration........................ 647 657 664
Total, MRP....o 11,431 11,604 11,223
DEPARTMENTAL ACTIVITIES
Office 0f the SECIetary.......cevvnie i e 75 87 92
Office of the Chief ECONOMISE..........cccivuiiiii it e 54 54 82
National Appeals DIVISiON.......... ..ot 101 101 98
Office of Homeland SeCUitY........cooeiii it 13 13 19
Office of Budget and Program Analysis...........ccooiviiiiiiiiiiiiiiiiiiiiiiens 56 56 60
Office of Advocacy and Outreach...................... 0 0 15
Office of the General Counsel..... 314 318 318
Office of the Inspector General 576 600 600
Office of the Chief Information Officer 907 1,016 1,041
Office of the Chief Financial Officer..................... 1,195 1,389 1,392
Departmental Administration 514 525 580
Office of Civil Rights............... 120 125 127
Office of COMMUNICALIONS. .. ...uuves e e 88 98 98
Total, Staff OffiCeS. .. ..oveiin e 4,013 4,382 4,522
Total, USDA Federal Staffing..........cooovviiiiiii i 93,869 96,115 95,326
FSA, Non-Federal Staffing......... e 9,605 9,425 9,425
Total, USDA Staffing........coooveiiii i 103,474 105,540 104,751
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User Fee Proposals
(Dollars in Millions)

2010
Agency and Program Budget Authority

Food Safety
Food Safety and Inspection Service:
USEr FEE ProPOSal ........ocviiviiiiiiieiieieec e 0

e This proposal would provide the authority to collect user
fees from plants that require additional inspection
activities because of performance failures, such as
retesting, recalls, or inspection activities linked to an
outbreak. The proposal would generate $4 million in
fees.

Marketing and Regulatory Programs
Animal and Plant Health Inspection Service:
User Fee Proposal ........ccccveiviieiieiece e 0
e This proposal authorizes the Secretary of Agriculture to

prescribe, adjust and collect fees to cover the costs
incurred for activities in relation to the review,
maintenance and inspections connected to licensing
activities associated with the Animal Welfare Act, Virus
Serum Toxin Act, and the Plant Protection Act. The
estimated fees would result in receipts of $19.5 million in
2010, which includes $9 million for animal care and
$10.5 million for Scientific and Technical Services.

Grain Inspection, Packers and Stockyards Administration:
User Fee Proposal .........c.cccveviiieiieiecc e 0
e This proposal would establish a fee for grain
standardization and a Packers and Stockyards license fee.
The proposal would result in approximately $27 million
in fees.
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Proposed Budget-Related Legislation
(Dollars in Millions)

2010
Agency and Program Budget Authority

Farm and Foreign Agricultural Services
Commodity Credit Corporation:
Payment LimMitation.........ccccocoiviriireeneenee s -$58

e Proposes a payment limitation of $145,000 on marketing
loan gains of all forms be implemented for the 2010 and
succeeding crop years. In the proposal CAP would
combine changes made by the 2008 Farm Bill and
provide for an effective payment limitation of $250,000.

Direct Payment Phase Out to Large Farms..........c.ccoccvvvvevveiesinnnnn. -85

e This proposal would phase out direct payments to farm
program participants with average total agricultural sales
in excess of $500 thousand per year. This proposal aids
in targeting direct payment program benefits to operators
of small and medium size farms most in need of a strong
economic safety net.

Eliminate Cotton Storage Payments ..........ccooeveeieiiniieneniieseennas -52

e This proposal would eliminate USDA payments for
cotton storage costs for cotton under loan. Storage
credits for cotton have been found to have a negative
impact on the flow of cotton, resulting in producers
storing for longer than necessary.

Foreign Agricultural Service:
Reform Market Access Program (MAP) ......cccovevveieiieneeie e, -4

e This proposal reduces annual funding for MAP by 20
percent in order to reduce spending and the size of the
Federal deficit. Under this proposal greater emphasis
will be placed on promotion of generic American
products overseas. Funding for overseas brand
promotions will be reduced and benefits that large for-
profit entities indirectly gain as members of trade
associations will be minimized.

114



APPENDIX
- -

Risk Management Agency:
Crop INSUranCe Program ...........cocuveirveeinieesiieesiiee e e 0

e This proposes reforms to Federal crop insurance to
reduce the administrative and operating expense
reimbursement paid to insurance companies, require a
more equitable sharing of the risk between the insurance
companies and the Federal Government, reduce the
catastrophic (CAT) coverage premium rate to better
reflect losses, and increase the CAT administrative fee to
better reflect the liabilities covered under the policy.
Savings begin in 2011 at $429 million.

Food, Nutrition, and Consumer Services
Food and Nutrition Service:
Child Nutrition and WIC Reauthorization...........ccccceeeeeeveeceeceenen.. 1,000

e This proposal enhances Child Nutrition Programs to
improve the quality of meals served, expand participation
among low-income children, and increase nutrition
education, program access, and integrity.  These
resources would make progress toward improving the
nutritional quality of school meals, reducing childhood
obesity, and eliminating childhood hunger by 2015.
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