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PREFACE iii

This Budget Summary describes the fiscal year (FY) 2017 Budget for the U.S. Department of
Agriculture (USDA). All references to years refer to fiscal year, except where specifically noted.
Throughout the Budget Summary, the “2014 Farm Bill” is used to refer to the Agricultural Act
of 2014. Pursuant to the Balanced Budget and Emergency Deficit Control Act of 1985,
sequestration is included in the numbers for mandatory programs in 2015 and 2016. The
sequestration rate for 2015 is 7.3 percent and the rate for 2016 is 6.8 percent.

The Budget Summary is organized into three sections:

* Overview - provides an overview of USDA’s funding.

» Budget Highlights — describes key budget proposals and changes in budget authority and
outlays.

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

Budget and Performance Plan Terms:

* Budget Authority (BA) 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 BA to cover the
obligation.

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

* Program Level (PL) 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, professional services such as research or technical assistance activities, or in-kind
benefits such as commaodities.

» 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.

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. Also, note that the budget authority tables contained in this document reflect
operating levels. In addition, performance goals reflect performance levels at ongoing funding
levels and do not include the effect of supplemental appropriations. Performance data for 2016
and 2017 are estimates and subject to change.

The 2015 Annual Performance Report and 2016 Annual Performance Plan which provides
performance information concerning USDA achievements in 2015 and plans for 2016 can be
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found at http://www.obpa.usda.gov. According to the requirement in the GPRA Modernization
Act (P.L. 111-352), to address Federal Goals in the agency Strategic Plan and Annual
Performance Plan, please refer to http://www.performance.gov for information on Federal
Priority Goals and the agency’s contributions to those goals, where applicable.

The 2017 Cuts, Consolidations, and Savings Volume of the President’s Budget identifies the
lower-priority program activities per the GPRA Modernization Act. The public can access the
volume at: http://www.whitehouse.gov/omb/budget.

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.


http://www.obpa.usda.gov/
http://www.performance.gov/
http://www.whitehouse.gov/omb/budget

OVERVIEW 1

Mission Statement

USDA provides leadership on food, agriculture, natural resources, rural development, nutrition,
and related issues based on sound public policy, the best available science, and efficient
management.

Vision Statement

To expand economic opportunity through innovation, helping rural America to thrive; to
promote agriculture production sustainability that better nourishes Americans while also helping
feed others throughout the world; and to preserve and conserve our Nation’s natural resources
through restored forests, improved watersheds, and healthy private working lands.

2017 Funding Overview

The 2017 request for discretionary budget authority to fund programs and operating expenses is
about $25 billion, about $1 billion below 2016. Discretionary budget authority includes funding
for Special Supplemental Nutrition Program for Women, Infants, and Children (WIC), Rural
Development, food safety, Forest Service, research and conservation activities.

USDA Budget Authority
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Funding for mandatory programs is estimated at $130 billion, about $8 billion below 2016. The
change in mandatory funding is largely due to reductions in the Commodity Credit Corporation
Fund.

USDA'’s total outlays for 2017 are estimated at $151 billion. Roughly 83 percent of outlays,
about $126 billion, are associated with mandatory programs that provide services as required by
law. These outlays include crop insurance, nutrition assistance programs, farm commodity and
trade programs, and a number of conservation programs. The remaining 17 percent of outlays,
estimated at about $25 billion, are associated with discretionary programs such as WIC; food
safety; 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.
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Support for Agriculture — Farmers, ranchers and those working in supporting industries
maintain an agriculture sector that has seen strong growth over the past seven years. Agriculture
and related industries account for about $775.8 billion in economic activity, support one out of
every twelve jobs in the economy, and help to maintain vibrant, thriving rural communities.
America’s farmers and ranchers are expanding into new markets around the world, spurring
innovation, and creating jobs and opportunity on and off the farm. Agricultural exports have
climbed more than 45 percent in value since 2009, totaling $911.3 billion over the past seven
years and set a new record in 2014 at $152.3 billion, more than $11 billion above the previous
record. The 2017 Budget continues a strong farm safety net and makes investments to meet
challenges of a competitive global market, changing climate, and making agriculture a reality for
new and beginning farmers. The Budget will continue to ensure the tools are in place to address
animal disease outbreaks that threaten agriculture productivity.

The 2017 Budget provides:

e Funding for an in-country presence in Cuba to cultivate key relationships, gain
firsthand knowledge of the country’s agricultural challenges and opportunities, and
develop programs for the mutual benefit of both countries. U.S. agricultural exports have
grown significantly since trade with Cuba was authorized in 2000. In 2014, Cuba
imported over $2 billion in agricultural products including $300 million from the U.S.,
and an in-country presence will capitalize on opportunities this nearby market provides
for U.S. agricultural exporters.

e Assistance to support agricultural trade, which reached a record $152.3 billion in
2014, including more than $6.4 billion in trade preserved through resolution of foreign
market access issues in 2014. Agriculture exports have had the strongest seven-year
period of growth in our Nation’s history, with U.S. agricultural product exports totaling
$911.3 billion between 2009 and 2015. Since 2009, USDA has helped challenge 2,098
sanitary and phytosanitary, technical, and other barriers to the export of American
agricultural products, helping to spur record exports of American agricultural products.
In countries without access to adequate commercial credit, the 2017 Budget provides
$5.5 billion for the Export Credit Guarantee program.

e Direct and guaranteed loans to support about 43,000 producers, 80 percent of
whom will be beginning farmers and ranchers, including veterans, and socially
disadvantaged producers. Includes a total loan level of about $6.4 billion for Farm
Service Agency direct and guaranteed farm ownership and operating loans. Since 2009,
USDA has provided about 237,000 loans totaling over $33 billion to farmers and
ranchers. Additional lending opportunities are provided for Indian Country, including
$20 million in loan level for Indian Land Acquisition loans and $10 million in loan level
for the Highly Fractionated Indian Land intermediary re-lending program.

e Resources to assist the next generation of new and beginning farmers and ranchers,
including military veterans, overcome barriers they face when entering agricultural
production.  This investment will support three overarching goals: assisting new
producers in overcoming the most commonly-cited barriers — the inability to access
sufficient capital and to acquire land; expanding financial literacy and business training
tools to help support the development of financially sustainable operations; and,
expanding access and awareness of available resources. Increases include $10 million for
the Outreach and Assistance for Socially Disadvantaged Farmers and Ranchers and
Veteran Farmers and Ranchers Grant Program; $4 million for the Farm Service Agency
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to support regional coordinators within StrikeForce States to facilitate and coordinate
producer outreach and provide support for USDA employees in their region; $5 million
under the Sustainable Agriculture Research and Education Program to support beginning
farmers and ranchers in the adoption of sustainable agricultural practices; $2.5 million for
a new competitive Food and Agriculture Resilience Program for Military Veterans
(FARM-Vets) that will focus on projects involving research, education, and extension
activity for veterans; $3 million under the National Agricultural Statistics Service to
survey beginning farmers on unmet needs or barriers to access to USDA programs; and,
about $0.5 million for the Economic Research Service to expand analysis to examine
differences in adoption of new approaches to meeting changing consumer needs by new
farmers and ranchers, including socially disadvantaged, women, and veterans.

Assistance to the Nation’s farmers and ranchers take advantage of emerging
marketing opportunities for local and regional foods through on-farm research,
support for value-added production and processing, farm-to-school efforts, and venues
such as food hubs. Also includes funding to increase the availability of healthy foods in
underserved areas, which will expand demand for locally and regionally produced food.
Between 2009 and 2014, USDA invested more than $800 million in more than 29,100
local and regional food businesses and infrastructure projects. As a result, the market for
local food has grown to at least $12 billion in 2014 from $5 billion in 2008.

A total of $2.9 billion for agricultural research and related activities, including:
$1.1 billion that will support approximately 700 research projects in over 90 laboratories
of the Agricultural Research Service; $1.4 billion for extramural research, education, and
extension programs of the National Institute of Food and Agriculture; $177 million for
the National Agricultural Statistics Service, and $91 million for the Economic Research
Service. The Budget provides $700 million for Agriculture and Food Research Initiative
(AFRI) competitive research grants, including $375 million in discretionary funding and
$325 million in mandatory funding to address key research needs. Research has been
shown to significantly boost agricultural productivity. Recent outcomes include: new
ways to deal with the influenza virus in pigs; increased milk production with fewer
resources; innovative and effective ways to manage pests; innovations in irrigation
technologies resulting in water savings and improved nitrogen use efficiency; and
increased profitability of farmers and livestock producers despite droughts and increasing
temperatures.

Resources necessary to strengthen animal disease response capabilities. In recent
years, USDA has responded to outbreaks of swine enteric coronavirus disease and highly
pathogenic avian influenza. These outbreaks caused significant industry impacts. While
the Animal and Plant Health Inspection Service has a strong track record of addressing
animal diseases, these two outbreaks have highlighted the need for enhanced staffing to
better respond to animal disease outbreaks and to improve regulation of select agents.
The Animal and Plant Health Inspection Service has experienced a reduction of more
than 200 animal health professionals over the last decade, which has resulted in
challenges implementing response plans. For this reason, the Budget includes an increase
of an increase of approximately $31 million to strengthen animal disease capabilities.

Funding to continue efforts to control feral swine, a harmful and destructive invasive
species. The feral swine population is estimated to be responsible for $1.5 billion in
damage annually. In 2015, APHIS successfully eliminated feral swine from four States.
The Budget includes approximately $20 million for this effort.
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e Funding to continue efforts to increase the demand for biofuels. The Budget includes
$43 million in Commodity Credit Corporation funding to fulfill USDA’s commitment to
assist in the development and support of a commercial advanced drop-in biofuel to be
used for both Department of Defense and private sector transportation. In 2015, USDA
invested $100 million in the Biofuel Infrastructure Partnership (BIP), a partnership
between the Government and States and private partners, to install nearly 5,000 pumps
offering higher blends of ethanol nationwide. With the matching commitments by State
and private entities, the BIP is investing a total of $210 million to nearly double the
number of fueling pumps nationwide that supply renewable fuels to American motorists.
These investments will help to create new markets for agricultural commodities, support
demand and increase prices paid to farmers.

e Support for crop insurance coverage on an estimated $92 billion in crop
production. Since the 2009 crop year, USDA has provided crop insurance protection for
nearly $725 billion in crop production. As of January 15, 2016, indemnities paid for
losses on the 2009-2015 crops have totaled about $64 billion.

e A proposed legislation to make smart and targeted reforms to the crop insurance
program that reduce the cost of the program, while still maintaining a quality safety net
for farmers.

Rural Opportunities — Rural America makes significant contributions to the security,
prosperity, and economic strength of the country but faces significant challenges from declining
population, lagging job growth and persistent poverty. While poverty is a rural, suburban and
urban challenge, the reality is that nearly 85 percent of America's persistent poverty counties are
in rural areas. Of particular concern, rural childhood poverty rates are at their highest point since
1986; over 25 percent of rural children live in poverty compared to 21 percent of children in
urban areas. USDA continues to focus on promoting economic opportunity, creating jobs, and
enhancing the quality of life for those who live in rural America. For example, in the past seven
years, the Department helped more than 1.1 million rural families buy or refinance a home,
helping over 141,000 rural Americans become homeowners in 2015 alone. Since 2009, nearly
18 million rural residents were able to get access to clean drinking water and better waste water
disposal. USDA has supported nearly 112,000 rural businesses through grant and loan support,
creating or saving nearly 450,000 jobs between 2009 and 2015. The 2017 Budget strengthens
USDA support for rural America with a comprehensive set of loan and grant programs and
innovative means to enhance program delivery through a mobile Rural Corps that can more
effectively deliver assistance to persistent and high poverty areas.

The 2017 Budget provides:

e A total of $1.2 billion to support rural business creation and expansion through
loans and grants, which will lead to the creation or preservation of over 55,000 jobs
in rural communities.  This funding will support revolving loan funds and
microentrepreneur development activities in rural areas. Additionally, funding is
provided to support agricultural producers develop and market value added products that
provide higher returns for producers and create jobs in rural areas. The Budget also
supports start-up capital and business expansion in rural areas for high priority activities,
including biobased manufacturing and renewable energy development. USDA will
continue to facilitate private equity investments in agriculture-related businesses through
the Rural Business Investment Company. Currently, USDA programs exist to help
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provide loans or loan guarantees to help rural businesses grow, but many small cutting-
edge businesses also need equity support in addition to or instead of borrowed funds.

e Funding that facilitates the growth of the bioeconomy with a $25 million increase in
competitive research funding under AFRI to support development of biobased energy
sources. Funds would be used to link feedstock development, production, conversion,
and markets in the creation of commercial-scale, advanced biofuels and biobased
products that are compatible with existing infrastructure.

e A total of $6.5 billion in loans for rural electric improvements that will benefit 6
million rural residents, while increasing renewable energy generation and loans and
grants for telecommunications projects to improve services for 100,000 households and
businesses.

e More than triple the current funding for broadband grants that serve the neediest,
most rural communities, which are least likely to have access to high-speed broadband
infrastructure which is a critical foundation to foster job creation. This support is needed
because nearly 20 percent of Americans living in rural areas lack access to advanced
broadband compared to 2 percent in urban areas.

e Improved health, safety and educational facilities that provide critical services to
rural residents. Continued funding for community facilities grants will address
emerging priorities such as Promise Zones, Energy Sector Transition, Generation
Indigenous, and StrikeForce Communities. These funds will allow USDA to be
responsive to community needs, such as modern healthcare facilities and libraries.

e Support for over 166,000 families with homeownership opportunities. Since 2009,
the Rural Housing Service has financed approximately 1.1 million home loans for very
low and low income rural residents.

e Resources to implement innovative strategies to combat rural child poverty,
including $25 million in grants for two-generation demonstration projects — intentionally
aligning high-quality early childhood education with high-quality workforce development
for parents to put the entire family on a path to permanent economic security and positive
life outcomes. These projects will be conducted to address the fact that over 25 percent
of rural youth live in poverty. The Budget also introduces a new rural home visiting
program to serve more high-risk, high-need children and families in remote rural areas.

e Support for the Healthy Food Financing Initiative, which will provide funding to
improve access to affordable, healthy foods in underserved areas. Nationwide, USDA
estimates that 23.5 million people, including 6.5 million children, live in low-income
areas that are more than a mile from a supermarket. This effort will complement work to
help our Nation’s farmers and ranchers take advantage of emerging marketing
opportunities for local and regional foods through on-farm research, support for value-
added production and processing, farm-to-school efforts, and venues such as food hubs.

e Strengthened program delivery through creation of a Rural Corps pilot to provide
mobile technical assistance to needy communities and supports additional staffing for
program delivery in StrikeForce areas.

Conservation for Private Working Lands and National Forests — Farms and forests help
generate rural wealth through agriculture, recreation and tourism, the creation of green jobs and
the production of wood products and energy. These lands are also critical in offering benefits of
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clean air, clean and abundant water and critical wildlife habitat. Continued prosperity and
benefits rely upon careful stewardship of these lands, particularly in the face of a changing
climate. More than half of the Nation’s freshwater flows from public and private forest lands,
with 60 million Americans relying on drinking water originating on the National Forest System.
Improved agricultural production practices generate important environmental benefits for
producers and the public, including quality improvement of ground and surface water, wildlife
habitat, air quality, and soil quality. With regard to wildlife habitat, a noteworthy achievement
was observed in 2015. As a result of our Working Land for Wildlife efforts and the work of our
many partners, 90 percent of the greater sage-grouse’s breeding habitat in the western United
States is protected. Due to this achievement, the U.S. Fish and Wildlife Service has determined
this species does not warrant protection under the Endangered Species Act. The work that led to
this achievement as well as the many other conservation efforts of the Department ensure that
private working lands and national forests are conserved, restored, and made resilient to climate
change, while enhancing the Nation’s water resources.

The 2017 Budget provides:

e A total of $6.7 billion in funding for Farm Bill conservation programs to bring
cumulative enrollment to a historic high of 444 million acres. Includes $1.9 billion in
funding for the Conservation Reserve Program. The Conservation Stewardship Program
(CSP) and Environmental Quality Incentives Program (EQIP) are funded at authorized
levels. This will allow 10 million more CSP acres to be enrolled and will support several
critical efforts including the Sage Grouse Initiative, the EQIP Organic Initiative, and the
Conservation Innovation Grants program. Also, $500 million in funding is provided to
preserve land in agriculture and support habitat for fish and wildlife through the
Agricultural Conservation Easement Program (ACEP). ACEP fosters public-private
partnerships with landowners, Indian Tribes, State and local governments, and
nongovernmental organizations through the use of cooperative agreements or contracts
for easements.

e A total of $263 million, an increase of $35.9 million for the Regional Conservation
Partnership Program (RCPP). RCPP facilitates the delivery of conservation on a
broader scale, while providing additional opportunities for diverse partners to implement
innovative and cooperative conservation projects. RCPP leverages private and public
funds to implement projects across the country to improve the Nation’s water quality,
support wildlife and enhance the environment. Through RCPP, USDA has leveraged
$800 million to support 115 high-impact conservation projects across the Nation that will
improve the Nation’s water quality, support wildlife habitat and enhance the environment.

e A budget-neutral alternative funding approach to wildland fire suppression that
would end the practice of fire transfers and would mitigate the impact of the growing
cost of fire suppression on the Forest Service budget. The growth of the fire programs as
a percent of the agency’s budget and the compounding problem of transfers have a
significant impact on the agency’s ability to accomplish critical work including
restoration work that can reduce fire threats, protection of drinking water source areas,
and recreation investments that support thousands of recreation-related jobs. In this
proposed approach, the 10-year average for the cost of wildfire suppression is fully
funded through a combination of the Forest Service’s discretionary budget and additional
emergency budget resources to provide the necessary funding for wildland fire
suppression, while promoting program integrity within the Forest Service’s other,
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mission critical activities. Additional budget resources are made available to USDA
through a budget cap adjustment to cover wildland fire suppression above the base
appropriation. This approach will allow the Forest Service to stabilize and invest in
programs that restore forested landscapes and prepare the 70,000 communities in the
Wildland Urban Interface to avert and minimize damage from future wildfires.

e The maintenance of 193 million acres of Forest and Grasslands thereby enabling 166
million visitors to enjoy the beauty and serenity of these forests and lands. Visitation
to our national forests and grasslands supports approximately 194,000 jobs and contributes
over $13 billion to the Nation’s economy. This includes continued support for the
President’s America’s Great Outdoors Initiative, helping America’s young people and
our returning veterans become actively engaged in protecting and enhancing our
extraordinary natural and cultural heritage.

e A total of $228 million in discretionary and mandatory funding for Forest Service
Forest Legacy and Land Acquisition as part of the Administration’s full funding of
the Land and Water Conservation Fund (LWCF). In total, for USDA and the
Department of the Interior this request will provide $900 million in discretionary and
mandatory funding for LWCF. The Budget proposes to permanently authorize $900
million in annual mandatory funding. LWCF provides critical support to States to protect
high priority forests from conversion and enhance recreation and support the 194,000
jobs created through recreation, hunting and fishing on Forest Service lands.

e A total of $40 million for the Collaborative Forest Landscape Restoration Program
(CFLRP). CFLRP funds multi-year, landscape scale restoration projects on the National
Forest System, taking an all-lands approach to create a more resilient landscape while
increasing the pace and scale of restoration. CFLRP projects are designed to reduce the
risk of catastrophic fire, while improving water quality, increasing carbon sequestration,
and encouraging the creation of sustainable jobs in rural America.

e An increase of $4.5 million to enhance the enforcement of the Lacey Act. This
funding will be used to make submission of mandated declarations easier for importers,
providing law enforcement agencies improved access to declarations, thereby facilitating
enforcement.

Food Security and Safety — A plentiful supply of safe and nutritious food is essential to the
healthy development of every child in America and to the well-being and productivity of
every family. USDA has collaborated extensively with other Federal partners to safeguard the
food supply, prevent foodborne illnesses and improve consumers’ knowledge about the food
they eat. Since 2009, the number of illnesses attributed to products regulated by the Food Safety
and Inspection Service (FSIS) declined by more than 46,000 on an annual basis, or nearly 11
percent. USDA'’s nutrition assistance programs help reduce food insecurity, improve nutrition
and reduce obesity by ensuring that children and families have access to healthy diets in
schools and child and adult care facilities and ensuring that families have the means to purchase
food. Over the course of a year, one in four Americans will be served by one of USDA'’s
nutrition assistance programs designed to prevent hunger and obesity.  Successful
implementation of the Healthy, Hunger Free Kids Act has provided significant improvements
in the nutritional quality of school meals, with 97 percent of participating schools meeting the
improved meal standards. In addition to improving access to healthy foods, USDA provides
nutrition education and engages in targeted outreach to ensure Americans are equipped to make
healthy choices. USDA has also made significant improvements in program delivery, with a
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reduction in Supplemental Nutrition Assistance Program (SNAP) payment errors by about 15
percent between 2009 and 2014.

Food security is important for sustainable economic growth of developing Nations and the long-term
economic prosperity and security of the United States. Unfortunately, food insecurity is expected to
rise. In 2000, USDA estimated that 37.4 percent of the population of 76 low- and middle-income
developing countries were food-insecure. By 2012, this dropped to 20.6 percent, largely due to
increases in the total area harvested, while yields remained constant or declined. Continued growth
in the area harvested is not sustainable, thus food insecurity is expected to rise to 24.4 in 2018.
USDA'’s Food for Progress and the McGovern-Dole International Food for Education and Child
Nutrition Program have provided benefits to millions of people overseas. These programs have
helped to engage recipient countries not only by delivering food assistance, but also by fostering
stronger internal production capacity and infrastructure, generating employment, boosting
revenue, and developing new markets and productive economic partnerships.

The 2017 Budget provides:

Funding for projected participation in nutrition assistance programs, including:
o0 Average monthly participation of 44.5 million in SNAP.

o 32 million children to be served school lunches and about 15 million to be served
school breakfast each day.

o0 Average monthly participation of 8.1 million women, infants, and children who will
get better nutrition through the WIC program.

Better means to address child hunger during the summer. Based on the success of
the Summer Electronic Benefit Transfer for Children (SEBTC) demonstration projects,
the Budget proposes an increase of $12.2 billion over 10 years to make the program
permanent and begin phased-in nationwide expansion. With an initial investment in 2017
of $146 million, almost one million children would receive benefits in the first year. In a
related effort to address hunger in the summer, the Budget provides $10 million for the
Summer Food Service Program for demonstration projects of non-congregate meal
services by States and Indian Tribal Organizations in rural areas. Further, it provides
$26 million to expand SEBTC demonstration projects.

Easier access to SNAP by the elderly by helping States use data matching in lieu of
reporting requirements for these generally stable households. The Budget also proposes
an almost $14 million increase in the Commodity Supplemental Food Program to support
the current number of elderly individuals served and expand caseloads in States by
20,000 slots.

Improved program integrity for Child Nutrition Programs and SNAP aimed at
reducing waste, fraud and abuse and ensure that program resources are targeted to those
most in need. The Budget provides increased funding to develop and manage a
framework related to reducing improper and erroneous payments while also ensuring
proper implementation of the school meals programs. The Budget also increases funding
to improve the accuracy and effectiveness of SNAP’s quality control system and provides
funding to States to promote integrity education to SNAP clients.

Support for development of the first-ever dietary guidelines for children birth to
two years. The dietary guidelines have a significant impact on nutrition in the United
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States because it forms the basis of Federal nutrition policy and programs; helps guide
local, State, and national health promotion and disease prevention initiatives; and informs
various organizations and industries. The DGA has traditionally focused on adults and
children 2 years of age and older. Infants and toddlers from birth to 24 months of age and
pregnant women have not been a focus in previous versions of the DGA because of their
unique nutritional needs, eating patterns, and developmental stages.

e Better protection for Americans from foodborne illnesses with close to 30,000 fewer
ilinesses projected in 2017 from 2015 as a result of FSIS food inspection. The Budget
includes $8.5 million for FSIS to further modernize its science-based decision-making
process by developing and deploying new tools to reduce the prevalence of foodborne
illnesses.

e $182 million for the McGovern-Dole Food for Education and Child Nutrition
program, which will support assistance to 3.4 million individuals in food insecure
countries in 2017. In addition, the Budget includes $20 million for the Local and
Regional Food Aid Procurement program, which includes $5 million within McGovern-
Dole, to support development projects that will assist 68,000 individuals.

Innovation — USDA has a long history of fostering research and innovation that has helped
agricultural production thrive to the benefit of all Americans. In 1929, approximately 20 percent
of disposable personal income went to paying for food consumed in the home. By 2014, the
latest year for which data are available, this amount stood at approximately 6 percent. Economic
analysis shows that long-term agricultural productivity is fueled by innovations in animal/crop
genetics, chemicals, equipment, and farm organization that result from public and private
research and development. Progress continues in support of technological development and the
biobased economy. As a result of research by USDA scientists, between 2009 through 2015,
USDA filed 883 patent applications with the U.S. Patent and Trademark Office and was issued
429 patents. In 2015, USDA held 421 income-bearing licenses. It also had 301 cooperative
research and development agreements, of which 106 involved small businesses. Agricultural
innovation is increasingly important as rural America faces the evolving threat of a changing
climate.

The 2017 Budget provides:

e A total of $2.9 billion for agricultural research, education, and extension activities,
including $700 million for competitive grants through the AFRI including $325 million
in mandatory AFRI funding for research and development that would bring the program
up to its authorized level. In addition, ARS scientists will work on about 700 research
projects.

e About $61 million to address antimicrobial resistance in pathogens of humans and
livestock, and to seek answers to key questions about the relationships among microbes
and livestock, the environment, and human health as part of a coordinated Federal
strategy.

e Additional research on the effects climate change and to develop adaptive strategies
and technologies to address its impacts. Related research on water resources will
increase water use efficiency; improve water management practices; improve the
sustainability of key groundwater resources; and enhance the development of
technologies for use of non-traditional waters, such as treated wastewaters, salty waters,
and agricultural return flows.
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e $36 million for research to address the decline of pollinator health with a goal of
ensuring the recovery of pollinators in consultation with EPA and other relevant Federal
partners.  Pollinators are critical to our Nation’s economy, food security, and
environmental health. Honey bee pollination alone adds more than $15 billion in value to
agricultural crops each year, and provides the backbone to ensuring the availability of a
variety of fruits, nuts, and vegetables.

e An increase of $7 million to enhanced research and extension efforts in tribal areas
through 1994 Institutions and the Federally Recognized Tribes Extension Program
(FRTEP). This latter increase will effectively double the number of FRTEP staff
engaged in 4-H activities to 72, helping to serve more tribal youth.

e Strengthened USDA abilities to examine the relationships between food programs,
policies, and food choices, and address emerging interests in sustainable food
systems, by funding an update to the 2012 National Household Food Purchase and
Acquisition Survey. The Survey will enhance information on the food purchase patterns
of Americans by adding representative populations of participants from the Special
Supplemental Nutrition Program for Women, Infants and Children (WIC) and school
meal programs, and integrating the purchased foods to their equivalent agricultural food
commaodities.

Modernization — While providing record levels of service to rural America, USDA has
improved the management operations of the Department. Through the Blueprint for Stronger
Service, USDA has taken proactive steps to reduce spending, streamline operations and cut
costs. These proactive steps have enhanced the ability to carry out the Department’s mission-
critical work, while ensuring that USDA's millions of customers across America receive
stronger service. Through the Blueprint, USDA has achieved over $1.4 billion in savings and cost
avoidance in the management and administrative areas that support Departmental operations.
Continuing this work, the Department is focused on improving management of its real property
assets and by increasing the efficiency of procurement through enhanced strategic sourcing —
particularly in the areas of information technology and fleet. The 2017 Budget builds on the
success achieved to date and proposes other program reforms.

The 2017 Budget provides:

e Funds to strengthen SNAP Employment and Training by proactively engaging,
supporting, and guiding State agencies and their partners in developing innovative,
demand-driven training programs that empower SNAP recipients to attain self-
sufficiency.

e Resources to continue modernization of the headquarters facilities to eliminate
leased space and address critical life/safety deficiencies through a phased
modernization of the USDA headquarters complex, including the 80 year old South
Building.

e Expanded cyber security assets to protect the USDA network through the acquisition
of more robust scanning tools and services to better protect the data and sensitive
information of employees and customers of the Department.

e Key research infrastructure investments include addressing the backlog of USDA’s
key laboratory construction and renovation needs, consistent with the 2012 Capital
Investment Strategy, including the Agricultural Research Technology Center in Salinas,
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CA, where research is done on alternatives to methyl bromide and development of
scientifically based organic crop production practices for weed, insect, and disease
control, as well as the Foreign Disease-Weed Science Research Laboratory in Ft. Detrick,
MD.
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MISSION AND RELATIONSHIP TO STRATEGIC GOALS

The Farm and Foreign Agricultural Services (FFAS) mission area has responsibility for the
delivery of programs and services that focus on supporting a sustainable and competitive U.S.
agricultural system. According to a report by the Economic Research Service, cash receipts for
all commodities are expected to fall by nearly $41.5 billion in 2015. This decline largely reflects
falling commodity prices, which are lower for a broad set of agricultural commodities in 2015
relative to recent years. This decrease in cash receipts shows the importance of the USDA farm
safety-net and farm credit programs. These programs assist America’s farmers and ensure that
agriculture continues to provide the foundation for prosperity in rural areas as well as being a
critical element of the Nation’s economy. Sixteen million Americans are employed directly in
agriculture, or in agriculture related industries. Fourteen percent of all manufacturing jobs are
related to food processing and food manufacturing.

American agriculture set the three highest records for agricultural exports in 2013, 2014, and
2015. Exports for 2015, the third highest record, were $139.7 billion. Exports helped agriculture
to be one of the bright spots in the economy. U.S. agricultural exports continue to outpace U.S.
agricultural imports since 1960, generating a surplus in U.S. agricultural trade. The period of
2009 to 2015 stands as the strongest seven-year period for agricultural exports in our nation’s
history, with a total export value of more than $911 billion. The 2009 to 2015 U.S. agricultural
exports totaled over $411 billion more than the previous seven fiscal years.

Crop insurance is a critical component of the farm safety net. It is designed to ensure that
farmers and ranchers effectively manage their risk through difficult periods, helping to maintain
America's food supply and the sustainability of small, limited resource, socially disadvantaged
and other traditionally underserved farmers. Since 2009, farmers have collected approximately
$63 billion in crop insurance indemnities. As of December 31, 2015, USDA has paid out $4.5
billion for 2015 crop year losses. Throughout 2015 RMA continued the initiatives set forth by
the 2014 Farm Bill, including expansion of Supplemental Coverage Option (SCO) and Stacked
Income Protection Plan (STAX), making available the Yield Exclusion Option for producers,
and rolling out Whole Farm Revenue Protection, which will be available in every county in the
U.S. in 2016.

In 2015, USDA enrolled 1.76 million farmers in the Agriculture Risk Coverage (ARC) and Price
Loss Coverage (PLC) programs by conducting an unprecedented education campaign. ARC and
PLC are a part of the farm-safety net, providing assistance only when there are year-to-year crop
revenue or commodity downturns. As of January 7, 2016, ARC and PLC have provided nearly
$5.2 billion in financial assistance for crop year 2014, to more than 900,000 farms.

USDA continues to provide tools for America’s farmers to be good stewards of the land. The
Conservation Reserve Program (CRP) marked 30 years of protecting and conserving
environmentally sensitive land in 2015. CRP is protecting more than 170,000 stream miles with
riparian forest and grass buffers, enough to go around the world 7 times. Since 1985, the
program has sequestered an annual average of 49 million tons of greenhouse gases, equal to
taking 9 million cars off the road; prevented 9 billion tons of soil from erosion, enough to fill 600
million dump trucks; and reduced nitrogen and phosphorous runoff by 95 and 85 percent,
respectively. As of November 30, 2015, 23.5 million acres were enrolled in CRP. CRP offers
participants the opportunity to reduce atmospheric greenhouse gas concentrations to mitigate
climate change, while achieving other environmental benefits.
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Since 2009, USDA has significantly expanded the availability of farm credit. USDA has
provided about 237,000 loans totaling over $33.3 billion to family farmers, including beginning,
underserved, and veteran farmers and ranchers. USDA operates a microloan program to better
serve the unique financial operating needs of beginning, niche and the smallest of family farm
operations. Operating under the authorities of the direct operating loan program, the microloan
program offers more flexible access to credit and serves as an attractive loan alternative to credit
cards for smaller farming operations like specialty crop producers and operators of community
supported agriculture. These smaller farms, including non-traditional farm operations, often face
limited financing options. Since program inception in 2013, USDA has assisted 16,000 small,
underserved and new farmers though the microloan program. In FY 2015, about 6,600
microloans were made, with 70 percent of the loans made to new farmers.

The FFAS mission area contributes to multiple USDA Strategic Goals. Specifically, to assist
rural communities, the FFAS mission area: (1) supports a strong financial safety net including
providing access to credit for farmers and ranchers who are temporarily unable to obtain
commercial credit such as beginning farmers and socially disadvantaged farmers and ranchers;
and (2) promotes the vitality of rural America by improving access to international markets,
providing credit guarantees for U.S. farm exports, and supports industry efforts to develop new
markets. In support of ensuring private working lands are preserved, the FFAS area: (1) protects
watershed health to ensure clean and abundant water; and (2) enhances soil quality to maintain
productive working cropland. Finally, in support of agricultural production, FFAS promotes the
international acceptance of new technologies, and promotes sustainable, productive agricultural
systems and trade in developing countries to enhance global food security. The work of the
FFAS mission area is carried out by its three agencies, the Farm Service Agency (FSA), the Risk
Management Agency (RMA), and the Foreign Agricultural Service (FAS).
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FARM SERVICE AGENCY (FSA)

FSA supports the delivery of farm loans, commaodity, conservation, and disaster assistance, and
related programs. FSA provides administrative support for the Commodity Credit Corporation
(CCC), which funds most of the commodity and export programs, and some of the USDA
conservation programs. FSA delivers its programs through more than 2,100 local and regional
Service Centers, 50 State Offices, and an area office in Puerto Rico.

Farm Service Agency

Budget Authority
(Dollars in Millions)

2015 2016 2017

Program Enacted Estimate Budget
Discretionary:
FSA Salaries and Expenses:
Salaries and Expenses (Direct Appropriation)............c.cccceoevvenne. $1,200 $1,200 $1,210
Transfer from Program ACCOUNLS............coovvivrvireeeeese i 310 310 310
Total, Salaries and EXPenSes a/..........ccccveeviiiveeiiiiineeiiiiinenns 1,510 1,510 1,519
Agricultural Credit Insurance Fund Program Account:
Transfer to FSA Salaries and EXPenSes..........ccccvvveeeviivveeeeiinnnnn. (307) (307) (307)
L0AN SUBSIAY.......eeeeeiiiiieee e 79 69 83
Loan Program EXPeNnSES..........cueviieiiiniiiiiiiiieee e 8 8 10
Total, Agricultural Credit Insurance Fund Program Account.... 87 77 93
State Mediation Grants.............cocvveiiiieniiieiiieeie e 3 3 3
Grassroots Source Water Protection Program............ccccceeeviveneenns 6 7 0
Total, Ongoing Discretionary Programs............ccccooeveeiiiveeniinens 1,606 1,597 1,616

Other Funding: b/

Reforestation Pilot Program............ccccceeeeiiiiiiiiiiencccce i, 1 1 0
Geographically Disadvantaged Farmers and Ranchers................ 2 2 0
Emergency Conservation Program...........cccccooevevvvvireeeeessseennn, 9 108 0
Emergency Forest Restoration Program...........c.cccveeeiiiveneennne 3 6 0
Total, Other FUNAING..........ccooiiiieiiiiiie e 15 117 0
Total, Discretionary Programs............ceouvveeeriiieeeesiiieeeesnineens 1,621 1,713 1,616
Mandatory:
Dairy Indemnity Program...........cccooveeiieeeniieeeniieeniee e 1 1 1
Pima Agriculture Cotton Trust Fund............cccoovvviiiiineee e, 15 16 16
Agricultural Wool Apparel Manufacturers Trust Fund................... 28 30 30
Total, Mandatory Programs............ccccoeveeiiveeiiieeiiiiesiiee s 44 47 47
Total, Farm ServiCe AQENCY.......ccuurieeiiiieeeeeieeeeesiiee e e sieee e e 1,664 1,760 1,662

a/ In addition, the 2014 Farm Bill provides FSA with $100 million in FY 2014 for implementation costs and $10 million in
FY 2015 and in FY 2016 contingent upon the implementation of the Acreage Crop Reporting Streamlining Initiative.

b/ Provided through general provisions.
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Agricultural Credit Insurance Fund
Farm Loan and Grant Programs
Program Level (PL) and Budget Authority (BA)
(Dollars in Millions)
2015 2016 2017
Program Enacted Estimate Budget
PL BA PL BA PL BA

Farm Operating Loans:

Guaranteed Unsubsidized................ccceveeeiiiineeen. $1,393 $15 $1393 $14 $1432 $15
D 1111 VO 1252 63 1252 54 1460 62
Total, Operating LOaNnS............cccoevvvvvvvrrenieeeennnn 2645 78 2645 68 2892 77
Farm Ownership Loans:
Guaranteed Unsubsidized...............ccoeeeiveeeiiiivvnnnnn. 2,000 0 2,000 0 2,000 0
D 11111 VO 1,500 0 1,500 0 1,500 0
Total, Ownership Loans............ccccvveeeviiivineeeennnn, 3,500 0 3,500 0 3,500 0
Emergency LOans.........coovviviiiiiiiieee e 35 1 35 1 23 1
Indian Land Acquisition Loans...........cccccveeviveeniineen. 2 0 2 0 20 0
Indian Fractionated Land Loans.............ccoeeeeeeeeeeennnn. 10 0 10 0 10 3
Boll Weevil Eradication...............ccccvvvvvvvvvveveennennnnnnns 60 0 60 0 60 0
Conservation Loans:

GUATANEEE.........oevieieiieeeieeeeeee s 150 0 150 0 150 0
Total, Ongoing Farm Loan Programs........................ 6402 79 6402 69 6,655 81
Grants:

Individual Development Grants............cccccoovveenee. 0 0 0 0 2 2
Total, Farm Loan and Grant Programs...................... 6402 79 6402 69 6,657 82

Farm Loan and Grant Programs — The farm loan programs serve as an important safety net
for America’s farmers by providing a source of credit when they are temporarily unable to obtain
credit from commercial sources. In order to meet the continued demand for farm credit, the 2017
Budget provides $6.7 billion for farm loans, $255 million higher than the level provided in 2016.
FSA anticipates continued strong demand for its farm loan programs in 2017 as a result of
relatively high production costs and increased operating capital needs.

The 2014 Farm Bill gave FSA more flexibility in setting the criteria for types of entities eligible
for farm loans, allowed FSA to provide more favorable terms for certain farm loans, raised the
maximum loan amount for microloans to $50,000, and provided the authority for FSA to offer a
relending program for purchasers of Highly Fractionated Indian Land.

The 2017 Budget supports an estimated 43,000 farmers and ranchers by financing operating
expenses and providing opportunities to acquire a farm or keep an existing one. The availability
of farm operating loans provides farmers with short-term credit to finance the costs of continuing
or improving their farming operations, such as purchasing seed, fertilizer, livestock, feed,
equipment, and other supplies. For farm operating loans, the 2017 Budget provides about $1.5
billion for direct loans and $1.4 billion for guaranteed loans. The requested loan levels will serve
an estimated 29,800 farmers, about 24,000 of whom will receive direct loans and 5,800 will
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receive guarantees. For farm ownership loans, the 2017 Budget requests $1.5 billion in direct
loans and $2.0 billion for guaranteed loans. The 2017 loan levels will provide about 12,800
people with the opportunity to either acquire their own farm or keep an existing one; about 8,300
borrowers will receive direct loans and 4,500 will receive guaranteed loans.

Farm Loan and Grant Programs
Program Level
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3,500 -

3,000 -

2,500 -
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FY 2015 FY 2016 FY 2017

mDirect Loans and Grant Programs @ Guaranteed Loans

A portion of both direct and guaranteed farm operating and ownership loan funds is targeted to
beginning and socially disadvantaged borrowers. Key performance metrics for the farm loan
programs measure the programs' success in providing access to credit for beginning farmers,
racial and ethnic minority farmers, and women farmers.

Actual Target

Key Performance Measure
2012 | 2013 | 2014 | 2015 | 2016 | 2017

Percentage Direct and Guaranteed lending to

Socially Disadvantaged Farmers (SDA) 13.3 13.6 14.2 15.0 14.0 141
Percentage Direct and Guaranteed lending to
Beginning Farmers (BF) 68.8 70.0 79.2 85.6 76.5 77.5

Note: Metric is calculated by dividing the total number of SDA (or BF) borrowers in FSA’s loan portfolio at the end of a fiscal year by the total
number of SDA (or BF) farmers identified in the 2007 Ag Census who had $10,000 or more of gross farm sales and any interest expense.

The 2017 Budget includes $22.6 million loan level for emergency (EM) loans. Demand for EM
loans is difficult to predict; funding is requested to ensure that support is available in the event of
a natural disaster. The Highly Fractionated Indian Land (HFIL) loan program will continue to be
funded at $10 million. As authorized in the 2014 Farm Bill, FSA will offer this program as an
intermediary re-lending program providing loans to eligible lenders to establish a revolving loan
fund, which will be used to make loans to Tribes and tribal members to purchase fractionated
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interests of real estate. The Budget requests a loan level of $20 million for Indian Land
Acquisition loans, an increase in $18 million from 2016. No additional budget authority is
required to provide the increased loan level. The program level funding for boll weevil
eradication loans remains at $60 million, the same level provided in 2016.

The Consolidated Farm and Rural Development Act authorizes an Individual Development
Account (IDA) pilot program to provide for matching-fund savings accounts for beginning
farmers or ranchers to be used for certain farm-related expenses. The 2017 Budget funds IDAs
at $1.5 million.

Funding for State mediation grants is proposed at $3.4 million, the same level provided in 2016.
These grants are made to States to help support certified programs that provide alternative
dispute resolution on a wide variety of agricultural issues. Mediation benefits family farmers,
including many low-income and socially disadvantaged farmers who, because of mediation, are
often able to resolve credit and other issues and remain on the farm.

Commodity Credit Corporation
Budget Authority
(Dollars in Millions)

2015 2016 2017

Program Enacted Estimate Budget
Mandatory:
Commaodity Credit Corporation Fund..............ccccovviieniiienniiennnnne. $2,077  $20545  $12,812
TobacCo Trust FUNA @/........ccveeiiiiiiiiiieiice e 98 0 0
Total, Commodity Credit Corporation...............coceevveevveeiieeennen. $2,175 $20545  $12,812

a/ The program expired at the end of FY 2014, but funds sequestered in FYY 2014 were restored in FY 2015. These funds
were made available to carry out corrective actions, process pending payments for existing contracts, and de-obligate funds
for contracts with unpaid obligations to close out the program. There is no authorization to collect funds after FY 2015.

Commodity Credit Corporation — The Commodity Credit Corporation (CCC) provides
funding for commodity programs administered by FSA and many Farm Bill programs such as
the conservation programs administered by FSA and the Natural Resources Conservation Service
(NRCS) and export programs administered by Foreign Agricultural Service (FAS). CCC
borrows funds needed to finance these programs from the U.S. Treasury and repays the
borrowings, with interest, from receipts and from appropriations provided by Congress.

The commodity programs are critical components of the farm safety net, serving to expand
domestic market opportunities and provide risk management and financial tools to farmers and
ranchers. Net CCC expenditures for commodity payments in 2016 are significantly above the
2015 level, primarily as a result of timing differences associated with the 2014 Farm Bill
commodity programs. Prior to enactment of the 2014 Farm Bill, the 2015 commodity program
payments would have been primarily composed of 2014-crop direct payments and 2013-crop
counter-cyclical payments from the Direct and Counter-Cyclical Program (DCP), and Average
Crop Revenue Election (ACRE) payments. However, the 2014 Farm Bill terminated the DCP
and ACRE programs effective with the 2014 crop and authorized in their place the Agriculture
Risk Coverage (ARC) and Price Loss Coverage (PLC) programs. Under the terms of the 2014
Farm Bill, the 2014 crop year ARC and PLC payments could not be made until after October 1,
2015 (i.e. fiscal year 2016). As a result, the 2016 commodity program payments reflect an
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increase of about $5.5 billion above the 2015 level due to this timing shift. The final Counter-
Cyclical and ACRE payments available under the 2008 Farm Bill are reflected in the 2015
commodity program payments.

In addition, 2015 commodity program payments for upland cotton reflect about $484 million in
payments for the 2014 crop year under the Cotton Transition Assistance Payment (CTAP)
program for upland cotton. CTAP was authorized in the 2014 Farm Bill for crop years 2014 and
2015 to provide payments to growers of upland cotton as they transition from direct payments to
the new Stacked Income Protection Plan (STAX) administered by the Risk Management
Agency. Most cotton-producing counties had STAX available for the 2015 crop year and
therefore were not eligible for CTAP payments. CTAP payments decreased from $484 million
in 2015 (for the 2014 crop year) to just $1 million in 2016 (for the 2015 crop year).

Commodity Credit Corporation
Net Outlays
(Dollars in Millions)

2015 2016 2017

Program Enacted Estimate Budget
Commodity Programs:
Commaodity Payments
D] T PO PSSP $24 0 0
ACRE. ... 279 0 0
Loan Deficiency Payments...........cc.covevveevieeiieeiciiecieecie e 174 $121 $169
Agriculture Risk Coverage/Price Loss Coverage....................... 0 5,545 9,618
Cotton Transition AsSIStance Program...........cocveeviveeeiueeesiinens 484 1 0
Dairy Margin Protection Program ..........cccccoevvvveeeiiiinieeesinennnn. a/ 1 180
OBNBI . 306 1,075 239
Subtotal, Commodity Payments............ccccevvereeiiiirreeeiiiineeens 1,266 6,743 10,205
DT Y= 1] (=] 2,626 636 482
Noninsured Crop Disaster Assistance Program.............cc.cceevueeens 125 147 154
Bio-based Fuel Production..............cccovviiiiieiiiiiiiicec e 0 43 43
Biomass Crop Assistance Program (BCAP) ......cccccovivvviiieiniinnns 7 10 24
AlLOLNET DY 658 636 393
Total, CCC Commodity Programs ..........ccccceeeeviiiiivvineeneeeeeennns 4,682 8,214 11,300
Conservation Programs:
Conservation Reserve Program..........ccccccovvvveeeeiiiiiieeesiiiiee e 1,736 1,836 1,917
Emergency Forestry Conservation
RESEIVE Program........ccoocuiiiiiiiiieiee et 5 6 6
Total, Conservation Programs.............c.ccovivvreeeiiiiiieeesiiiiene e 1,741 1,841 1,923
Export Programs:
Quality Samples Program ..........ccoocveeiieieniiieiiiie e 2 3 3
Market Access Program (MAP)........cooiiiieiiiiieee e 192 185 192

Foreign Market Development (Cooperator) Program..................... 31 32 33
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Commodity Credit Corporation
Net Outlays — continued
(Dollars in Millions)

2015 2016 2017

Program Enacted Estimate Budget
Technical Assistance for Specialty Crops Program.............cc.c...... 6 8 9
Total, EXpOrt Programs .........ccccuvevevrieee e ee e 230 228 237
Total, CCC FUN ....ccvviieiiiec e 6,654 10,283 13,460
Other CCC Activities:

CCC Export Loans (including Liquidating Account) .................... 10 13 10
Tobacco Trust FUNd .........ccoviiiiiiieiiiii e 261 0 0
Pima Agriculture Cotton Trust Fund ..........ccccovvvveeeeiiiiiiiieee, 15 16 16
Agricultural Wool Apparel Manufacturers Trust Fund ................. 29 30 30

Total, Other CCC ACHIVIEIES .....vveeeeee e 315 59 56
TOtal, CCC e 6,969 10,342 13,516

a/  Fundingis less than $500,000.

b/ Includes minor commodity program costs, reimbursable agreements, interest, working capital, CCC operating expenses,
ocean transportation for export donation, and all other miscellaneous expenses.

Commodity Programs — The commaodity programs are critical components of the farm safety
net, serving to expand domestic market opportunities and provide risk management and financial
tools to farmers and ranchers. These programs provide protection against adverse market
fluctuations; hence, outlays for many of these programs vary significantly from year to year as
market conditions change.

The 2014 Farm Bill authorized the Agriculture Risk Coverage (ARC) and Price Loss Coverage
(PLC) programs, replacing provisions from previous programs including the counter-cyclical
portion of the Direct and Counter-Cyclical Program (DCP), the Supplemental Revenue
Assistance Payments (SURE) and the Average Crop Revenue Election (ACRE) programs.
Unlike DCP, ARC and PLC provides assistance only when there are revenue or price downturns.
Under ARC, producers were given the choice to elect ARC-County (ARC-CO) or ARC-
Individual (ARC-IC). ARC-CO offers revenue production on a county basis and ARC-IC offers
revenue protection on an individual farm basis. In 2015, all operators on a farm were required to
make a one-time election of ARC and/or PLC for each of their covered commodities. Producers
were able to elect PLC or ARC-CO on a commodity-by-commodity basis, but ARC-IC had to be
elected on a farm basis. Payments under PLC occur if the U.S. average market price for the crop
is less than the reference price set in statute, therefore offering price protection. Payments under
ARC-CO occur when actual crop revenue is below the ARC revenue guarantee for a crop year.
Under ARC-IC, payments are issued when the actual individual crop revenues, summed across
all covered commodities on the farm, are less than ARC individual guarantees summed across
those covered commodities on the farm. ARC and PLC provide protection against adverse
commodity price and yield fluctuations; hence, outlays for the programs may vary significantly
from year to year as market and growing conditions change. ARC and PLC payments are issued
on October 1 of the subsequent crop year or when the Marketing Year Average for the covered
commodity is published by USDA, whichever is later. The first ARC and PLC payments were
made in fiscal year 2016 for the 2014 crop year.
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In addition, the 2014 Farm Bill authorized the Margin Protection Program for Dairy (MPP-
Dairy) replacing provisions from the Milk Income Loss Contract (MILC) Program. MPP-Dairy
offers protection to dairy producers when the difference between the all milk price, as reported
by the National Agricultural Statistics Service, and the average feed cost — “the margin” — falls
below a certain dollar amount selected by the producer. Participating dairy operations establish
their production history upon initial registration, and all producers in the participating dairy
operation must provide adequate proof of the dairy operation’s quantity of milk marketed
commercially. For existing dairy operations, the production history was established using the
highest annual milk production marketed during the full calendar years of 2011, 2012 or 2013.
Catastrophic Coverage (CAT) of $4 margin coverage level at 90 percent of the established
production history requires no premium payment, but the dairy operation must pay the $100
administrative fee. For increased protection, dairy operations may annually select a percentage
of coverage from 25 to 90 percent of the established production history in five percent
increments and a coverage level threshold from $4.50 to $8 in 50 cent increments, for an
additional premium payment. Dairy operations may only select one coverage level percentage
and coverage level threshold for the applicable calendar year.

The Cotton Transition Assistance Payment (CTAP) program for upland cotton was authorized in
the 2014 Farm Bill to provide payments to growers of upland cotton as they transition from
direct payments to the new Stacked Income Protection Plan (STAX) insurance coverage
administered by the Risk Management Agency. CTAP was only available for the 2014 and 2015
crop years.

Commodity Credit Corporation Fund
Commodity Payments Net Outlays
(Dollars in Millions)

2015 2016 2017

Program Enacted Estimate  Budget
Commodity:

FEEA GIAINS......cvviviiiieiee et $247 $4,128 $5,152
WHEAL ... 143 682 1,514
RICE .ttt s 18 463 436
Upland and Extra Long Staple Cotton ...........ccccoovvviiiinniiiiiiinns 1,013 548 597
TODACCO /... -225 0 0
DAINY @/t -66 -37 173
Soybeans and ProdUCTS............coveveereieieeieee e 30 370 1,286
PRANULS ... 74 504 870
MiNOT OHISEEUS .......voviveiiiiese e 6 65 131
Vegetable Oil PrOGUCES .........oveiiviiiiiiiiscese s 21 17 29
Other COMMOUILIES. .......voveveeeierieie e 6 3 16

Total, Commodity Payments bl...........cccocvovviiiiiiiiinieieicces 1,266 6,743 10,205

a/  Negative amounts reflect excess of receipts versus outlays.

b/ Table contains net outlays by commodity for several CCC programs, including the commodity payment programs (such as
ARC/PLC, CTAP, MPP-Dairy, etc.) and commodity purchases for domestic and foreign food aid programs.
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Commodity Credit Corporation
Farm Service Agency Conservation Programs

Budget Authority
(Dollars in Millions)

2015 2016 2017

Program Enacted Estimate Budget
Conservation ReServe Program............ccccvuvveeiiiieeeiiieeeesiiee e $1,736 $1,836 $1,917
Emergency Forestry Conservation Reserve Program....................... 5 6 6
Total, Conservation Programs.............ccceeevveevieeieeiieiieeeeeseeannea $1,741 $1,841 $1,923

Conservation Programs — Conservation programs administered by FSA and NRCS are funded
through the CCC. These programs help farmers adopt and maintain conservation systems that
protect water and air quality reduce soil erosion, protect and enhance wildlife habitat and
wetlands, conserve water, and sequester carbon.

Conservation Reserve Program (CRP) — The purpose of CRP is to assist farm owners and
operators in conserving and improving soil, water, air, and wildlife resources by converting
highly erodible and other environmentally sensitive acreage normally devoted to the production
of agricultural commodities to a long-term resource-conserving cover. CRP participants enroll
in contracts for periods from 10 to 15 years in exchange for annual rental payments and cost-
share and technical assistance for installing approved conservation practices. Amounts for CRP
include financial and technical assistance. In addition to highly erodible cropland, CRP also can
enroll cropland and marginal pastureland in areas adjacent to lakes and streams that are
converted to buffers, and cropland that can serve as restored or constructed wetlands, cropland
contributing to water quality problems, and cropland converted to valuable wildlife habitat. CRP
offers participants the opportunity to reduce atmospheric greenhouse gas concentrations to
mitigate climate change, while achieving other environmental benefits.

The 2014 Farm Bill reauthorized CRP through September 30, 2018, and replaced the previous 32
million acre enrollment cap with caps declining to 24 million acres in 2017 and 2018. Also
included is authority for up to $10 million in incentive payments through 2018 to encourage tree
thinning and $33 million for Transition Incentive Payments (TIP) through 2018. TIP provides
retiring land owners and operators with an incentive to return land to production on an expiring
CRP contract in a way that preserves established conservation practices. It also provides an
opportunity for beginning and socially disadvantaged farmers and ranchers to purchase their own
land or rent land. The 2014 Farm Bill also allows enrollment of up to 2 million of grassland acres
in CRP (contained within the total CRP enrollment cap) and removes the payment reduction
required when lands are hayed or grazed under emergency conditions. CRP enrolls land through
general signups and continuous signups, including the Conservation Reserve Enhancement
Program (CREP). CREP agreements are Federal/State partnerships designed to address specific
environmental objectives. Under general signup provisions, producers compete nationally
during specified enrollment periods for acceptance based on an environmental benefits index.
Under continuous signup provisions, producers enroll specified high-environmental value lands
such as wetlands, riparian buffers, and various types of habitat at any time during the year
without competition.

Among multiple environmental benefits, a key performance measure for the CRP program is the
number of restored wetland acres. Restored wetlands and upland buffers increase prime wildlife
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habitat and water storage capacity, and lead to a net increase in wetland acres on agricultural
land. Wetlands filter nutrients, recharge groundwater supplies, and sequester carbon. Reduced
acres of CRP eligible for enrollment may limit future restored wetland acreage. Thus, USDA
has adjusted the targets for restored wetland acreage for 2016 and 2017 downward to reflect
reduced enrollment for the program.

Actual Target
2012 2013 2014 2015 2016 2017

Key Performance Measure

CRP restored wetland acreage
(million acres) 2.29 2.09 2.00 1.93 1.90 1.90

In 2015, there were CRP contracts expiring on about 1.4 million acres, contracts were extended
on about 488,000 expiring acres and 616,000 acres were placed under contract under continuous
signup. Total CRP enrollment at the start of FY 2016 was 24.2 million acres.

Continuous signups are assumed to be held without interruption, with general signups and
grassland enrollments assumed to occur in most years. Beginning in 2017, enrollment in any
given year is bounded by the amount of acres that are expiring that year, as the 24-million-acre
cap is assumed to continue throughout the baseline period.

Supplemental Agricultural Disaster Assistance

Outlays
(Dollars in Millions)

2015 2016 2017

Program Enacted Estimate Budget
Livestock Indemnity PaymMeNtS..........cc.ccvevveiueiiieiieiieeieseese e $45 $36 $35
Livestock Forage Disaster Program............cceevveeenveeniieesnieesninens 2,521 563 422
Emergency Assistance for Livestock, Honey Bees
and Farm-Raised Fish..............ccocoiiiiiiiicc 49 29 20
Tree ASSIStANCE PrOgram.........cccvvieeiiiiereesiiieeessiiieeessieeeeessnnneeens 11 8 5
Total, Supplemental Agricultural Disaster Assistance al.............. $2,626 $636 $482

al  FY 2015 figures reflect adjustments for pre-2014 Farm Bill crop disaster.

Supplemental Agricultural Disaster Assistance — The Livestock Indemnity Program (LIP),
Livestock Forage Disaster Program (LFP), Emergency Assistance for Livestock, Honey Bees,
and Farm-Raised Fish (ELAP), and the Tree Assistance Program (TAP) were authorized by the
2008 Farm Bill, through September 30, 2011, under the USDA Supplemental Disaster
Assistance Program. The 2014 Farm Bill reauthorized these programs under CCC and made
payments retroactive for losses from October 1, 2011. Under the terms of the 2014 Farm Bill,
producers are no longer required to purchase crop insurance or Non-Insured Crop Disaster
Assistance Program (NAP) coverage to be eligible for these programs.

The Livestock Indemnity Program (LIP) provides benefits to livestock producers for livestock
deaths in excess of normal mortality caused by adverse weather or by attacks by animals
reintroduced into the wild by the Federal Government.
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The Livestock Forage Disaster Program (LFP) provides compensation to eligible livestock
producers that have suffered grazing losses due to drought or fire on land that is native or
improved pastureland with permanent vegetative cover or that is planted specifically for grazing.

The Emergency Assistance for Livestock, Honey Bees, and Farm-Raised Fish (ELAP) provides
emergency assistance to eligible producers of livestock, honeybees and farm-raised fish for
losses due to disease (including cattle tick fever), adverse weather, or other conditions, such as
blizzards and wildfires, not covered by LFP and LIP. The 2014 Farm Bill capped funding for
ELAP at $20 million for 2012 and each subsequent fiscal year, to remain available until
expended. The 2015 outlays for ELAP in the previous table reflect payments for losses since
October 1, 2011.

The Tree Assistance Program (TAP) provides financial assistance to qualifying orchardists and
nursery tree growers to replant or rehabilitate eligible trees, bushes, and vines damaged by
natural disasters.

Salaries and Expenses — The 2017 Budget proposes a level of $1.52 billion, about $9 million
above the 2016 enacted level to support federal and non-federal staffing. Within this amount, the
request provides an increase to support the StrikeForce initiative ($1.5 million) and new and
beginning farmers and ranchers ($3.9 million).

To facilitate implementation of Title | of the 2014 Farm Bill, Congress authorized $100 million
in 2014 to be available until expended. These funds are being used, in part, to hire additional
temporary non-federal county office staff to implement the new Title I Farm Bill programs,
including ARC/PLC. Since the new Farm Bill programs are expected to be fully implanted in
2016, the need for temporary staff will decrease substantially in 2017.

Farm Service Agency

Staff Years
2015 2016 2017
Program )
Enacted Estimate Budget
[0T0 ] | TP 3,930 4142 4172
Non-Federal:
Permanent FUI-TIME. . ..vuviviririviiivieeeeeeveveeeeeeeeeveeeee e vereeeee e 7,245 7,281 7,281
TRMPOTAIY ... 1,149 1,050 200
Total, NON-Federal..............uvvvvvvvevieiiiiiiieiiieiiieieieieieverererenenenn, 8,394 8,331 7,481
Total, FSA Staff YeArS.....ooooee e 12,324 12,473 11,653

StrikeForce Initiative — Growing the economy by investing in rural communities and increasing
opportunities for families is key to our Nation's future. In 2010, Secretary Vilsack established
USDA's StrikeForce Initiative for Rural Growth and Opportunity to address the specific
challenges associated with rural poverty. The Budget includes $1.5 million within FSA to
support a service center agency (SCA) coordination initiative to build upon the success of
USDA’s StrikeForce and additional place-based activities. This funding, along with similar
requests in Rural Development (RD) and Natural Resources Conservation Service (NRCS),
provide a total of about $5 million that will enable the three SCAs to develop a cadre of field-
based staff that will principally be focused on improving the access to USDA programs by
persons and communities in persistent poverty areas. In particular, this funding will ensure



FARM AND FOREIGN AGRICULTURAL SERVICES 25

improved coordination activities supporting communities experiencing high levels of poverty
and joblessness with a specific emphasis on Alaskan Native communities.

New, Beginning, and Veteran Farmers and Ranchers — According to the 2012 Census of
Agriculture, 22 percent of all farmers were beginning farmers in 2012. That means one out of
every five farmers operated a farm for less than 10 years. In addition, more than 5 million
veterans live in rural areas, a higher concentration than in any other part of the country. Many
returning service members may be looking for career opportunities in production agriculture.
Minority and historically under-represented communities were a significant part of the continued
growth among new and beginning farmers and ranchers.

The $3.9 million investment for beginning farmers and ranchers will provide local support to
overcome several commonly cited barriers — the inability to access sufficient capital and to
acquire land; the lack of mentors to provide guidance; and the lack of support for the next
generation of farmers and ranchers. Specifically, this investment: provides 25 new regional
coordinators to conduct outreach efforts in support Secretarial initiatives at the local level,
including New and Beginning Farmers, Veterans, and StrikeForce initiatives; supports a certified
training program for veteran farmers to be prequalified for FSA direct farm ownership loans;
establishes a local pilot network of mentors for beginning farmers and ranchers participating in
FSA loan and farm programs; supports landowners seeking to sell or rent their land to the next
generation of farmers and ranchers; and supports agricultural youth-serving organizations. This
investment supports local outreach and education efforts to new and beginning farmers and
ranchers, and complements the Department’s efforts to support new, beginning and veteran
farmers nationwide.

Information Technology — In 2015, FSA made significant progress in Information Technology
(IT) modernization by moving the final business process reliant on the obsolete AS400/S36
computer system to a web-based system. In accordance with the Federal Data Center
Consolidation Initiative (FDCCI) guidelines, FSA had closed 1,286 of the AS400/S36 data
centers by the end of September 2015. Archival of historical data and equipment removal will
continue into 2016.

The 2017 Budget provides funding to ensure core IT organizational functions and operations
continue, supports improved IT management and internal controls, and provides continued
enhancements to IT solutions enabling program delivery. Specifically, 2017 IT investments will:
improve IT internal controls including governance, requirements management, performance
management, and IT security controls; allow continued IT improvements to support current and
updated business needs in response to legislative, regulatory, policy, and business function
changes; and support IT solutions of having FSA offices as a bridge or connector to
opportunities (Bridges-to-Opportunity) to assist customers looking for information of a full
continuum of available resources provided by USDA agencies, other units of Federal, state and
local governments, and not-for-profit partners.
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Risk MANAGEMENT AGENCY (RMA)

Risk Management Agency (RMA)
Program Level
(Dollars in Millions)

2015 2016 2017

Program
g Enacted Estimate Budget

SUMMARY OF GOVERNMENT COSTS:
Discretionary:

RMA Salaries and Expenses Appropriations...............ccoceevereene. $75 $75 $67
Mandatory Transfers:
Federal Crop Insurance Act (FCIA) Initiatives............ccccceeee.n. (6) (8) 9)
Reimbursements From CAT FEeS........ccooovviiiviviiieeeee e (0) (0) (20)
Total, RMA S&E.........cooiiiiiiee e 81 83 96
Mandatory:
Delivery and Other Administrative EXpenses al..........ccccccvcvvneenn. 1413 1,351 1,352
Federal Crop Insurance Act (FCIA) Initiatives...........c.ccccceeeenneee 53 48 47
Programs Related IT..........ccooviiiiiiiie e, 1 20 0
Gross INAEMNILIES D/......iiieeeee et 8,678 8,867 10,130
UNderwriting Gains Cll........ccooviiiiiiiiiiiiic e 1,105 1,012 1,157
Farm Bill: Agricultural Management AsSIStance............ccccvveeenee. 4 4 4
Subtotal, Crop Insurance Program Level..........cccccoveeviiiineennnns 11,254 11,302 12,690
Less: Producer Premium and Administration Fees.................. -3,487 -3,444 -3,856
Total Mandatory...........cuvevieiiiiiie e 1,767 7,858 8,834
Total, RMA CUIrent LAW.........coooiiiiieiiiiiiieee e 7,848 7,941 8,930
Proposed Legislation df.............c.coooviiiiiiiiiiieee e 0 0 -1,259
TOMAL e $7,848 $7,941 $7,671

a/ Reimbursements to private companies.

b/ The amount of premium subsidy paid by the Federal government is not reflected in the table above. The Budget for the
Federal Crop Insurance Program assumes a crop year loss ratio (gross indemnities/total premium) of 1.0 for 2017.
However, the fiscal year loss ratio could be higher or lower than 1.0 due to differences in the timing of certain cash flows
(see discussion below on estimated indemnities).

¢/ Payments to private insurance companies. The projected loss ratio for the 2014 crop year is 1.02. The 2017 underwriting
gains reflect a projected 1.0 loss ratio for the 2015 crop year.

d/ The 2017 Budget includes two proposals for program changes to crop insurance. See details in Appendix.

Discretionary Funding — Salaries and Expenses — Discretionary funds for the Federal crop
insurance programs cover most of Federal salaries and related expenses to manage the program.
The 2017 Budget includes about $67 million in direct discretionary appropriations for these
costs. In addition, Section 11021 of the Agricultural Act of 2014 mandated the transfer of up to
$9 million each fiscal year from the FCIC mandatory account to the RMA S&E account for
program compliance and integrity reviews. Further, the discretionary appropriation would allow
the transfer of up to $20 million in CAT fees into the RMA S&E account as authorized by the
Federal Crop Insurance Act.

Mandatory Funding — The Federal crop insurance program provides an important safety net
that protects producers from a wide range of risks caused by natural disasters, as well as the risk
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of price fluctuations. Currently, about 80 percent of risk protection is provided by “revenue
insurance,” which protects against losses due to low yields, low prices, or a combination of low
yields and prices.

Participation in the Federal crop insurance programs by producers is voluntary and is encouraged
through premium subsidies. However, the 2014 Farm Bill expanded coverage, and RMA
implemented several new 2014 Farm Bill provisions in 2015, with expansion to include
additional crops and counties for 2016. For example, in 2015 RMA implemented Supplemental
Coverage Option (SCO) for major crops and Stacked Income Protection Program (STAX) for
upland cotton in selected counties, with additional crops (SCO) and counties (SCO and STAX)
available for 2016. RMA also implemented the Actual Production History Yield Exclusion
Option, the Whole Farm Revenue Protection, and a new margin insurance option. RMA further
modified the Whole Farm policy and Yield Exclusion option to better meet the needs of fruit and
vegetable growers. RMA published regulations to better accommodate submissions of policies
or plans of insurance geared toward underserved areas or producers.

RMA continued its efforts to make sure that all producers were aware of the 2014 Farm Bill’s
requirement to be in compliance with conservation requirements for highly erodible lands or
wetlands in order to receive premium subsidy. Through phone calls, mailings, informational
sessions, and training sessions, RMA was subsequently able to report that over 98 percent of
producers successfully certified conservation compliance by the June 1, 2015, deadline.

Federal crop insurance is delivered to producers through private insurance companies that share
in the risk of loss and opportunity for gain. The companies are reimbursed for their delivery
expenses and receive underwriting gains in years of favorable loss experience. The costs
associated with the Federal crop insurance programs include premium subsidies, indemnity
payments (in excess of producer paid premiums), underwriting gains paid to private companies,
reimbursements to private companies for delivery expenses and other authorized expenditures.

The performance of the Federal crop insurance program is tracked on a crop year basis, which
spans multiple fiscal years. As a result, the table above reflects certain assumptions about which
fiscal year the costs or revenues fall. However, aggregate crop insurance data is available to the
public on a crop year basis, which is generally defined as the year in which a crop is harvested.

A key performance measure for the Federal crop insurance program is the normalized value of
risk protection provided by Federal Crop Insurance Corporation (FCIC) sponsored insurance —
shown in the table below on a crop year basis. The value of FCIC risk protection is the actual
dollar insurance liability for a given crop year. However, this value is strongly influenced by
commodity price swings or trends. The normalized value of risk protection uses a five-year
baseline to smooth variations caused by these trends. The baseline model uses the most recent
crop insurance data, together with other USDA data on market conditions, to develop normalized
value projections for major crops.

For the 2015 crop year, the Federal crop insurance programs provided about $100 billion in risk
protection or about $68.7 billion in (normalized) risk protection. The 2016 and 2017 crop year
targets reflect projections from the baseline model as described above.
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Actual Target
2012 2013 2014 2015 2016 2017

Key Performance Measures

Value of FCIC risk protection
coverage provided through FCIC
sponsored insurance ($ Billions) $116.2 $122.8  $109.5  $100.3 $100.3 $92.2

Normalized value of FCIC risk

protection coverage provided

through FCIC sponsored

insurance ($ Billions) $62.1 $66.0 $67.9 $68.7 $63.4 $63.7

Actual indemnities for fiscal year 2015 reflect crop year 2014 losses that were paid out in fiscal
year 2015, plus the portion of crop year 2015 losses paid out in fiscal year 2015. As of
December 31, 2015, the overall loss ratio for crop year 2015 is expected to be about 0.75.
Estimated losses for crop years 2016 and 2017 reflect the statutory target loss ratio of 1.0.

In 2015, the total cost for the Federal crop insurance programs was about $7.9 billion (as shown
in the RMA Program Level/Summary of Government Costs table above). Of this amount, about
$5.2 billion was for net indemnities to producers (gross indemnities minus producer paid
premiums/fees). A total of $1.4 billion was paid to the private insurance companies for delivery
expenses and $1.1 billion for underwriting gains, and $52 million was used for other initiatives,
including Federal Crop Insurance Act initiatives, programs related IT, and Agricultural
Management Assistance.

The 2017 Budget re-proposes legislative changes to the Federal crop insurance program
proposed in the 2016 budget request. These proposals include reducing premium subsidies to
farmers for policies providing revenue protection with harvest price coverage and reforming
prevented planting coverage.
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FOREIGN AGRICULTURAL SERVICE (FAS)

Budget Authority
(Dollars in Millions)

2015 2016 2017

Program .
Enacted Estimate Budget

Discretionary:
FAS Salaries and Expenses:

Salaries and Expenses (Direct Appropriation)..............cc.cocuveeenn. $182 $192 $197

Transfer from CCC Export Credit Program Account................. (6) (6) (6)

Total, FAS Salaries and EXPenses............ccccvvvvvvveeeeeeeieicinnnnnn, (188) (198) (203)
Foreign Food Assistance:

McGovern-Dole International Food for Education Program al..... 192 202 182

Local and Regional Food Aid Program...........ccccccoeevvvviineeeeennn, 0 0 15

P.L. 480 Title 1l DONALIONS........ccvvieeiirieeeie e er e e 1,466 1,716 1,350

P.L. 480 Title I Program Account:
Transfer to Farm Service Agency Salaries and Expenses........... 3 3 0
Commodity Credit Corporation Export Credit Program Account:

Transfer to FSA and FAS Salaries and EXpenses....................... (7) (7) (9)
Total, DisCretionary Programs. ...........eeeeiiieeeeeiniieeeesniieeeesnnineeeannes 1,843 2,113 1,744
Mandatory:

Quality Samples Program............ccccvvveeieeeeiiiiiiiiieeeeeee e, 1 3 3
Foreign Food Assistance:
Food for Progress - CCC Funded...........ccvvveevviiereeniiiiiieeiiiieennn 138 136 175
Bill Emerson Humanitarian TruSt..........cccccevvivireeeiiiinees i b/ b/ b/
Farm Bill Market Development Programs:

Market ACCESS Program............ueeeiivrreeiiiiiineesiiineeeeiene e 186 188 202

Emerging Markets Program .........ccccceeeevvereeeiiieneesiniieeessneenns 9 9 10

Foreign Market Development (Cooperator) Program.................. 30 32 35

Technical Assistance for Specialty Crops Program.................... 8 8 9

Agricultural Wool/Pima Agriculture Cotton Trust Funds............. 32 46 46

Total, Farm Bill Market Development Programs.............ccceeeveeenn 265 283 302
Total, Mandatory Programs...........cccevveeeeeiiiiiiiiiiieeee e 404 422 480
Total, Foreign Agricultural SErviCe...........cccevvevveiiiieiiciicceee $2,247 $2,535 $2,224

a/ In 2016 and 2017, $5 million can be used for local and regional procurement.
b/ Assets of the Trust can be released any time the Administrator of the U.S. Agency for International Development
determines that P.L. 480 Title Il funding for emergency needs is inadequate to meet those needs in any fiscal year.

Agricultural exports make a critical contribution to the prosperity of local and regional
economies across rural America through increased sales and higher commodity prices. Every
$1 billion worth of agricultural exports supports an estimated 7,550 jobs and $1.27 billion in
economic activity. Because of this important role, the Department is working to reduce trade
barriers and develop new markets throughout the world.

FAS administers a variety of programs that are designed to facilitate access to international
markets and thereby help to support a competitive U.S. agricultural system. FAS also carries out
activities that promote productive agricultural systems in developing countries and contribute to
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increased trade and enhanced global food security. Working bilaterally and with international
organizations, FAS encourages the development of transparent and science-based regulatory
systems that allow for the safe development and use of agricultural goods derived from new
technologies.

FAS works with other USDA agencies, the Office of the United States Trade Representative, and
others in the Federal government to monitor and negotiate new trade agreements and enforce
existing trade agreements. The United States has free trade agreements (FTA) with 20 countries
around the world that expand export opportunities for U.S. food and agricultural producers.

FAS assisted with the recently concluded negotiations on the Trans-Pacific Partnership (TPP).
In addition to the United States, the current TPP partner countries are Australia, Brunei
Darussalam, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, and
Vietnam. These countries account for up to 42 percent of all U.S. agricultural exports. The
agreement will create new opportunities for trade in a dynamic region where populations and
purchasing power are increasing, enhancing the demand for American agricultural exports.

The European Union is currently our fourth largest agricultural export market with U.S. exports
valued at $12.3 billion in 2015. The Administration has agreed with its European counterparts to
launch comprehensive trade negotiations to establish a Transatlantic Trade and Investment
Partnership (TTIP). The next round of negotiations is scheduled for February 2016. TPP and
TTIP will expand trade to drive higher commodity prices, additional farm income, and
agribusiness jobs that ultimately generate more cash flow in rural economies.

CCC Export Credit Programs
Program Level (PL) and Budget Authority (BA)
(Dollars in Millions)

2015 2016 2017
Program Enacted Estimate Budget
PL BA PL BA PL BA
GSM-102 GUAIaNEEES. ......ceivveeiirieaiiieeniieeeeiiee e $5,400 0 $5400 0 $5,000 0
Facilities Financing Guarantees............cccccevvvvveeennne. 100 0 100 0 500 0
Total, CCC Export Credit..........ccccovveeiiveeiiineennnne. $5,500 0 $5,500 0 $5500 0

CCC Export Credit Guarantee Programs — The CCC export credit guarantee programs,
administered by FAS in conjunction with FSA, provide payment guarantees for the commercial
financing of U.S. agricultural exports. These programs facilitate exports to buyers in countries
where credit is necessary to maintain or increase U.S. sales.

The Budget includes an overall program level of $5.5 billion for CCC export credit guarantees in
2017. This estimate reflects the level of sales expected to be registered under the export credit
guarantee programs. However, the actual level of programming could vary from this estimate,
depending upon program demand, market conditions, and other relevant factors during the
course of the year. Of the total program level for export credit guarantees expected to be issued
by CCC in 2017, $5.5 billion will be made available under the GSM-102 program, which
provides guarantees on commercial export credit extended with short-term repayment terms (18
months).
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The Budget also includes an estimated program level of $500 million for facility financing
guarantees in 2017. Under this activity, CCC provides guarantees to facilitate the financing of
goods and services exported from the United States to improve or establish agriculture-related
facilities in emerging markets. By supporting such facilities, these guarantees enhance sales of
U.S. agricultural products to countries where demand is constricted due to inadequate storage,
processing, or handling capabilities.

Quality Samples Program (QSP) — Under QSP, CCC provides funding to assist private entities
to furnish samples of U.S. agricultural products to foreign importers in order to overcome trade
and marketing obstacles. The program, which is carried out under the authority of the CCC
Charter Act, provides foreign importers with a better understanding and appreciation of the
characteristics of U.S. agricultural products. The Budget includes $2.5 million of funding for
QSP in 2017.

Market Development Programs — FAS administers a number of programs, in partnership with
private sector cooperator organizations, which support the development, maintenance, and
expansion of commercial export markets for U.S. agricultural commodities and products. In
2015, almost 1,000 U.S. companies and organizations participated in 21 USDA endorsed trade
shows in 16 countries. On-site sales totaled an estimated $421 million and the total value of
agricultural exports resulting from participation in foreign food and agricultural trade shows in
2015 was $1.52 billion.

Market Access Program (MAP) — Under MAP, CCC funds are used to reimburse participating
organizations for a portion of the cost of carrying out overseas marketing and promotional
activities, such as consumer promotions. MAP participants include nonprofit agricultural trade
organizations, State-regional trade groups, cooperatives, and private companies that qualify as
small businesses. MAP has a brand promotion component that provides export promotion
funding to small companies and thereby helps expand the number of small and medium-sized
entities that export. For 2017, the Budget provides a $200 million program level for MAP.

Emerging Markets Program (EMP) — EMP authorizes CCC funding to be made available to
carry out technical assistance activities that promote the export of U.S. agricultural products and
address technical barriers to trade in emerging markets. Many types of technical assistance
activities are eligible for funding, including feasibility studies, market research, industry sector
assessments, specialized training, and business workshops. The 2017 Budget provides a
$10 million program level for EMP.

Foreign Market Development (Cooperator) Program — This program provides cost-share
assistance to nonprofit commodity and agricultural trade associations to support overseas market
development activities that are designed to remove long-term impediments to increased U.S.
trade. These activities include technical assistance, trade servicing, and market research. Unlike
MAP, Cooperator Program activities are carried out on a generic commodity basis and do not
include brand-name or consumer promotions. The CCC baseline provides a $34.5 million
program level for the Cooperator Program.

Technical Assistance for Specialty Crops (TASC) Program — TASC is designed to address
unique barriers that prohibit or threaten the export of U.S. specialty crops. Under the program,
grants are provided to assist U.S. organizations in activities designed to overcome sanitary,
phytosanitary, or technical barriers to trade. The CCC baseline provides a $9 million program
level for TASC.
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Foreign Food Assistance — USDA is a key member of the whole of government effort under the
Feed the Future Initiative and supports global food security through in-country capacity building,
basic and applied research, support for improved market information, statistics and analysis, as
well as food assistance. FAS contributes to these efforts by carrying out a variety of food aid
programs which support economic growth and development in recipient countries.

McGovern-Dole International Food for Education and Child Nutrition Program — The
program provides for the donation of U.S. agricultural commodities and associated financial and
technical assistance to carry out preschool and school feeding programs in foreign countries.
Maternal, infant, and child nutrition programs also are authorized under the program. Its purpose
is to reduce the incidence of hunger and malnutrition and improve literacy and primary
education. These measures contribute to a healthy, literate workforce that can support a more
prosperous, sustainable economy and ensure long-term food security. The 2017 Budget proposes
$182 million for the McGovern-Dole program. With this funding, the program is expected to
support assistance to 3.4 million individuals in food insecure countries in 2017. As in 2016, $5
million of McGovern-Dole funding will be used for Local and Regional Food Aid Procurement
in 2017.

Local and Regional Food Aid Procurement — The 2014 Farm Bill authorized the Local and
Regional Food Aid Procurement (LRP) program to provide for local and regional procurement of
food aid commaodities for distribution overseas to complement existing food aid programs and to
fill in nutritional gaps for targeted populations or food availability gaps generated by unexpected
emergencies. Under the program, grants are provided to private voluntary organizations,
cooperatives, and the World Food Program that undertake the procurement activities. The 2017
Budget proposes $15 million to support the program with an additional $5 million from
McGovern-Dole funding, the total of which is expected to be used within development projects
that support 68,000 individuals in food insecure countries. Independent evaluation of LRP pilot
projects authorized in the 2008 Farm Bill demonstrated that locally procured food assistance in
emergency situations can provide cost savings and speed delivery time to needy populations.
The program will serve as a complementary tool to support existing food aid programs,
especially for the McGovern-Dole International Food for Education and Child Nutrition
Program.

Food for Peace (P.L. 480) — Assistance provided under the authority of P.L. 480 is a primary
means by which the United States provides foreign food assistance.

e Title I provides for sales of U.S. agricultural commodities governments and private entities
of developing countries through concessional financing agreements, and donations through
Food for Progress grant agreements.

e Title Il provides emergency and development food assistance in foreign countries. The 2017
Budget includes $1.35 billion for P.L. 480 Title II.

Food for Peace (P.L. 480) Title 11 — The 2017 P.L. 480 Title 1l request of $1.35 billion includes
funding for development of food assistance programs, complemented by resources requested in
the Development Assistance (DA) account under USAID’s Community Development Fund.
Together, these resources support development food assistance programs’ efforts to address
chronic food insecurity in areas of recurrent crises using a multi-sectoral approach to reduce
poverty and build resilience.
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The majority of the FY 2017 Title Il request provides emergency food assistance in response to
natural disasters and complex emergencies. The request allows the use of up to 25 percent of the
appropriation, valued at $337.5 million, for market-based food assistance for emergencies
including interventions such as local or regional procurement of food near emergencies, food
vouchers or cash transfers. This flexibility makes emergency food aid more timely and cost
effective, improving program efficiencies and performance and allowing USAID to assist about
two million more emergency beneficiaries annually with the same level of resources.

Food for Progress — The Food for Progress Act of 1985 authorizes U.S. agricultural
commodities to be provided to developing countries and emerging democracies that have made
commitments to introduce and expand free enterprise in their agricultural economies. Food for
Progress agreements can be entered into with foreign governments, private voluntary
organizations, nonprofit agricultural organizations, cooperatives, or intergovernmental
organizations. Agreements currently provide for the commodities to be supplied on grant terms.

The Food for Progress authorizing statute provides for the use of CCC funding for commodity
procurement, transportation, and associated non-commodity costs for the program. The
2017 Budget assumes that $174 million of CCC funding will be used to support the Food for
Progress program, which is expected to support approximately 263,000 metric tons of
commodity assistance.

Bill Emerson Humanitarian Trust — The Bill Emerson Humanitarian Trust (the Trust) is a
commodity and/or monetary reserve designed to ensure that the United States can meet its
international food assistance commitments under P.L. 480 Title Il. The Trust’s assets can be
released any time the Administrator of USAID determines that P.L. 480 Title Il funding for
emergency needs is inadequate to meet those needs in any fiscal year. When a release from the
Trust is authorized, the Trust’s assets (whether commodities or funds) cover all commodity costs
associated with the release. All non-commodity costs, including ocean freight charges; internal
transportation, storage, and handling overseas; and certain administrative costs are paid for by
CCC.

No assistance has been provided using the Trust’s authority in 2015 or to date in 2016. As of
December 31, 2015, the Trust held $261 million of cash and no commodities. In 2016, $20
million was appropriated to reimburse CCC for the release of eligible commodities from the Bill
Emerson Humanitarian Trust.

Trust Funds — The 2014 Farm Bill authorized two trust funds for payments to reduce injury to
domestic manufacturers resulting from U.S. tariffs on inputs to their manufacturing processes.
These include the Agricultural Wool Apparel Manufacturers Trust Fund, which provides CCC
funding for up to $30 million that will be used to reduce injury to domestic manufacturers
resulting from tariffs on wool fabric that are higher than tariffs on certain apparel articles made
of wool fabric, and the Pima Agriculture Cotton Trust Fund, which provides CCC funding of $16
million that will be used to reduce injury to domestic manufacturers resulting from tariffs on
cotton fabric that are higher than tariffs on certain apparel articles made of cotton fabric.
Payments will be made to manufacturers that submit an affidavit certifying that U.S. tariffs
caused them injury.
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Salaries and Expenses
(Dollars in Millions)

2015 2016 2017

Program Enacted Estimate Budget
Trade PONCY........cooiiiiiiie e $77 $81 $83
Trade PromotioN...........oeeeiiieiiee e 65 69 71
Capacity Building / FOOd SECUNILY .......cceeviiviiiieiiiiiiie e 40 42 43
Total, Appropriated Programs.............coccvereeiniiireesiiiieeessnieneeans 182 192 197
Reimbursable Program Activities:
FAS Computer Facility and Other IRM Costs Funded by CCC....... 22 24 24
USAID and Dept. of State Assistance and
Reconstruction and Stabilization................cccocovveiiiiiin 112 112 112
Other Reimbursable Agreements...........ccoceeiiiiiiiiiiiie e 31 32 32
Total, Reimbursable Program ACtIVItIES...........cceeevviiiiieiiiiinnen, 125 129 129
Total, FAS Salaries and EXPENSES...........ccvveevveeivieeiieecieeiieeeieeeneens $307 $321 $326

FAS headquarters staff and attaches covering more than 170 countries partner with other U.S.
government agencies, trade associations, as well as regional and international organizations in a
coordinated effort to negotiate trade agreements; establish transparent, science-based standards;
and resolve trade barriers.

Unnecessarily restrictive regulations to address risks to human, animal, and plant health (SPS)
are major barriers to the expansion of global agricultural trade. The proliferation of labeling,
registration, certification, and quality standards requirements for routinely consumed food
products can also result in unnecessary technical barriers to trade (TBT). World Trade
Organization (WTQO) members are obligated to notify fellow members of changes in SPS, and
TBT related measures that may affect trade via the WTO committees on Agriculture, SPS and
TBT. FAS reviews notifications to assess their potential impact on trade and challenges
measures that are unnecessarily trade restrictive. Since 2009, FAS has helped challenge 2,098
barriers to the export of U.S. agricultural products through this process, helping to spur record
exports. Working in concert with other U.S. trade and regulatory agencies and in frequent
communication with private sector stakeholders, FAS works to improve market access for U.S.
agricultural products and reduce the harm to the industry resulting from unnecessarily restrictive
regulations by monitoring and enforcing international rules, strengthening the global regulatory
framework, and encouraging the adoption of international standards.

FAS promotes organic standards and supports trade in U.S. agricultural products produced with
new technologies by monitoring worldwide developments in technologies, including their
adoption and regulation by trading partners, and promoting the use of new technologies in
support of food security and sustainable agriculture. A proactive stance is critical, because the
development of divergent regulatory systems for new technologies could bring a virtual halt to
trade in some commaodities with a potential trade impact reaching billions of dollars.
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Actual Target
2012 2013 2014 2015 2016 2017

Key Performance Measure

Value of agricultural exports resulting
from participation in foreign food and
agricultural trade shows ($ Billions) $1.46  $1.48  $150 $152  $155  $1.56

Value of trade preserved through

resolution of foreign market access issues

such as U.S. export detainment, restrictive

SPS and TBT issues, and trade regulations

($ Billions) 3.7 3.8 6.4 3.6 4.1 4.1

In 2017, FAS will conduct its activities and programs through offices in Washington, D.C. and at
94 overseas locations, including Cuba. The overseas offices represent and advocate for U.S.
agricultural interests; provide reporting on agricultural policies, production, and trade for more
than 170 countries; assist U.S. exporters, trade groups, and State export marketing officials in
their trade promotion efforts; and help to implement technical assistance and trade capacity
building programs that contribute to increased food security. The Budget provides an
appropriated funding level of $197 million for FAS activities in 2017, including increased
funding for International Cooperative Administrative Support Services, opening an overseas post
in Cuba, and pay costs, including for locally employed staff.

Agriculture will play an important role as the U.S. and Cuba expand relations, acting as a bridge
that can foster cooperation, understanding, and the exchange of ideas. USDA needs an in-
country presence in Cuba to cultivate key relationships, gain firsthand knowledge of the
country’s agricultural challenges and opportunities, and develop programs of mutual benefit to
both countries.

In addition, the Budget assumes an estimated $168 million in funding to be made available to
FAS through reimbursable agreements. The largest components of this are funding for technical
assistance, training, and research activities that FAS carries out overseas on behalf of USAID,
foreign governments, and international organizations, and development assistance activities that
are funded by USAID and the Department of State. Although funded by other agencies, these
activities are an important component of the Department’s efforts to support economic
development and enhance food security in developing countries.



36 RURAL DEVELOPMENT

MISSION AND RELATIONSHIP TO STRATEGIC GOALS

All across Rural America, families and communities are experiencing challenges everyday
related to unemployment and poverty. Rural areas continue to lag urban areas in employment
while the rural poverty rate in 2015 was 18.1 percent compared to 15.1 percent for urban areas.
In addition, rural communities are less likely to have quality healthcare facilities and less access
to high speed broadband than in urban areas. One result of these factors is that rural America has
started to see an overall decline in population levels for the first time in history. As outmigration
has outpaced the natural growth rate, nearly 300 rural counties have lost population in recent
years. Together, these factors present a critical challenge that USDA has a role in addressing.

All of the funding for USDA’s Rural Development (RD) programs contributes to the Strategic
Goal of assisting rural communities to create prosperity by providing financial and technical
assistance to rural residents, businesses, and private and public entities for a broad range of
purposes that bring prosperity and better living to Rural America. These programs are grouped
within three agencies: (1) the Rural Business-Cooperative Service (RBS), which provides
assistance for the development of business and industry, including small businesses, and
renewable energy and energy improvement projects; (2) the Rural Utilities Service (RUS), which
provides assistance for water and waste disposal, rural electric and telecommunications,
including broadband access; and (3) 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. RD delivers its programs through a network of
approximately 400 area offices and 47 State offices, a centralized servicing center and finance
office in St. Louis, Missouri, and a national office in Washington, D.C.

The type of assistance offered includes direct and guaranteed loans, grants, technical assistance,
and other payments. Some programs provide assistance to intermediaries that make loans or
provide technical assistance to the ultimate beneficiaries. Several programs require or encourage
recipients to contribute their own resources or obtain third-party financing to support the total
cost of projects, thereby leveraging Government support with private sector financing.

Since 2009, USDA has helped more than 1.1 million rural families buy or refinance a home,
invested in more than 7,500 critical community facilities, such as hospitals and community
centers, and provided nearly 24,000 grants and loans to help approximately 112,000 small rural
businesses create and/or save nearly 450,000 jobs. As a leading advocate for rural America,
USDA is at the forefront of developing the technology and tools necessary to transform rural
America to take advantage of new opportunities. The Department has also sought new
opportunities to increase investments in rural communities and infrastructure. Through the
StrikeForce initiative, USDA’s field-based agencies, including Rural Development, are focusing
critical financial and technical assistance in areas of persistent poverty. In addition, as a result of
the Rural Opportunity Investment initiative, the Department is seeking partnerships where
private sector funding can be accessed to increase overall investments in rural America.

The subsidy cost of programs that provide direct or guaranteed loans depends upon a number of
factors, including default rates, the prevailing interest rates, whether the interest rate is
subsidized by the Government, and whether there are fees. Coupled with the subsidy cost, the
loan programs all have an administrative cost component as well. In the tables, the budget
authority for each program reflects the subsidy cost to the Government to support the loan level.
Several of the loan programs operate at a very low or negative subsidy rate. These less costly
loan programs provide the bulk of the financial assistance in RD’s loan portfolio.
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RURAL BUSINESS — COOPERATIVE SERVICE (RBS)

Program Level (PL) and Budget Authority (BA)
(Dollars in Millions)

2015 2016 2017
Program Enacted Estimate Budget
PL BA PL BA PL BA

Discretionary:

Business and Industry Guaranteed Loans............. $920 $47 $920 $36 $892 $36
Rural Child POVErtY..........ccoooviiiiiiiiiiiieiee 0 0 0 0 25 25
Rural Business Development Grants.................... 24 24 24 24 30 30
Delta Regional Authority Grants.......................... 3 3 3 3 0 0
Intermediary Relending Program.................c...... 19 6 19 5 19 5
Rural Economic Development: a/

DireCt LOAnS........ccovviviiiiiieiiiieiiiceiec e 33 0 33 0 85 0

GrantS....ccoeeiiiiiiiiiiece e 10 0 12 0 12 0

Rural Microentrepreneur Assistance Program:

DireCt LOanS........cccovvuviieeiiiiiiie i 0 0 0 23 3
GrantS.......cooviiiieiiiiice e 0 0 0 2 2
Rural Business Investment Program:
Guaranteed LOANS............ceeevvuvreeeiiiireesiiinnnn 0 0 0 0 21 3
GrantS.......coovviiiiiiiiiee e 0 0 0 0 4 4
Healthy Food Financing Initiative.................c....... 0 0 0 0 1 1
Rural Cooperative Development Grants............... 6 6 6 6 6 6
Small, Socially Disadvantaged Producers Grants... 3 3 3 3 3 3
Appropriate Technology Transfer to Rural Areas. 2 2 2 2 2 2
Value-added Producer Grants............cccceeevevvnneen. 11 11 11 11 11 11
Rural Energy for America Program:
Guaranteed LOANS.............ccevvvvreeeiiiieee s 13 1 8 1 76 4
GraNtS.....vveeiiiee et 0 0 0 0 15 15
Subtotal, RBS Programs............cccceeeevrivveeeesinnnnn. 1,044 103 1,041 91 1227 150
Salaries and EXPENSeS..........ccoceevvveeiiieeniinennne 4 4 4 4 5 5
Total, Discretionary Programs............cccccoevvveeennns 1,048 107 1,045 95 1232 155
Mandatory:
Farm Bill:
Rural Microentrepreneur Assist. Loans............. 6 1 7 1 6 1
Rural Microentrepreneur Assist. Grants............ 2 2 2 2 2 2
Biorefinery Assistance Guaranteed Loans b/..... 71 30 124 27 0 0
Bioenergy for Advanced Biofuels..................... 14 14 14 14 15 15
Rural Energy for America Loans...................... 38 9 140 9 324 15
Rural Energy for America Grants..................... 37 37 38 38 35 35
Total, Mandatory Programs............cccccevvvveennnnnn 168 93 325 91 382 68
Total, RBS Programs...........cccccoveevieiiieeiieiiieeiinnn $1216 $200 $1,370 $186 $1614 $223

a/ Funding for these programs is provided from earnings from electric cooperative investments and fees.
b/ Estimated program levels; depend on specific projects funded.
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Nearly 85 percent of America’s persistent poverty counties are in rural areas. Furthermore, this
extreme level of poverty has disproportionately affected the youth in rural America where over
25 percent of young people live below the poverty line compared to 21 percent in urban areas.
To address the economic and job factors behind these figures, RBS administers RD’s rural
business and cooperative services programs. The primary purpose of these programs is to
promote economic development in rural areas. The 2017 Budget provides funding to support
increased technical assistance and community-based support systems aimed at alleviating
poverty and increasing access to healthy foods across rural America. In addition, RBS, through
the Rural Opportunity Investment initiative, has been working with industry stakeholders and
private financial institutions to develop an increased focus on public private partnerships with
lenders to support increased access to capital in rural areas. The 2017 Budget also provides
funding to support increased capitalization of rural industries and to help diversify the rural
economy through sectors such as local and regional food and bioenergy.

As described below, RD offers a range of loan and grant programs to assist rural businesses and
communities create economic opportunity. Since 2009, USDA’s partnership with America’s
rural communities has supported the emergence of a more vibrant, diverse rural economy led by
makers, creators, and innovators. During that time, RD has helped over 112,000 businesses
grow through grant and loan support, resulting in the creation or retention of nearly 450,000 jobs.

Business and Industry Guaranteed Loan Program — The Business and Industry (B&l)
Guaranteed Loan 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 B&I program is particularly important for startup businesses
like local and regional food producers where commercial lenders are new to the sector. The 2017
Budget supports a program level of $892 million in B&I loan guarantees. The total level of B&I
funding will create or save 11,674 jobs. Funding for the B&I program will focus on supporting
high priority areas of the Administration such as providing start-up capital and financing
business expansion in rural areas for local and regional food systems, biobased businesses, and
renewable energy development.

Rural Child Poverty Program — Rural childhood poverty rates are at their highest point since
1986. One in four rural children live in poverty, while overall rural poverty exceeded 18 percent
compared with 15 percent in urban areas. The Budget includes $25 million to support a
demonstration Rural Child Poverty program to address this significant issue. Funding will be
provided through grants to rural communities to implement two generation strategies that seek to
combine intensive, high-quality, adult-focused services with intensive, high-quality, child-
focused programs. In addition, the funding will support the development of shared IT
innovations that integrate multi-generational service delivery with States, municipalities, and
Tribes. This effort to mitigate child poverty is in conjunction with other Federal agency
resources targeted at reducing child poverty through the coordination of the White House Rural
Council.

Rural Business Development Grant Program (RBDG) — RBDG program includes $30 million
to support grants for training, technical assistance, and funding construction, land development,
equipment, and capitalization of revolving loan funds to support business startups and working
capital needs in rural areas. The 2014 Farm Bill consolidated the authorities of the Rural
Business Enterprise Grant Program and the Rural Business Opportunity Grant Program. The
proposed level of funding will create or save 8,325 jobs and assist 4,150 businesses.
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Intermediary Relending Program (IRP) — The IRP 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 2017 Budget supports a
program level of $19 million in direct loans. This level of funding will support the creation of
14,450 jobs in rural communities.

Rural Economic Development Loans and Grants (REDLG) — This program provides zero
interest loans to local utilities which, in turn, pass through to local businesses for projects that
will create and retain employment in rural areas. The utility is responsible for repayment to the
agency. Grant funds are provided to local utility organizations which use the funding to establish
revolving loan funds. Loans are made from the revolving loan fund to projects that will create or
retain rural jobs. The Budget requests $97 million for these activities. This program level will
create or save approximately 3,450 jobs.

Rural Microentrepreneur Assistance Program (RMAP) — This program provides one percent
direct loans and grants to microenterprise development organizations (MDOs). The loans will be
used to establish reserves for relending to microentrepreneurs, defined as rural businesses with
10 or fewer employees, and the grants are made to the MDOs which may relend a portion to
provide training, operational support, business planning, and market development assistance.
The 2017 Budget includes $5 million in discretionary funding, which will support nearly $25
million in loans and grants. It is estimated that this amount of funding will create 5,678 jobs. In
addition, the 2014 Farm Bill provides $3 million in mandatory funding each year through 2018
for this program.

Rural Business Investment Program (RBIP) — The 2017 Budget requests $7 million in budget
authority for loan guarantees and grants that supports a program level of $25 million. This
program provides loan guarantees to establish equity funds to support business development in
rural areas. This funding provides additional access to venture capital type funding. These for-
profit investment fund entities use equity raised in capitalizing their funds to make equity
investments in small enterprises located in rural areas.

Healthy Food Financing Initiative (HFFI) — As authorized in the 2014 Farm Bill, the 2017
Budget supports the HFFI with a request of $1 million for loans, grants, and technical assistance
to support increased access to healthy foods in underserved areas, create and preserve quality
jobs and to revitalize low income communities. The initiative will provide financial and
technical assistance to support market planning and promotion efforts as well as infrastructure
and operational improvements designed to enhance marketing and retail outlets for farm
products, and increase the availability of locally and regionally produced foods. Efforts will be
coordinated with the U.S. Department of the Treasury through the Community Development
Financial Institutions Fund.

Small, Socially Disadvantaged Producers Grant Program — The 2017 Budget requests
$3 million in grants to ensure historically underprivileged rural Americans have opportunities for
cooperative development. This program provides funding to rural residents to create new job
opportunities, enhanced education and healthcare services, and feasibility studies and market
research for the enhancement of business viability and sustainability in rural areas. Funding for
this program supports priorities including the StrikeForce and Promise Zones initiatives.

Value-Added Producer Grants (VAPG) — The 2017 Budget includes $11 million for the
Value-Added Producer Grants Program. The program provides grants for a wide range of value-
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added projects, such as feasibility studies, promotion, and market expansion for agricultural
products. The program is designed to assist the expansion of businesses at all stages of
development. The 2014 Farm Bill provided an additional $63 million in mandatory funding that
is available until expended.

Rural Energy for America Program (REAP) — The REAP loan guarantee and grant program
supports the President’s Climate Action plan by providing financing for the purchase of
renewable energy systems, energy efficiency improvements, energy audits and feasibility
studies. Implementation of renewable energy and energy efficient technology reduces energy
use, improves a farms bottom line and reduces the Nation’s dependence on foreign oil while
cutting carbon emissions. The 2017 Budget supports a discretionary program level of $91
million in loan guarantees and grants. In addition, the 2014 Farm Bill provides mandatory
funding of $50 million that will support a program level of $359 million in loan guarantees and
grants in 2017. Since 2009, USDA REAP investments have resulted in renewable energy
generation of 9.4 billion kilowatt hours of renewable energy which is enough to power 820,000
homes annually.

Other Business Programs — The 2017 Budget includes $6 million for the Rural Cooperative
Development Grant program and $2 million to support Appropriate Technology Transfer in
Rural Area Agreements.

The performance information is based on discretionary funding from the following programs: the
Business and Industry Guaranteed Loans, Rural Business Development Grants, Delta Regional
Grants, Healthy Food Financing Initiative, Rural Child Poverty, Intermediary Relending, Rural
Economic Development Loans and Grants, Rural Microentrepreneur Assistance, and all
Cooperative Program Grants.

Actual Target
2012 2013 2014 2015 2016 2017

Key Performance Measure

Number of jobs created or saved through 52,468 44,419 41,202 52,697 40,877 55,100
USDA financing of businesses
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RURAL UTILITIES SERVICE (RUS)
Program Level (PL) and Budget Authority (BA)
(Dollars in Millions)
2015 2016 2017
Program Enacted Estimate Budget
PL BA PL BA PL BA

Discretionary:
Electric Programs:

DireCt LOANS. .. .eveeeeeeeeee e, $5,000 0 $5,500 0 $6,500 0

Rural Energy Saving Program ................. 0 0 60 38 0 0

Guaranteed LOANS ..........cceevvveeeeiiiinennnns 500 0 750 0 0 0
Telecommunications Programs:

Direct LOanS.......ccovvveeiiieniiieeiiie s )

Treasury LOAnS..........ccceveevveenreeiieesinennne ) 690 0) 690 al 345  $3

DireCt FFB......vveeiieeecee e ) ) 345 0

Direct Loans - Modifications.................... 0 0 0 0 b/ 11
Distance Learning and Telemedicine

Programs:

GrantS.....coovvveeiieeeiieesiieeeiee e 22 $22 2 22 3B 3B

Broadband Programs:

DireCt LOanS.........covvveeviiireesiiiieee s 24 5 21 5 0 0

GrantS.....vveeiiieeiiie e 10 10 10 10 39 39
High Energy Costs Grants...............ccceeeue.. 10 10 10 10 0 0
Water and Waste Disposal Programs:

Direct LOanS.......cccovvvveiiiieiiiee e 1,200 0 1200 31 804 35

Guaranteed LOANS...........cceevvvvveeeiiieneennns 50 al 50 al 0 0

GrantS.....vveeiiieeiiee e 455 455 481 481 427 427

Subtotal, Water and Waste................... 1,705 455 1,731 512 1231 462

Subtotal, RUS programs............ccccccevvvveeenns 7961 502 8,794 567 8495 550

Salaries and EXpenses...........ccocceevvivveeennn 35 35 35 35 36 36
Total, Discretionary Programs..................... 7996 537 8,829 602 8531 586

a/ Less than $500,000.
b/ Program level is not available as subsidy rate for this program has not been determined.

In many areas of rural America, families and communities lack access to the modern
infrastructure, such as high-speed broadband and up-to-date water treatment facilities, that is
often taken for granted in more urban and suburban areas. Such lack of access creates
tremendous challenges for those people that live and work and businesses that operate in rural
communities. Therefore, it is the primary mission of RUS to provide the investments in
infrastructure that will enable rural America to thrive.  To focus these investments, the
Administration has placed a priority on a number of key initiatives, including expansion of
broadband access through the Broadband Council and seeking commercial investment to
modernize infrastructure projects through increased public-private partnership activities. The
Budget includes a number of investments identified below to further expansion of opportunities
in rural America.
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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. RUS programs leverage private sector investments as well as fill credit gaps that still
exist for some rural areas and borrowers. In addition, the programs provide financing of
improvements to facilities that RUS financed in the past and still holds a lien. There are a
number of ways USDA'’s electric program can be used to support energy conservation and
efficiency projects. Loans can be made to electric cooperatives that, in turn, offer rebates or
provide loans to their customers for energy conservation and efficiency projects. The Rural
Economic Development Loan and Grant (REDLG) program is administered by RBS and also
provides funding for cooperatives that may support energy conservation and efficiency projects.

To support the President’s Climate Action plan to accelerate the transition to cleaner sources of
energy, the 2017 Budget requests $6.5 billion for electric loans. Funds will used to finance the
construction, acquisition, or improvement of electric infrastructure including renewable energy,
electric transmission, distribution, smart grid technology, energy efficiency, grid resiliency,
security enhancements, and to support environmental upgrades to existing fossil fuel electric
generation facilities to significantly reduce carbon emissions. USDA is proposing to revise the
authority for this program to support renewable generation in rural areas for all customers and
for other infrastructure investments supporting various renewable and clean energy goals. RUS
will work with the Environmental Protection Agency and State Governments to ensure
applications adhere to the State’s Clean Power Plan. Funding can be used to support the
transition from fossil fuels to cleaner technologies. Allowing financing for environmental
upgrades will support the continued development of a national clean energy strategy.

The electric program performance indicator identifies the number of borrowers/subscribers
receiving new and/or improved electric service. The Budget proposes levels of funding that are
consistent with demand and focused efforts into supporting broader scale energy efficiency
activities. The estimated performance information is based on supporting more distribution
loans in 2017. If a greater number of generation and transmission (G&T) loans to upgrade
existing facilities are provided, it is likely that the actual performance number will be adjusted
upward as G&T projects serve a larger number of recipients.

Actual Target

Key Performance Measure

2012 | 2013 | 2014 | 2015 | 2016 | 2017

Number of borrowers/subscribers receiving new
and/or improved electric facilities (millions) 8.3 8.7 4.6 55 51 6.0

Telecommunication Loan Program - The 2017 Budget supports $690 million in
telecommunications loans, of which $345 million is for direct Treasury Rate loans and $345
million is for guaranteed loans through the Federal Financing Bank (FFB). The Budget requests
this split because FFB loans can be used to refinance private sector debt as well as finance new
indebtedness. Both types of telecommunication loans are used for the improvement and
construction of telecommunication facilities that meet broadband standards. The Budget also
includes $11 million for telecommunications modifications that will enable current borrowers to
make new investments in broadband infrastructure. This funding will be used to reduce interest
rates for current borrowers in exchange for new investments that will improve broadband speeds
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in rural areas, particularly for the last mile, fiber to home projects. While there is little RUS can
do to provide certainty on future payments, they could reduce costs for their borrowers by
refinancing their high interest rate debt.

Broadband, Distance Learning and Telemedicine — The broadband program provides
financing to support new or improved broadband access across rural America. Broadband is
fundamental to expanding economic opportunity and job creation in rural America. Improved
connectivity means rural communities can offer robust business services, expand access to
quality health care, and improve education. The Distance Learning and Telemedicine Grant
Program is designed specifically to assist rural communities that would otherwise be without
access to learning and medical services over the Internet.

The 2017 Budget includes $39 million for Broadband grants and $35 million for Distance
Learning and Telemedicine grants.

The performance indicator displays information for the traditional telecommunications and
broadband loan and grant programs.

Actual Target
2012 | 2013 | 2014 | 2015 | 2016 | 2017

Key Performance Measure

Number of borrowers/subscribers receiving new or
improved telecommunication services (thousands) 64 119 84 95 120 100

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. These facilities provide safe drinking water and sanitary waste disposal for
residential users, and help communities thrive by attracting new business. Projects are designed
to improve the energy efficiency of the water and waste facilities and to improve water
conservation efforts.

Financing is available only to those communities with low median household income levels.
Priority is given to public entities serving areas with populations less than 5,500 and applying for
loans to restore a deteriorating water system or to improve, enlarge or modify an inadequate
waste facility. 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. However, separate stand-alone
grants are provided for solid waste disposal and technical assistance and training.

The 2017 Budget requests $427 million in budget authority for grants and $804 million for direct
loan programs and a total of $1.2 billion for water and waste disposal programs.

Actual Target
2012 | 2013 | 2014 | 2015 | 2016 | 2017

Key Performance Measure

Population receiving new or improved service from
agency funded water facility (millions) 2.5 1.8 2.2 2.4 2.2 1.7
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RURAL HOUSING SERVICE (RHS)

Program Level (PL) and Budget Authority (BA)
(Dollars in Millions)
2015 2016 2017
Program Enacted Estimate Budget
PL BA PL BA PL BA

Discretionary:
Single Family Housing (Sec. 502):

DireCt LOANS.......ccivveeivieciee e $900  $66 $900  $61 $900  $61

Guaranteed LoanS...........ccevvveiireeereeeiiiennn. 24,000 0 24,000 0 24,000 0
Multi Family Housing:

Direct Loans (Sec. 515)........cccccvveviiiiineennnnnn. 28 10 28 8 33 10

Guaranteed Loans (Sec. 538).........ccccceevnnien. 150 0 150 0 230 0
Very Low-Income Repair (Sec. 504):

DireCt LOANS.......ccovvvveeeeiiiieeeeeiiiee e siiieee s 26 4 26 4 26 4

GrantS.....vvveeiiie et 29 29 29 29 29 29
Farm Labor Housing Grants (Sec. 516)............. 8 8 8 8 8 8
Farm Labor Housing Loans (Sec. 514)............. 24 8 24 7 24 7
All Other Direct Loans..........cccoovvvveeiiiinneennnns 20 0 20 0 20 1
Grants and Payments:

Rental Assistance (Sec. 521).........ccccceevvuneenn 1,089 1,089 1,390 1,390 1,405 1,405

Mutual and Self-Help (Sec. 523).