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Chairman Scott, Ranking Member Thompson, and members of the Committee, thank you for
the invitation to participate in today’s hearing. Today, | want to bring attention to the resiliency
of the produce industry and ask for assistance as we continue to adapt through the current
supply chain crisis.

My name is Jon Schwalls, I'm an Executive Officer at Southern Valley in Norman Park, Ga, here
today on behalf of Georgia Fruit and Vegetable Growers Association. Southern Valley is a fully
integrated, year-round growing, packing, and shipping operation for fruits and vegetables.

In my 26 years with Southern Valley, I've had the opportunity to work in multiple capacities,
from my direct involvement in the supply chain, to the development and implementation of a
vertically integrated business structure, to the daily oversight of all operations.

| appreciate the opportunity to speak to the Committee today and share how the pandemic has
created unprecedented challenges to our supply chain, placing the produce industry in crisis.

When the pandemic began in March of 2020, Southern Valley did as many farming operations -
we quickly implementing procedures to protect our workers and consumers to mitigating any
potential exposure to the virus.

With the spring crop planted at the height of the pandemic, we knew harvesting was necessary
and we had to protect our employees, even though nearly half of our market had disappeared
with the closure restaurants, school cafeterias, and more. In the first six months of the
pandemic, our costs for COVID-19 prevention were over $120,000. This included initial costs of
$27,500 for personal protection items and housing/facility alterations to maintain employee
protection and social distancing.

We survived 2020 and the first half of 2021, but it has not been without significant input costs.
Recurring input costs for covid prevention which continues today include our Health Task Force,
led by a physician to examine operations and improvements at $3,000/month, security to
protect our employees from the risk of infection from non-employees being brought in at
$5,400/month, as well as PPE, quarantine housing, and related supplies at an additional
$7,500/month.

We've made substantial adjustments in our spending model to help alleviate costs. With price
forecasting, Southern Valley purchased our year’s supply of crop protection products,
fertilizers, and fuel for farm operations in January and February of this year.

Farming operations are facing, not only increased field input costs, but also a shortage in supply
of many inputs. Suppliers can no longer guarantee supply with the increased demand, and they
are unable to give us a price on crop protection products or fertilizers going forward.



While we were able to lock in some input prices, the industry has seen unprecedented
increases over the past twelve months for field input costs. Specific cost increases Southern
Valley has experienced year to date include:

Field Input Cost Increase
Fertilizers- 35%

Crop Protection Products- 25%
Fuel- 48%

Plastic Mulch and Drip Tape- 35%

Packing Cost Increase
Corrugated Boxes- 17%
Packaging supplies— 30%
Pallets- 75%
Refrigerant- 200%

Transportation Increase
Outbound Freight 40%

Now we find ourselves in the middle of a supply chain crisis. The U.S. ports we rely on are
backed up and products needed for farming such as tractor tires and computer chips are
waiting to be unloaded.

Once unloaded, there are not enough drivers, warehouses, and shipping containers to keep the
products moving to their intended customer, in this case the farmer. Some examples of this
are:

e Previously, Crop Protection Products could be sourced by the same or next day. This is
important as diseases and fungus are very time sensitive, even a few days delay can
have a significant impact on crop yield and or total losses. We currently have a 7-10 day
wait to source these products.

e Fertilizers could previously be sourced within a week; we are now waiting 3-4 weeks.

e Tractor tires could be sourced the same day, within the last year it's moved to 5-7 days,
currently many of the tires we need cannot be sourced with a delivery date.

e Tractor parts. Normally same day -~ 2 days at most, now we have backorders for 2-14
weeks.

This problem hits close to home in Georgia with Savannah’s port, the largest in the western
hemisphere, unable to move shipments. There are reports that on an average, pre-pandemic,
there would be 10,000 containers waiting to be trucked from the port in Savannah, but in the
past several months that number has increased almost to 80,000 containers waiting to be
moved.



In the early days of the pandemic, our federal and state governments took swift action to invest
in food systems and to work together to keep supply chains moving. The situation we now face
echoes some of the challenges we faced in the spring of 2020.

Finally, Georgia lacks a processing facility for produce. Today’s consumer and retailer want a
flawless product. Currently, if a fruit or vegetable is cosmetically flawed, it is thrown away with
no other opportunity for market. The addition of a processing facility would allow products
that are currently tossed to be sold in one of four categories: fresh cut, fresh prepared, frozen
cut, frozen prepared. A facility like this would make great strides in reducing food waste as well
as adding shelf life to these fruits and vegetables. In times when producers are spending more
to grow their product, a processing facility would incentivize growers to stay in farming- to
better balance out the additional costs incurred throughout the pandemic and supply chain
crisis.

Thank you for allowing me to participate today. | look forward to the discussion and am able to
answer questions today or in follow-up after the hearing.



Jon Schwalls is the Executive Officer of Southern Valley, a fully integrated, year-round grower, packer,
and shipper of fruits and vegetables. Southern Valley is headquartered in Norman Park, Georgia.
Schwalls has been with Southern Valley since 1995 and has served in various roles of leadership since
2004.

Schwalls’ hands-on involvement through the years at Southern Valley range from his direct involvement
with all levels of the supply and value chain, to the development and implementation of a vertically
integrated business structure, to his continual daily oversight of all operations. His many years of
experience in the produce and ag industries have given him a tremendous amount of knowledge and
familiarity of the challenges associated with it.

Schwalls is active in industry councils and has served on the Board of Directors for the Southeast
Produce Council.

Schwalls and wife Amber reside on a farm near Norman Park and have two children, Carter and Ellie.
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