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Farmers and Ranchers: The Original
Conservationists

Conservation Program Restores Wildlife; Helps Farmers Care
for Land, Air, Water

By Val Dolcini, Farm Service Agency Administrator

The modern environmental conservation movement is one that has
brought awareness and conservation practices to many urban
audiences. To some, it probably seems like a recent shift in
American thinking.

But American farmers and ranchers throughout rural and tribal
lands were the original conservationists, wasting nothing and
preserving as much as possible. And in recent decades, they've
produced some amazing results that everyone should know about
as a result of the USDA Conservation Reserve Program, or CRP.

This relatively young program, in farming terms, just entered its
30th year. CRP is a voluntary program where farmers remove
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Important Dates and
Deadlines:

March 15: NAP sales closing
date for Beans, Broccoli,
Camelina, Cantaloupe,
Carrots, Cauliflower, Corn,
Cucumber, Lentils, Mustard,
Oats, Pease, Potatoes,
Pumpkin, Safflower,
Sunflower, Squash, Tomato,
Watermelon

May 15: Acreage reporting
dates for Cabbage (planted
3/12-4/20).

May 15: NAP sales closing
date for Buckwheat.

environmentally-sensitive land from production for 10 to 15 years.
Farmers re-establish key plant species, like approved grasses or
trees, to improve water quality, prevent soil erosion, and create
wildlife habitat. In return, farmers receive modest annual
payments.

Since 1985, producers enrolled in CRP all across the nation have
been responsible for restoring 2.7 million acres of wetlands and
protecting 170,000 stream miles—enough to go around the world
seven times. This protected water is responsible for reducing
nitrogen and phosphorus runoff by 95 and 85 percent relative to
cropland, respectively.

The program has enabled farmers and ranchers to reduce soil
erosion by more than 9 billion tons, and even sequester 1.4 billion
metric tons of greenhouse gasses—equal to taking 9 million cars
off the road every year.

These restoration efforts also have an amazing and nearly
immediate benefit to wildlife population, such as ducks, pheasants,
sage grouse, and the lesser prairie chicken -- even grazing for elk
and moose, improved habitat for pollinating honeybees, and clearer
streams for trout. In one area of the northern Great Plains, known
as the Prairie Pothole Region, the U.S. Fish and Wildlife Service
estimates that duck populations have increased by 1.5 to 2 million
ducks per year. Many outdoors organizations also support CRP for
its contribution to recreational activities such as hunting and fishing.

The success of CRP and a statutory limit on the number of acres
that can be enrolled in the program will mean this year’s enroliment
period will be one of the most competitive in recent history. The
application deadline is February 26. The most competitive
applications will be those that combine multiple conservation
benefits, such as water quality and wildlife habitat.

There are a lot of great conservation activities across the country,
but when | think about the largest positive impacts to the rural
environment, it's only natural that the American farmer and rancher
are at the top of the list. To learn more about CRP, visit
www.fsa.usda.qov/CRPis30.
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FSA Issues Fiscal Year 2015 Impacts Report

2015 marks the 20th anniversary of USDA’s Farm Service Agency, but FSA’s roots date back
nearly 80 years, to the days of the Great Depression and the Dust Bowl, when the rural economy
was in crisis and America’s farmers and ranchers needed assistance. At that time, Congress
empowered USDA to provide a strong safety-net for farm families, helping them navigate the
unpredictability of natural disasters and volatile market conditions.

Today, technological advancements in equipment, crop and veterinary sciences, soil and water
conservation, and pest and nutrient management, all have resulted in agriculture becoming stronger
than we've ever known - - certainly far stronger than the days of our grandparents and great-
grandparents. But the unpredictability of weather and markets remain. That means the FSA mission
is as important as it's ever been to ensure the domestic agriculture sector continues to deliver an
abundant, safe, and affordable food and fiber supply for the American people.

The ESA Impacts Report shows selected highlights for fiscal year 2015. This report highlights the
achievements of FSA and will ensure that the path forward continues to demonstrate our
commitment to rural America.

USDA Expands Microloans to Help Farmers Purchase
Farmland and Improve Property

Producers, Including Beginning and Underserved Farmers, Have a New Option to Gain Access to
Land

The U.S. Department of Agriculture (USDA) will begin offering farm ownership microloans, creating
a new financing avenue for farmers to buy and improve property. These microloans will be
especially helpful to beginning or underserved farmers, U.S. veterans looking for a career in
farming, and those who have small and mid-sized farming operations.

The microloan program, which celebrates its third anniversary this week, has been hugely
successful, providing more than 16,800 low-interest loans, totaling over $373 million to producers
across the country. Microloans have helped farmers and ranchers with operating costs, such as
feed, fertilizer, tools, fencing, equipment, and living expenses since 2013. Seventy percent of loans
have gone to new farmers.

Now, microloans will be available to also help with farm land and building purchases, and soil and
water conservation improvements. FSA designed the expanded program to simplify the application
process, expand eligibility requirements and expedite smaller real estate loans to help farmers
strengthen their operations. Microloans provide up to $50,000 to qualified producers, and can be
issued to the applicant directly from the USDA Farm Service Agency (FSA).

This microloan announcement is another USDA resource for America’s farmers and ranchers to
utilize, especially as new and beginning farmers and ranchers look for the assistance they need to
get started. To learn more about the FSA microloan program visit www.fsa.usda.gov/microloans, or
contact your local FSA office. To find your nearest office location, please

visit http://offices.usda.gov.
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USDA To Offer Certificates for Farm Commodities Pledged to
Marketing Loans

Producers who have crops pledged as collateral for a marketing assistance loan can now purchase
a commodity certificate that may be exchanged for the outstanding loan collateral. The authority is
provided by the 2016 Consolidated Appropriations Act, legislation enacted by Congress in
December. Commaodity certificates are available beginning with the 2015 crop in situations where
the applicable marketing assistance loan rate exceeds the exchange rate. Currently, the only
eligible commodity is cotton.

USDA'’s Farm Service Agency (FSA) routinely provides agricultural producers with marketing
assistance loans that provide interim cash flow without having to sell the commodities when market
prices are at harvest time lows. The loans allow the producer to store and delay the sale of the
commodity until more favorable market conditions emerge, while also providing for a more orderly
marketing of commodities throughout the marketing year.

These loans are considered “nonrecourse” because the loan can be redeemed by delivering the
commodity pledged as collateral to the government as full payment for the loan upon maturity.
Commodity certificates are available to loan holders having outstanding nonrecourse loans for
wheat, upland cotton, rice, feed grains, pulse crops (dry peas, lentils, large and small chickpeas),
peanuts, wool, soybeans and designated minor oilseeds. These certificates can be purchased at
the posted county price (or adjusted world price or national posted price) for the quantity of
commodity under loan, and must be immediately exchanged for the collateral, satisfying the loan.

Producers may contact their FSA office that maintains their loan or their loan service agent for
additional information. Producers who do business with Cooperative Marketing Associations (CMA)
or Designated Marketing Associations (DMA) may contact their respective associations for
additional information. To learn more about commodity certificates, visit
www.fsa.usda.gov/pricesupport.

Enrollment Period for 2016 USDA Safety Net Coverage Ends
August 1

USDA'’s Farm Service Agency (FSA) has announced that producers who chose coverage from the
safety net programs established by the 2014 Farm Bill, known as the Agriculture Risk Coverage
(ARC) or the Price Loss Coverage (PLC) programs, can visit FSA county offices through Aug. 1,
2016, to sign contracts to enroll in coverage for 2016.

Although the choice between ARC and PLC is completed and remains in effect through 2018,
producers must still enroll their farm by signing a contract each year to receive coverage.

Producers are encouraged to contact their local FSA office to schedule an appointment to enroll. If a
farm is not enrolled during the 2016 enrollment period, producers on that farm will not be eligible for
financial assistance from the ARC or PLC programs should crop prices or farm revenues fall below
the historical price or revenue benchmarks established by the program.

The two programs were authorized by the 2014 Farm Bill and offer a safety net to agricultural
producers when there is a substantial drop in prices or revenues for covered commaodities. Covered
commodities include barley, canola, large and small chickpeas, corn, crambe, flaxseed, grain
sorghum, lentils, mustard seed, oats, peanuts, dry peas, rapeseed, long grain rice, medium grain


http://www.fsa.usda.gov/pricesupport

rice (which includes short grain and sweet rice), safflower seed, sesame, soybeans, sunflower seed
and wheat. Upland cotton is no longer a covered commodity. For more details regarding these
programs, go to www.fsa.usda.gov/arc-plc.

For more information, producers are encouraged to visit their local FSA office. To find a local FSA
office, visit http://offices.usda.gov.

CRP Payment Limitation

Payments and benefits received under the Conservation Reserve Program (CRP) are subject to the
following:

e payment limitation by direct attribution
o foreign person rule
e average adjusted gross income (AGI) limitation

The 2014 Farm Bill continued the $50,000 maximum CRP payment amount that can be received
annually, directly or indirectly, by each person or legal entity. This payment limitation includes all
annual rental payments and incentive payments (Sign-up Incentive Payments and Practice
Incentive Payments). Annual rental payments are attributed (earned) in the fiscal year in which
program performance occurs. Sign-up Incentive Payments (SIP) are attributed (earned) based on
the fiscal year in which the contract is approved, not the fiscal year the contract is

effective. Practice Incentive Payments (PIP) are attributed (earned) based on the fiscal year in
which the cost-share documentation is completed and the producer or technical service provider
certifies performance of practice completion to the county office.

Such limitation on payments is controlled by direct attribution.

e Program payments made directly or indirectly to a person are combined with the pro rata
interest held in any legal entity that received payment, unless the payments to the legal
entity have been reduced by the pro rata share of the person.

e Program payments made directly to a legal entity are attributed to those persons that have
a direct and indirect interest in the legal entity, unless the payments to the legal entity have
been reduced by the pro rata share of the person.

e Payment attribution to a legal entity is tracked through four levels of ownership. If any part
of the ownership interest at the fourth level is owned by another legal entity, a reduction in
payment will be applied to the payment entity in the amount that represents the indirect
interest of the fourth level entity in the payment entity.

Essentially, all payments will be “attributed” to a person’s Social Security Number. Given the
current CRP annual rental rates in many areas, it is important producers are aware of how CRP
offered acreages impact their $50,000 annual payment limitation. Producers should contact their
local FSA office for additional information.

NOTE: The information in the above article only applies to contracts subject to 4-PL and 5-PL
regulations. It does not apply to contacts subject to 1-PL regulations.
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Filing CCC-941 Adjusted Gross Income (AGI) Certifications

Many producers have experienced delays in receiving Agriculture Risk Coverage (ARC) and Price
Loss Coverage (PLC) payments, Loan Deficiency Payments (LDPs) and Market Gains on Marketing
Assistance Loans (MALS) because they have not filed form CCC-941, Adjusted Gross Income
Certification. LDPs will not be paid until all eligible producers, including landowners who share in the
crop, have filed a valid CCC-941.

Producers without a valid CCC-941 certifying their compliance with the average adjusted gross
income provisions will not receive payments that have been processed. All farm
operator/tenants/owners who have not filed a CCC-941 and have pending payments should
IMMEDIATELY file the form with their recording county FSA office. Farm operators and tenants are
encouraged to ensure that their landowners have filed the form. FSA has been issuing 2014
ARC/PLC payments, 2015 LDPs and Market Gains.

FSA can accept the CCC-941 for 2014, 2015 and 2016. Unlike the past, producers must have the
CCC-941 certifying their AGI compliance before any payments can be issued.

Farm Storage Facility Loans

FSA’s Farm Storage Facility Loan (FSFL) program provides low-interest financing to producers to
build or upgrade storage facilities.

The low-interest funds can be used to build or upgrade permanent facilities to store commodities.
Eligible commaodities include corn, grain sorghum, rice, soybeans, oats, peanuts, wheat, barley,
minor oilseeds harvested as whole grain, pulse crops (lentils, chickpeas and dry peas), hay, honey,
renewable biomass, fruits, nuts and vegetables for cold storage facilities, floriculture, hops, maple
sap, rye, milk, cheese, butter, yogurt, meat and poultry (unprocessed), eggs, and aquaculture
(excluding systems that maintain live animals through uptake and discharge of water). Qualified
facilities include grain bins, hay barns and cold storage facilities for eligible commodities.

Loans up to $50,000 can be secured by a promissory note/security agreement and some loans
between $50,000 and $100,000 will no longer require additional security.

Producers do not need to demonstrate the lack of commercial credit availability to apply. The loans
are designed to assist a diverse range of farming operations, including small and mid-sized
businesses, new farmers, operations supplying local food and farmers markets, non-traditional farm
products, and underserved producers.

To learn more about the FSA Farm Storage Facility Loan, visit www.fsa.usda.gov/pricesupport or
contact your local FSA county office. To find your local FSA county office, visit
http://offices.usda.gov.
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Farm Reconstitutions

When changes in farm ownership or operation take place, a farm reconstitution is necessary. The
reconstitution — or recon — is the process of combining or dividing farms or tracts of land based on
the farming operation.

The following are the different methods used when doing a farm recon.

Estate Method — the division of bases, allotments and quotas for a parent farm among heirs in
settling an estate;

Designation of Landowner Method — may be used when (1) part of a farm is sold or ownership is
transferred; (2) an entire farm is sold to two or more persons; (3) farm ownership is transferred to
two or more persons; (4) part of a tract is sold or ownership is transferred; (5) a tract is sold to two
or more persons; or (6) tract ownership is transferred to two or more persons. In order to use this
method the land sold must have been owned for at least three years, or a waiver granted, and the
buyer and seller must sign a Memorandum of Understanding;

DCP Cropland Method — the division of bases in the same proportion that the DCP cropland for
each resulting tract relates to the DCP cropland on the parent tract;

Default Method — the division of bases for a parent farm with each tract maintaining the bases
attributed to the tract level when the reconstitution is initiated in the system.

Farm Loan Graduation Reminder

FSA Direct Loans are considered a temporary source of credit that is available to producers who do
not meet normal underwriting criteria for commercial banks.

FSA periodically conducts Direct Loan graduation reviews to determine a borrower’s ability to
graduate to commercial credit. If the borrower’s financial condition has improved to a point where
they can refinance their debt with commercial credit, they will be asked to obtain other financing and
partially or fully pay off their FSA debt.

By the end of a producer’s operating cycle, the Agency will send a letter requesting a current
balance sheet, actual financial performance and a projected farm budget. The borrower has 30 days
to return the required financial documents. This information will be used to evaluate the borrower’s
potential for refinancing to commercial credit.

If a borrower meets local underwriting criteria, FSA will send the borrower’s name, loan type,
balance sheet and projected cash flow to commercial lenders. The borrower will be notified when
loan information is sent to local lenders.

If any lenders are interested in refinancing the borrower’s loan, FSA will send the borrower a letter
with a list of lenders that are interested in refinancing the loan. The borrower must contact the
lenders and complete an application for commercial credit within 30 calendar days.

If a commercial lender rejects the borrower, the borrower must obtain written evidence that specifies
the reasons for rejection and submit to their local FSA farm loan office.



If a borrower fails to provide the requested financial information or to graduate, FSA will notify the
borrower of noncompliance, FSA'’s intent to accelerate the loan, and appeal rights.

Interest Rates

90 Day Treasury Bill =0.125%

Farm Operating Loans - Direct = 2.625%

Farm Ownership Loans - Direct = 3.750%

Farm Ownership Loans - Direct Downpayment, Beginning Farmer or Rancher = 1.50%
Emergency Loans = 3.625%

Farm Storage Facility Loans:

(7 years) = 2.000%

(10 years) = 2.125%

(12 years) = 2.250%

Commodity Loans = 1.625%

USDA is an equal opportunity provider, employer and lender. To file a complaint of discrimination,
write: USDA, Office of the Assistant Secretary for Civil Rights, Office of Adjudication, 1400
Independence Ave., SW, Washington, DC 20250-9410 or call (866) 632-9992 (Toll-free Customer
Service), (800) 877-8339 (Local or Federal relay), (866) 377-8642 (Relay voice users).
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