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The Safety Net—A Quick
Overview

Three Parts:
— Marketing Assistance Loans
— Direct Payments
— Counter-cyclical payments



The Safety Net—Overview
cont...

Producer Agreements as a Condition of
Provision of Benefits

— For all portions of the safety net:

 Compliance with requirements wherein the
producer shall agree during the crop year to
comply with the applicable conservation
requirement for highly erodible lands and
comply with applicable wetlands protection
requirements.



The Safety Net—Overview

cont...

As a condition of the receipt of benefits
under the provision of the safety net-
the producers shall submit annual
acreage reports with respect to all
cropland on their farms.



Marketing Assistance Loans



Marketing Assistance Loans

e Qverview

— Marketing assistance loans and potential
Income enhancing benefits are coupled to
current production and current market
prices.

— Underlying price support feature of the
commodity title

— Marketing assistance loans are
nonrecourse loans



Marketing Assistance Loan Rates

Commodity 1996 FAIR Act 2002 FSRI Act
2001 Rate | 5402.2003 | 2004-2007

Corn (bu) $1.89 $1.98 $1.95
Barley (bu) $1.65 $1.88 $1.85
Oats (bu) $1.21 $1.35 $1.33

*Wheat (bu) $2.58 $2.80 $2.75

*Minor Oilseeds $9.30 $9.60 $9.30

(cwt)
Sorghum (bu) $1.71 $1.98 $1.95
Soybeans (bu) $5.26 $5.00 $5.00
Upland cotton (bu) $0.52 $0.52 $0.52
Rice (cwt) $6.50 $6.50 $6.50
Peanuts (Ton) $355 $355




Wheat Loan Rates

e Beginning with the 2002 crop year the base
county loan rates for wheat have been
announced by class.

e hard red spring (HRS)

e hard red winter (HRW)
« soft red winter (SRW)

« soft white wheat (SWW)
e durum (DUM)

 The hard white wheat (HWW) loan rate is
equal to the HRW loan rate

 The durum wheat (DUM) loan rate Is
applicable for all subclasses of durum.



2002 Oilseed Loan Rates

Mustard Seed

Type of Oilseed Loan Rate
Oil-type Sunflower $0.0915
Other-type Sunflower $0.1210
Flaxseed $0.0698
Canola $0.0949
Rapeseed $0.0947
Safflower Seed $0.1253

$0.0988
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Marketing Assistance Loan Rates
for Added Loan Commodities

Commodity 2002-2003 | 2004-2006
Small Chickpeas (cwt.) $ 7.56 $7.43
Lentils (cwt.) $11.94 $11.72
Dry Peas (cwt.) $ 6.33 $ 6.22
Honey (Ib.) $ 0.60 $ 0.60
Graded Wool (Ib.) $ 1.00 $ 1.00
Nongraded Wool (Ib.) $ 0.40 $ 0.40
Mohair (Ib.) $ 4.20 $ 4.20
Unshorn Pelts (Ib.) $ 0.40 $ 0.40




Marketing Assistance Loan
Mechanics

e Largely unchanged

* Potential Loan Deficiency Payment
(LDP) Is equal to the county loan rate
minus the Posted County Price (PCP).
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Marketing Assistance Loan
Mechanics

 Producer with beneficial interest in the commodity
can request an LDP any day after harvesting crop.
(A producer retains beneficial interest if all of the
following remain with the producer: control of the
commodity; risk of loss; and title to the commodity.)

— Producer loses opportunity to take out a marketing
assistance loan

OR....
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Marketing Assistance Loan
Mechanics

* Producer with beneficial interest in the
commodity can take a marketing
assistance loan for most commodities
for duration of 9 months beyond the
month of inception and receive county
loan rate on eligible commodities.
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Marketing Assistance
Loan Mechanics

 Repay before maturity at the lesser of
loan rate plus interest or PCP

* Loan can be repaid with interest at
maturity

e Loan can be held to maturity and
commodity forfeited to government
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Direct Payments
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Direct Payments

e Qverview

— The payments are decoupled from current
production and current market prices.

— The payments are generally available for
covered commodities.

— Covered commodities include:

 All of the commodities we have known as
program crops and contract commodities under
previous Acts plus peanuts, soybeans, and
other oilseed crops.
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Direct Payment Rates

Commodity 1996 FAIR Act 2002 FSRI Act
2002 Payment 2002-2007

Corn (bu) $0.261 $0.28
Barley (bu) $0.202 $0.24
Oats (bu) $0.022 $0.024
Wheat (bu) $0.461 $0.52
Minor oilseeds (cwt) $0.80
Sorghum (bu) $0.314 $0.35
Soybeans (bu) $0.44
Upland cotton (Ib) $0.0572 $0.0667
Rice (cwt) $2.05 $2.35
Peanuts (ton) $36.00
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Direct Payment Base

 Payment base equal to 85 percent of
acreage base
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Direct Payment
Acreage Base

— Acreage eligible for 2002 PFC payment
plus average eligible oilseed acreage for
1998-2001

 Includes planted and prevented planted acres
for oilseeds over all four years

OR...
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Direct Payment
Acreage Base

 Acreage base determined by the land owner

— Average acreage for all covered commodities for
1998-2001

 Includes planted and prevented acres for each crop over
all four years

* This method is available to producers who have a PFC
contract but wish to use average plantings rather than
use PFC acres.

— This method is also available to farms that
previously had no base but produced covered
commodities during the 1998-2001 period.
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Counter-Cyclical Payments
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Counter-Cyclical Payments

e Qverview

— The payments are decoupled from current
production, but not from current national average
prices.

— Target prices fixed for 2002-2003,increase for
most commodities for 2004-2007.

— Covered commodities include all of the
commodities known as program crops and
contract commodities under previous Acts plus
peanuts, soybeans, and other oilseed crops.
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Counter-Cyclical Payments

« What is a counter cyclical payment?
— On a per unit (of yield) basis, a counter-cyclical
payment is:
o Counter-Cyclical = Target Price — Effective Price
Payment

« Effective Price for a Commodity = Greater of
Marketing Assistance National Loan Rate +
Direct Payment Rate

OR...

 Marketing Year National Average Price + Direct
Payment Rate
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Counter-Cyclical Target Prices

Commodity 1990 FACT Act 2002 FSRI Act
Target Price Target Prices
2002-2003 | 2004-2007
Corn (bu) $2.75 $2.60 $2.63
Barley (bu) $2.36 $2.21 $2.24
Oats (bu) $1.45 $1.40 $1.44
Wheat (bu) $4.00 $3.86 $3.92
Minor Oilseeds (cwt) $9.80 $10.10
Sorghum (bu) $2.61 $2.54 $2.57
Soybeans (bu) $5.80 $5.80
Upland cotton (bu) $0.729 $0.7240 $0.7240
Rice (cwt) $10.71 $10.50 $10.50
Peanuts (Ton) $495.00 $495.00
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Counter-Cyclical Payments

« Calculation of the maximum potential counter-
cyclical payments:

e 2002-2003

Wheat Max Pmt/Bu. = Target Price — (Loan Rate + Direct Payment)
= $3.86 — (2.80 + 0.52)

= $0.54
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Maximum Possible Counter-Cyclical
Payments with Marketing Year Prices At or

Below Loan Rate

_ Payments/Unit of Yield
Commodity
2002-2003 2004-2007

Corn (bu) $0.34 $0.40
Barley (bu) $0.09 $0.15
Oats (bu) $0.026 $0.086
Wheat (bu) $0.54 $0.65
Minor Oilseeds (bu) $0.00 $0.00
Sorghum (bu) $0.21 $0.27
Soybeans (bu) $0.36 $0.36
Upland Cotton (bu) $0.1373 $0.1373
Rice (cwt) $1.65 $1.65
Peanuts (Ton) $104.00 $104.00
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Counter-Cyclical Payments

e Calculation of the minimum marketing year national
average prices that result in no counter-cyclical
payments:

e 2002-2003

Target Price  — Direct Payment = Minimum National Marketing Year Price

$3.86 — 0.52 = $3.34
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Minimum National Average Prices That
Result in No Counter-Cyclical Payments

Minimum Commodity Prices

Commodity
2002-2003 2004-2007

Corn (bu) $2.32 $2.35
Barley (bu) $1.97 $2.00
Oats (bu) $1.376 $1.416
Wheat (bu) $3.34 $3.40
Minor Oilseeds (cwt) $9.00* $9.30*
Sorghum (bu) $2.19 $2.22
Soybeans (bu) $5.36 $5.36
Upland Cotton (bu) $0.6573 $0.6573
Rice (cwt) $8.15 $8.15
Peanuts (Ton) $459.00 $459.00

* Loan rates equal or exceed these prices
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Counter-Cyclical
Payment Base

 Payment acres equal to 85 percent of
acreage base

15% 85% Paid

Not
Paid




Counter-Cyclical
Payment Base

 Acreage base determined by land owner

— Existing acreage base (eligible for 2002 PFC
payment) plus average eligible oilseed acreage for
1998-2001

 Includes planted and prevented planted acres for
oilseeds over all four years

OR...

— Average acreage for all covered commodities for
1998-2001

 Includes planted and prevented planted acres for each
crop over all four years
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Counter-Cyclical
Payment Yields

* Yields determined by owner
— EXxisting program yields (same as direct payments)

Or, if all bases are updated using the 4-year
averages

— Partially updated program yield using both existing
program yields and 1998-2001 average yields
» Updated yield = (average yield for 1998-2001 minus
existing program yield) * 70% + existing program yield
OR...
— Partially updated program yield using 1998-2001
average yields

» Updated yield = (average yield for 1998-2001) * 93.5% .



Your Actions Will
Be Needed

 Land owners will need to make acreage base
and yield decisions by April 1, 2003.

— These decisions are a one-time set of decisions
that prevall over the life of the counter- cyclical
payment program.

— These decisions will have to be completed before
any 2002 counter-cyclical payment can be made if
applicable.

— Remember that crop acreage bases and payment
yields will have to be established for minor
ollseeds if producers desire to obtain counter-

cyclical payments, when applicable.
33



Your Actions Will
Be Needed

* Producers with established crop acreage
bases and payment yields may sign up for
crop year 2002 and crop year 2003 counter-
cyclical payments beginning October 1, 2002
and continuing through June 2, 2003.

— Producers will have to sign up annually in
subsequent years during announced signup
periods to be eligible for counter-cyclical
payments.




Establishment of Base
Acres and Payment Yields



Base Acres and Payment Yields

* Direct Payments

— Based on old or new base acres and old
PFC yields.

 Counter-Cyclical Payments

— Based on old or new base acres and old
or new Yyields.
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Base/Yield Updating Overview

 Re-Inventing ‘Base’ Acres

— Can add ollseeds to base acres if grown
1998-2001.

— Can elect to use ‘old’ base acres used under
the 1996 FAIR Act (called 2002 PFC Base
here).

— Can compute ‘new’ base acres from 1998-
2001 average.
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Base/Yield Updating Overview

 Re-Inventing ‘Payment’ Yield
— Direct Payments

e Old farm program yields were constructed from 1981-1985
yields.

— Counter-cyclical payments

e Can update program crop payment yields and oilseed yields
using 1998-2001 weighted average yields per planted acre
(yield update only if base acres are updated).

 Don’t update program crop yields, adjust oilseed yields back
to 1981-1985.
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Decisions

Participate?

>-

2002 PFC Acres

/-\

98-01 Base Acres

+ Oilseeds

2002 PFC 2002 PFC || 70% Update | | 93.5% Update

Yield Yield Base Yield Base Yield for
for CC CC payment
payment only

only
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Base Update Decision:
Who & When?

 Owners of a farm will have a one time
opportunity to make an election of base

acreage on a farm (sign-up October 1, 2002-
April 1, 2003).

e Base updating will be done on a farm-by-farm
basis; that Is, by FSA farm number, as
constituted for the 2002 Production Flexibility
Contact (PFC).

e Default of 2002 PFC base.
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Base Update Decision:
Who & When?

e Same base elections for all
commodities on a farm.

e Total base acres can not exceed the
effective cropland on a farm.
— Effective cropland is all cropland minus
CRP, WRP, WBP, State Conservation and

other acres under restrictive use
easements or contracts.
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Updating Base
Acres - Procedures

1. Average Acreage of Program
Commodities ISs:

e 4-Year average, 19938-2001.

e Zero acres count in the average (add

up the acres 1998-2001 and divide
by 4).
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Updating Base
Acres - Procedures

2. For Ollseed Acreage:
 For 1998-2001 AVERAGE:
Total Planted acres for programs crops
-Total 2002 PFC Acres
=Maximum eligible oilseed acreage.

Exception: Oilseed acreage applied to base
cannot exceed AVERAGE planted
ollseed acres in 1998-2001 and cannot
be less than zero.
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Updating Base
Acres - Procedures

More on Oilseed Acreage.

Oilseed acreage is crop specific (canola
base and safflower base, for example).

May offset 2002 PFC acres with oilseed
acres on an acre for acre basis.

Offset acreage is limited to:

— Difference between average oilseed acres
(1998-2001) minus eligible average oilseed
acres.



Base Acreage Options

Option 1.

Option 2:

Option 3:

Retain 2002 PFC Acres

Retain 2002 PFC Acres,
add eligible ollseeds.

Retain 2002 PFC Acres, add
maximum eligible oilseeds
with PFC offset.
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Base Acreage Options

Option 4.

acClres

Option 5:

Update base acres using
1998-2001 average
for program crops.

Retain 2002 PFC Acres,
add oilseeds with some
PFC offset.

46



Acreage Option 1

Retain 2002 PFC Acres

Aval
any

Aval

able to owners who did not plant
orogram commodity in 1998-2001.

able to owners who have planting

history but elect to retain PFC base
acres.

Default method if no oilseeds were
produced.
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Option 1
2002 PFC

Example 1

Crop 2002 --Actual Acres --98-01 New
Planted PFC 1998 1999 2000 2001 Avg. Base

Barley 50 0 0 0 0 0 50
Wheat 150 O 0 0 0 0 150

Total 2000 O 0 0 0 0 200
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Acreage Option 2

Retain 2002 PFC Acres + Ollseeds
without PFC Offset

= Avalilable to owners who want to retain
PFC acres and add Oilseeds — must have
cropland acres available.

= Eligible ollseed acres must be greater
than ZERO.

= Default method if oilseeds were produced
and no election is made
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Option 2
2002 PFC + Eligible Qilseeds
Example 1

Crop 2002 --Actual Acres --98-01 New
Planted PFC 1998 1999 2000 2001 Avg. Base
Barley 50 40 50 40 50 45 50

Wheat 100 100 110 100 110 105 100
Safflower 0 20 20 20 20 20 20

Total 150 160 180 160 180 170 170
Planted -

PFC 10 30 10 30 20
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Acreage Option 3

Retain 2002 PFC Acres + maximum
Oillseeds with PFC Offset
Avalilable to owners who want to retain

PFC acres, add Oilseeds and offset PFC
acres with the maximum eligible
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Option 3
2002 PFC + Max. Eligible Oilseeds with PFC
Offset

Examplel
Crop 2002 --Actual Acres --98-01 New
Planted PFC 1998 1999 2000 2001 Avg. Base

Barley 20 15 15 15 15 15 5
Wheat 135 130 120 130 120 125 135
Safflower O 10 20 10 20 15 15
Canola 0 20 20 20 20 20 20
Total 155 175 175 175 175 175 175.0
Planted -

PFC 20 20 20 20 20




Acreage Option 4

Update All Base Acres

Update all bases on the farm using the
average of the 1998-2001 acreage
history for all program commodities.

Only option that allows you to update
program yield for the Counter-Cyclical
payment.
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Option 4
Update All Base Acres
Example 1

Crop 2002 --Actual Acres --98-01 New
Planted PFC 1998 1999 2000 2001 Avg. Base

Barley 30 50 50 50 50 50 50
Wheat 90 130 120 130 120 125 125
Safflower O 40 40 40 40 40 40
Canola 0 50 50 50 50 50 50



Acreage Option 5

Retain 2002 PFC Acres + some
Ollseeds with PFC Offset

=  Available to owners who want to retain

PFC acres, add Oillseec
acres with some ollseed

s and offset PFC
S.

= Somewhere between O

potion 2 (add

ollseed with no PFC offset) and Option 3

(add maximum oilseeds

with PFC offset).
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Option 5
2002 PFC + Oilseeds with some PFC Offset
Example 1

Crop 2002 --Actual Acres --98-01 New
Planted PFC 1998 1999 2000 2001 Avg. Base

Oats 15 0 0 0 0 0 0
Barley 15 20 20 20 20 20 15
Wheat 150 120 110 120 110 115 150
Canola 0 50 60 50 60 55 25
Total 180 190 190 190 190 190 190.0
Planted -

PFC 10 10 10 10 10




Updating Yields



Direct Payment Program

* For the traditional program crops that
had 2002 PFC base acreage, the
program payment yield does not
change; generally, the direct payment
yields will be those applicable to the
1986 crop year.
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Direct Payment Program

* For the traditional (non-oilseed) crops,
produced any year during the 1998 through
2001 period without PFC base, program
yields will be assigned by FSA.

— If the 1995 Acreage Reduction Program Yield is
available for the farm and crop, it will be used.

— If there is no PFC or Acreage Reduction Program
Yield available, FSA will assign a yield based on
PFC yields of three similar farms in the county.
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Direct Payment Program

* For ollseed crops, yields will be a Producer
Average Yield per planted acre from the 1998

through 2001 crop years ‘adjusted’ back to

1981-85.
— These will be weighted average yields.

— Low yields in the 1998 through 2001 period can be
replaced with 75 % of the county harvested yield.

— The calculated weighted average yield will be
reduced by the yield ratio, resulting by dividing
the 1981-1985 crop yields by the 1998 through
2001 crop yields.

* Direct payment oilseed yields = weighted
average yields x yield ratio. 60
e The vield ratios are: flaxseed =0 65 sunflowers =



Counter-Cyclical Program

f producers do not update crop acreage
pases, counter-cyclical program
payment yields are the PFC yields.

— Can only update yields if you update the
base acres.
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Counter-Cyclical Program

e |f ollseed bases are added to PFC
bases and/or are used to offset
traditional program bases, then:

— PFC yields are used for counter-cyclical

payments for traditional program crops;
and

— Counter-cyclical program payment yields
for ollseeds are those established for the
direct payment program.
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Counter-Cyclical Program

If and Only If Base Acres are updated
for all program commodities, then
there are three options for yield:

1. Use PFC Yields (no updating)
2. Update To:

0.70*(1998-01 weighted avg YId — PFC YId) + PFC
Yld

3. Update To:
0.935*(1998-01 weighted avg YId)
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Updated Yield Example

PFC Yield = 25 bu
1998 Yield = 33 bu on 100 acres=3,300 bu
1999 Yield = 30 bu on 200 acres=6,000 bu
2000 Yield = 28 bu on 100 acres=2,800 bu
2001 Yield =13 bu on 100 acres=1,300 bu
500 acres & 13,400 bu
1998-01 Weighted Avg Yld = 27

(26.8)



Updated Yield Example

Yield Option 1 (No Updating)

— PFC Yield = 25 bu
Yield Option 2 (70% rule)

— New Yield = 25 + 0.70*%(27-25) = 26 (26.4)
Yield Option 3 (93.5% rule)

— New Yield = 0.935*27 = 25 (25.2)

The same options must be used for all
covered commodities.
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Base and Yield Updating:
Examples



Analysis Tool

Base Yield Analyzer — Texas A&M
 http://www.afpc.tamu.edu/models/bya/
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vvasnakie county-4irrigarted

LAND USE ACRES
Malt barley 265
Corn for silage 90

Corn for grain 90
SUBTOTAL 445
Alfalfa establishment 35
Alfalfa for hay 110
Sugar beets 210
TOTAL 800




vvasnakie county rarm
(Program and Production

History)

Production History:
Barley-
2002 PFC Acres: 210

Payment Yield: 80 bushels
Acres/Yield 1998 1999 2000 2001
Acres Planted | 270 260 275 260
Usual yields 105 110 100 115
Stressed yields | 95 80 70 80
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vvasnakie county rarm
(Program and Production

History)

Production History:
Corn-
2002 PFC Acres: 180

Payment Yield: 110 bushels
Acres/Yield 1998 1999 2000 2001
Acres Planted | 185 175 190 170
Usual yields 150 130 145 135
Stressed yields | 115 125 105 120
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Input for Base and Yield Calculator
Empty fields will be interpreted as zero values.

State: WYy County: \Washakie
Farm Name: |MyFarm
Effective DCP Cropland: g0 Glossary of Terms

DCP Double Cropped Acres:

T

corn Irrigated

2002 PFC Acres 180
2002 PFC Yield (bu.) 110
Similar Farm's 2002 PFC Yield (bu.) 77 <+——— BYA Inserts These
County Average Yield 1998-01 (bu.) lm— mlpmm yields for 'all' and does not breakout irrigated and
1993 1949 2000 2001
Total Planted & Prevented Planted Acres |1EE IH‘E |19EI 170
Proven YieldfPlanted Acre or Proven Production {bu.) |15|:| |13|:| |145 135
Prevented Planted Acres | | | Ii
Specify whether entered yield or production & Yield " Production

Your share of the crop (%) 100



Barley Irrigated

2002 PFC Acres 210
2002 PFC Yield (bu.) il
Similar Farm's 2002 PFC Yield (bu.) a80.7
County Average Yield 1998-01 (bu.) 4k

Total Planted & Prevented Planted Acres
Proven Yield/Planted Acre or Proven Production (bu.)
Prevented Planted Acres

Specify whether entered yield or production

Your share of the crop (%)

4—

dgpES-anly—reports vields for 'all' and does not breakout irrigated and
non-irrigated,

BY A Inserts These

1995 19499 2000 2001
270 260 275 260
105 110 100 115
I 0 I 0

* Yield " Production
100
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Washakie Base Acre Options

Tabhle 6. Base Lere Options: Final Calculated Base Acres for Options 1 and 4, After Excess Base Acre Rule

2002 Contract Update 41l
Base lcres Bases

Crop Name (Option 1) (Option 4)
Corn 150.00 150.00
Barley 210.00 266,30

Total Base Acres 390,00 445,30

Base acres are calculated for the relevant options given the crops on the farm. If the farw raises
oilzeeds then Options 1-5 appear in the table. Farms without oilseed crops have Options 1 and 4.

Definitions of the Options for Updating Base Acres:
Option 1. Retain 2002 PFC acres for all years.
Option 2. Retain 2002 PFC, add oilseeds without PFC offzet.
Option 4. Retain 2002 PFC, add oilseeds with maximum PFC offzet.
Option 4. Update all base acres using 1998-01 average planted acres.
Option 5. Retain 2002 PFC, add oilseeds with PFC offset to max govermwent payments.
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Washakie Yield Options

Table 7. Payment Vield Options: Calculated Farm Payment Vields for Direct and Counter-Cyelical Payments

Direct 2002 PFC  Only Estahl, 705 Iner, 93,53 of
Pament  Tield  Oilseed Vield in Vield Average Tield

Crop Nane Tield (Option &) (Option 7)  (Option &) (Option 9
corn 110,00 110,00 110,00 131,00 131,00
Barley 80,00 80,00 80,00 99,00 100,00

The payment yield for direct payments equals current PFC payment yields or similiar farm payment yields
for PFC crops and a fraction for oilseeds, such as 0.78, of average yields,
Payment yields are caleulated for the relevant options given the crops on the farm,

Definitions of the Options for Establishing Farm Payment Vields:
Option 6, Freeze 2002 payment yields for non-oilseed crops.
Option 7. Establish oilseed payment yields and freeze payment yields for non-oilseed crops.
Option 8, Establish paywent vields using 705 of increase in yield over 2002 payment yield,
Option 9, Establish paywent yields using 93,55 of average 1998-01 proven yield,
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Washakie Risky Analysis

Table 11, Risk Besults: iverage Annual Govermwent Paywents for A1l Crops, by Payment Type and Alternative
These results were calculated using 500 possible cowbinations of future prices not the user entered prices.

2002 2003 2004 2005 2006 2007 Total
Direct Payments
i, Freeze Z00Z Baze (1) 5140, 5140, 5140, 5140, 5140, 5140, 48834,
E. Update Base (4) 9053, 9053, 9053, 9053, 9053, 9053, o435 50,
F. Update Base (4) 9053, 9053, 9053, 9053, 9053, 9053, 54350,
G. Update Base (4) 9053, 9053, 9053, 9053, 9053, 9053, 54350,
Counter Cyclical Payments
L, Freeze 2002 Base (1) and Vields (6] Sl 2129, 5957, he5l. 5265, 4912, 24887,
E. Update Base (4) Freeze Vields (7] Il 2162, 6387, 6063, 5647, 5282, 2h512,
F. Update Base (4) & Tields 7035 (B) 445, 3296, L T3l 6509, 63 Ta.i Cabek
G, Update Base (4) & Vields 93.5% (9] 445, 3293, e 1330 6831, Bt J2023.
Total Payments
L, Freeze 2002 Base (1) and Vields (6) ahldl 10869, 14097, 13791, 13405, 13052, 137724,
E. Update Base (4) Freeze Yields (7) 9430, 11820, 15445, 15La Ly 14705, Tadd L 80863,
F. Update Base (4) & Tields 7035 (B) 9501, L& 3585, 16759, 16369, 15867, 18431, Bh2E3.
. Update Base {4) & Vields 93.5% (9) 9501, 1235, 16785, 16394, 15890, 15453, 86379,




Washakie My Constant Prices

Tabhle 12. Producer Price Results: Annual Governwent Payments, by Type of Payment and Update Alternative

These rezults were calculated uzing projected prices entered by the user and do not reflect any price risk.

2002 2003 2004 2005 2008 2007 Total
Direct Payments
L., Freeze 2002 EBase (1) 5140, 5140, 5140, 5140. 5140, 5140, 458385,
E. Update EBase (4] 9058, 9058, 9058, 9058, 9058, 9058, 54350,
F. Update Base [4) 9058, 9058, 9058, 9058, 9058, 9058, 54350,
iz. Update bBase [4) 9058, 9058, 9058, 9058, 9058, 9058, 54350,
Counter Cyolical Payments
L., Freeze 2002 Base (1) and YVields (&) a. a. 2524, 1683, 1010, 337, )t 8
E. Update Base (4) Freeze Yields (7] a. a. 2524, 1683, 1010, 337, YT
F. Update Base (4] & Vields 705 (8] a. a. 3006, 2004, 1203, 401, 6614,
. Update Base (4) & Yields 93.5% (9] 0. 0. 3006, 2004, 1203, 401, 6614,
Total Payments
L., Freeze 2002 Baze (1) and Tields (6] 5140, 5140, 10664, 9523. 9145, 5476, 543591,
E. Update Base (4] Freeze Yields (7] 9058, 9058, 11553, 10741, 10065, 9395, 59304,
F. Update Base (4] & YVields 70% [8) 9058, 9058, 12065, 11063, 10z61. 9459, EO965.
7. Update Base (4] & Tields 93.5% (9] 9058, 9058, 12065, 11063, 10z61. 9459, 0965

Base acres are calculated for the relewvant options given the crops on the farm.

0llseeds then Options 1-5 appear in the table,

Option
Option
Option
Option
Option

o
2.
s
AN
5

Fetain
Fetain
Fetain
Tpdate
Fetain

2002 PFC acres for all years.

2002 PFC, add oilseeds without PFC offset.

If the farm raises

Farms without oilseed crops have Options 1 and 4.

2002 PFC, add oilseeds with maximun PFC offset.

all hase acres using 1995-01 average planted acres.

2002 PFC, add oilseeds with PFC offset Lo max governwment payients.
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Risky Analysis— Poor Yields

Table 11, Risk Results: Average Annual Govermmwent Paywents for All Crops, by Payment Type and Alternative
These results were calculated using 500 possible combinations of future prices not the user entered prices.

2002 2003 2004 2005 2006 2007 Total
Direct Payments
L. Freeze 2002 Base [1) 5140, 5140, 5140, 5140, 5140, 5140, 4ad3o.
E. Update Base (4] 058, 058, 058, 058, 058, 058, h4350.
F. Update Base [4) 9058, 9058, 9058, 9058, 9058, 9058, 54350,
. Update Base [4) 9058, 9058, 9058, 9058, 9058, 9058, 54350,
Counter Cyclical Payments
L. Freeze 2002 Base (1) and Vields (&) 32, 2129, 5957, b65l. hZha, quLE, 24887,
E. Update Base (4) Freeze Yields [7) 372, 2762, 6387, 6063, h647, hidd. ol e
F. Update Base (4) & Vields 70% (8) 385, 2859, 6571, 6237, 5809, 5433, 27293,
G. Update Base (4) & Vields 93.5% (9) 365, 2107, 6206, 5831, o4a7, 5131, 2a786,
Total Payments
L. Freeze 2002 Base (1) and Vields (&) 8all. 10869, 14037, 13791, 134045, 13052, 13724,
E. Update Base (4) Freeze Yields [7) 9430, 11820, 15445, 15121, 14705, 14341, B0a6d.
§. Update Base (4) & Vields 70% (8) 0444, 11917, 15629, 15295, 14867, 14491, 81644,
G. Update Base (4) & Vields 93.5% (9) 9423, 11765, 15264, 14943, 14545, 14189, 80136,




My Constant Prices— Poor Yields

Table 12. Producer Price Eesults: Annual Governmwent Payments, by Type of Payment and Update Alternative

Theze results were calculated using projected prices entered by the user and do not reflect any price risk.

2002 2003 2004 2005 2006 2007 Total
Direct Payments
L, Freeze 2002 Base (1) 5140. 5140, 5140, 5140, 5140, 5140, 48838,
E. Update Base [4) o055, 9053, o053, o053, o053, o053, 54350,
F. Update EBase [4) o053, o053, 9053, 9053, 9053, 9053, 54350,
. Update Base [(4) o053, o053, o053, o053, o053, o053, 54350,
Counter Cyclical Payments
L., Freeze 2002 Base (1) and Yields [6) 5 0. 2hz4g, 1a33. 1010, 335 5554,
E. Update Base (4] Freeze YVields [7) 0. 0. 2h24. 1683, 1010. i 5554,
F. Update Basze [(4) & Yields 70% (8) ;L 0 2616, 1744, 1047, 349, 5756,
7. Update Base [(4) & Yields 93.5% (9] 5 0. 2479, 1EGEY 991, 330. 5453,
Total Payments
L., Freeze 2002 Base (1) and Yields [6) 5140, 5140, 10664, 9823, 9149, 8476, 54391,
E. Update Base (4] Freeze Vields (7] 9055, 9055, 115835, 10741. 10065, 9385, 59904,
F. Update Base (4] & Yields 70% (&) o053, o053, 11875, 10803, 10105, 9407. 60106,
iz, Update bBase (4] & Yields 95.5% [9) =THLT =THLT 11557, 10711, 10dan, K= o980a.

Base acres are calculated for the relevant options given the crops on the farm.

0ilzeeds then Options 1-5 appear in the table.

Option
Cption
Option
Option
Cption

Ly R = A R

. Betain 2002 PFC acres for all years.
. Betain Z00Z PFC, add oilseeds without PFC offset.

. Betain 2002 PFC, add oilseeds with maximunm PFC offzet.
. Tpdate all hase acres using 1998-01 average planted acres.

. Betain Z00Z PFC, add oilseeds with PFC offset Lo max govermment payments.

If the farm raises

Farms without oilseed crops have Options 1 and 4.
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Base and Yield Updating:
Examples



Analysis Tool

Base Yield Analyzer — Texas A&M
 http://www.afpc.tamu.edu/models/bya/
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Park County-Irrigated Farm
(Typical Land Use)

LAND USE ACRES
Malt barley 230
SUBTOTAL 230
Alfalfa establishment 50
Alfalfa for hay 150
Sugar beets 240

Dry beans (Pinto) 130
TOTAL 800




Fark county rarm
(Program and Production

History)

160 acres of barley
75 bushels of barley per acre

2002 PFC Acres:
Payment Yield:

Production History:

Acres/Yield 1998 1999 2000 2001
Acres Planted | 200 240 220 270
Usual yields 95 85 100 85
Stressed yields | 95 70 80 80
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= Th n
Agriceultural and Food Policy CeBnter
YA -

Please select yvour state and then your

Exit
county.

State;

County:

Sukbmit




If Information
from FSa lists
"subsequent
acres" for one or
more years you
MUST choose
which crop to use
in the base
updating
process.
Subsequent
acres may not be
counted twice.

1FSa certified irrigated acres

If you select combined, you cannot select the irrigated or non-irrigated production practices for that crop.

Cotton
Wheat
Sorghum
Carn
Barley
Dats

Rice
Soybeans
Sunflowers
Flaxseed
Canola
Rapeseead
Safflower

Mustard

FSa
Certified
Irrigated

Practicel

-

[ I I

OO000Og00on0oan

Subimit

Mon-
Irrigated
Production
Practice

.

[ R |

EEEEE s E

Combined

Irrigated/Mon-

Irrigated
Practice?

-

[ o O R B |

EE S e e E e

Glossary of
Terms
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Input for Base and Yield Calculator
Empty fields will be interpreted as zero values.

State: ‘W County: Park
Farm Mame: byFarmHere
Effective DCP Cropland: gao

DCP Double Cropped Acres: 1

Barley Irrigated

Glossary of Terms

2002 PFC Acres 160
2002 PFC Yield (bu.) 75
Similar Farm's 2002 PFC Yield (bu.) R4 4—
ts yield fA'ﬁII'Indd tS’c;rrI] t irngated and
County Average Yield 1998-01 (bu.) 100 e BRI AR Al AN HRE R AR R R MR 2
non-irrigated.
1993 1999 2000 2001
Total Planted & Prevented Planted Acres |2I]I] 240 |22|] 270
Proven YieldfPlanted Acre or Proven Production {bu.}) |E|5 Gl |1 o BA
Prevented Planted Acres | |
Specify whether entered yield or production {* Yield " Production
Your share of the crop (%) 100
[ TN T Y P R e I Mumen NDuimnaes oA Faum blvn O ancd st Mutone benaliomie fowsrmmule e el 2dbacst




Default Commodity Price Projections

Assumed Annual Crop Prices Used for the Constant Price Analysis {(or user's own estimates)

Crop Name:

Feed Barley (bu.}

2002

I2.12

2003

|1.??

2004

[E N (R

2006

|1 83

2007

i1.EE

20058

Specify the output format. These options do not affect the calculations or prices used for the analysis.

Minimum Output

Input for the farm

Calculated base acres

Calculated payment yields

Total annual payments by update alternative for risky price and
constant price analyses

Frojected total government payment for updating options

Maximum Output

Input for the farm

Tahles showing how base and yields are calculated

Calculated base acres

Calculated payrment yields

Average annual direct and CC payment rates used for analysis
Annual government payments by crop and update alternative
Total annual payments by update alternative for risky price and
constant price analyses

Projected total government payments for updating options

Submit far Analysis
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My Commodity Price Projections

Assumed Annual Crop Prices Used for the Constant Price Analysis {or user's own estimates)

Crop Name:

Feed Barley (bu.}

2002

|2.21

2003

12.1?

2004

IZ.EH IE.EB 12.31

2006 2007

[2.34

20045

Specify the output format. These options do not affect the calculations or prices used for the analysis.

Minimum Output &

Input for the farm

Calculated base acres

Calculated payment yields

Total annual payments by update alternative for risky price and
constant price analyses

Projected total government payment for updating options

Maximum Output O

Input for the farm

Tahles showing how base and yields are calculated

Calculated base acres

Calculated payment yields

Sverage annual direct and CC payment rates used for analysis
Annual government payments by crop and update alternative
Total annual payments by update alternative for risky price and
constant price analyses

Projected total government payments for updating options

submit for Analysis
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Park County Base Acre Options

Table 6, Base lere Options: Final Calculated Base leres for Options 1 and 4, Lfter Excess Base Acre Rule

2002 Contract Update 111
bage leres  Bages

Crop Name (Option 1) [Option 4
Barley 160,00 232,30
Total Bagse Leres 160,00 234,50

Base acres are calculated for the relevant options given the crops on the farm, If the farm raises
0ilzeeds then Options 1-5 appear in the table. Farms without oilseed crops have Options 1 and 4.

Definitions of the Options for Updating Base Leres:
Option 1. Retain 2002 PFC acres for all years.
Option &. Retain 2002 PFC, add oilseeds without PFC offszet.
Option 4. Retain 2002 PFC, add oilseeds with maximum PFC offset,
Option 4. Update all basze acres using 1998-01 average planted acres.
Option 5. Retain 2002 PFC, add oilseeds with PFC offset to max government payments.
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Park County Yield Options

Table 7. Payment Tield Options: Calculated Farm Payent Tields for Direct and Counter-Cyclical Payments

Direct 2002 PFC  Only Estahl. 705 Incr. 95.5% of
Payment  Vield  Oilseed Vield in Vield Iverage Vield
Crop Name Tield (Option &) (Option 7)  (Option 8] (Option 9
Barley 13,00 13,00 13,00 86,00 83,00

The payment yield for direct payments equals current PFC payent yields or similiar farm payment yields
for PFC crops and a fraction for oilseeds, such as 0.78, of average yields.
Payent vields are calculated for the relevant options given the crops on the farm.

Definitions of the Options for Establishing Farm Paywent Vields:
Option 6. Freeze 2002 payment yields for non-oilseed crops.
Option 7. Establish oilseed payment yields and freeze payment yields for non-oilseed crops.
Option 8. Establish pawment vields using 70% of increase in yield over 2002 pawment yield.
Option 9. Establish pawwent yields using 93.5% of average 1998-01 proven yield,
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Park County Risky Analysis

Table 11. Risk Resultz: Aiverage Annual Govermment Payments for ALl Crops, by Payment Type and Alternative
These results were calculated using 500 possible combinations of future prices not the user entered prices.

200z 2003 2004 2005 2006 2007 Total
Direct Payments
L, Freeze 2002 Base (1) B B B B B B 14688,
E. Update Base (4] S S S S S S Bl3a4;
F. Update Base (4) 355 355 355 355 355 355 21344,
. Update Base (4) 355 355 355 355 355 355 21344,
Counter Cyclical Payments
i, Freeze 2002 Base (1) and Vields (6) a. g7, 1145, 1097, 1016, 96, 4331.
E. Update Base (4) Freeze Yields (7 a. 126, 1664, 1504, 1477, 1433, 6294,
F. Update Base (4) & Vields 70% (B) a. 144, 1908, 1828, 1693, 1644, TR
. Update Base {4) & Vields 93.5% (9) a. 143, 1886, 1806, 1673, 1624, TR
Total Payments
i, Freeze 2002 Base (1) and Vields (6) 2448, RS 35093, 3545, 1464, 3434, 19013,
E. Update Base (4) Freeze Yields (7) FE5T 3683, B Gl 5034, 4991, 27637,
F. Update Base (4] & Vields 70% (B) S ST 3701, LELLY 53as. 5250, 5201, 28560,
. Update Base (4] & Vields 93.5% (9) S ST 3700, 5443, hi6d, il sl 5182, 28478,




Table 12. Producer Price Besults: Annual Governwent FPavients, by Type of Payment and Update Alternative

Park County My Constant Prices

Thezse results were caloulated using projected prices entered by the user and do not reflect any price risk.

2002 2003 2004 2005 2006 2007 Total
Direct Payments
L. Freeze 2002 Basze (1) 2448, 2448, 2448, 2448, 2448, 2448, 14688,
E. Update EBase (4] FEH FEH FEH FEH FEH FEH 21344,
F. Update Base [4) IE5H IE5H IE5H IE5H IE5H IE5H 21344,
7. Update Base (4] 3557, 3557, 3557, 3557, 3557, 3557, 21344,
Counter Cyclical Pavments
L. Freeze 2002 Baze (1) and Yields (8] 2 2 2 2 2 2 2
E. Update Baze (4] Freeze Tieldzs (7) ) ) ) ) ) ) )
F. Update Base (4] & Tields 70% (8] 0. 0. 0. 0. 0. 0. 0.
. Update Base [4)] & Yields 93.3% [9) 0. 0. 0. 0. 0. 0. 0.
Total Payments
L, Freeze 2002 Basze (1) and Vields (&) 2448, 2448, 2448, 2448, 2448, 2448, 14688,
. Update Easze (4) Freeze Yields (7] Gl Gl Gl Gl Gl Gl 21344,
. Update Baze (4) & Tields 703 (8) FEH FEH FEH FEH FEH FEH 21344,
. Update Basze (4) & Tields 93.5% (9] FE5T FE5T FE5T FE5T FE5T FE5T 21344,

Bazse acres are calculated for the relevant options given the crops on the farm.

oilseeds then Options 1-5 appear in the table.

Option
Option
Option
Option
Option

L R A R

Fetain

. Betain
. Betain
. Tpdate
. Betain

2002 PFC acres for all years.

2002 PFC, add oilseeds without PFC offzet.

If the farm raises

Farms without oilseed crops have Options 1 and 4.

2002 PFC, add oilseeds with maximum PFC offset.

all bhase acres using 1998-01 average planted acres.

2002 PFC, add oilseeds with PFC offzet to mwax government paywents.




Risky Analysis— Poor Yields

Table 11, Risk Results: Average Ainnual Government Payments for A1l Crops, by Payment Type and Alternative
These results were calculated using 500 possible combinations of future prices not the user entered prices,

202 2003 2004 2005 2008 2007 Total
Direct Payments
L, Freeze 2002 Base (1) i i i i i i 14688,
E. Update Base (4] B B B B B B e
F. Update Base (4] Sl e Sl e Sl e Sl e Sl e Sl e ol i
. Update Base [4) s s s s s s e
Counter Cyclical Payments
L, Freeze 2002 Base (1) and Yields (6) 0. a7, s 1097, 1016, 986, 5 Sk
E. Update Base (4] Freeze Yields (7) 0. T 1664, e i i A 254,
F. Update Base (4] & Tields 703 (B) 0. L34, T 1700, R e 6713,
. Update Base (4] & Vields 93.3% (9) 0. i 1703, 1636, 1516, i b46z,
Total Payments
i, Freeze 2002 Base (1) and Yields (6] 2448, il 3583, 3543, 1464, 3434, 19019,
E. Update Base (4] Freeze Yields (7) S 1683, S S sk 2034, R 21637,
I, Update base (4] & Tields /U3 [0 eI 3641, S S o BT alldh. aallat,
r. Update Base (4] & Vields 93.5% (9) s e JhE6, VALY S a073. al29, a1ala.




My Constant Prices— Poor Yields

Takble 12. Producer Price Eesults: Annual Governwent Payments, by Type of Pavwent and Update Llternative

These results were calculated using projected prices entered by the user and do not reflect any price risk.

Direct Payments

L, Freeze 2002 Base (1)
E. Update Baze (4]

F. Update Base (4)

z. Update Baze (4]

Counter Cyclical Payvments

L, Freeze 2002 Base (1) and Vields (a)
E. Update Baze (4] Freeze Yields (7)
F. Update Base (4) & Yields 70% (3)

. Update Baze (4] & Yields 33.53% (9]

Total Pavments
L, Freeze 2002 and Tields (&)

E.) Update Baze (4] Freeze Vields (7)
F. Update Base (4) & Yields 70% (3)
= Update Baze (4] & Vields 93.5% (9]

2002 2003 2004 2005 2006 2007 Tatal
2448, 2448, 2448, 2448, 2448, 2448,  14688.
3557, 3557, 3557. 3557, 3557, 3557. 21344,
3557, 3557, 3557. 3557, 3557, 3557. 21344,
3557, 3557, 3557. 3557, 3557, 3557. 21344,
0. 0. a. 0. 0. a. a.
a. a. a. a. a. a. a.
0. 0. a. 0. 0. a. a.
a. 0. a. a. 0. a. a.
2448, 2448, 2448, 2448, 2448, 2448, 14688
3557, 3557, 3557. 3557, 3557, 3557. 21344,
3557, 3557, 3557. 3557, 3557, 3557. 21344,
3557, 3557, 3557. 3557, 3557, 3557. 21344,

Base acres are calculated for the relevant options given the crops on the farm.

Ollseeds then Options 1-5 appear in the tahle.
Option 1. Retain 2002 PFC acres for all years.

Cption 2. Betain 2002 PFC, add oilseeds without PFC offset.

If the farm raises

Farms without oilseed crops have Options 1 and 4.

Cption 3. BRetain 2002 PFC, add oilseeds with maximum PFC offset,

Cption 4. Update all base acres using 1995-01 average planted acres.

Cption 5. Retain 2002 PFC, add oilseeds with PFC offzet to max goverrmmwent payments.



Base Information and
Verification
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Base Information
and Verification

e Needed Information

— Most long-time commodity program
participants will have filed annual acreage
reports with FSA on all cropland on their
farm(s). This is the needed information.
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Base Information
and Verification

 Needed Information (continued):

— If an owner/producer has not filed crop
acreage reports with FSA for each of the
four crop years 1998 through 2001, then
such reports may be back-filed for each of
the missing years.
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Base Information
and Verification

e Information when back-filing:

— Owners/producers must be able to provide
evidence of planting and harvesting of each
covered commodity.

— Evidence of planting would include recelipts for
seed purchase, and possibly receipts for seed
cleaning.

— Evidence of harvest might include a statement
from a neighbor, crop insurance adjuster, etc.
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Information for Verifying
Payment Yields



Information for
Establishing Payment Yields

Direct payment yields for wheat and feed grains:
— For farms with PFC yield:

 Payment yields for wheat and feed grains on a farm are
the 2002 Production Flexibility Contract (PFC)
payment yields for the applicable crops on the farm.

— For farms without PFC vyield:

e |If a 2002 PFC yield is not present for a farm and crop,
but a 1995 Acreage Reduction Program yield is present
for the farm and crop, then the Acreage Reduction
Program payment yield shall be used.
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Information for
Establishing Payment Yields

* Direct payment yields for wheat and feed
grains (cont.):
e For a farm where a covered commodity was planted
In one or more years from 1998 through 2001.
2002 PFC acres do not exist for the farm, and a
1995 Acreage Reduction program payment yield is

not available for any covered commodity on the
farm, a direct payment yield will be assigned.

 The assigned yields for crops shall be based on
the PFC yield on at least three similar farms that
are physically located in the county There will be
consideration to these potential direct payment
yields relative to other PFC payment yields on the

farm or other farms of the producer, etc 100



Information for
Establishing Payment Yields

e Direct payment yields for oilseeds:

— An actual yield per planted acre for 1998
through 2001 crops will be used to establish direct
payment yields for oilseeds. The weighted
average yield, which may include adjustments
based on county NASS vyields for any of the 1998
through 2001 crop years in which the yield is less
than 75% of the county average, or production
evidence is missing or unacceptable, is then
adjusted by a historical yield ratio to reflect
production levels for the early 1980s.

— The historical yield ratios are: flaxseed 0.65;

sunflowers, 0.80: and other oilseeds, 0.78. o



Information for
Establishing Payment Yields

Counter-cyclical payment yields:

— What a producer is allowed to do with respect to
yield adjustments for counter-cyclical payment
purposes depends on decisions made relative to
their bases for covered commodities.

— An actual yield per planted acre for the 1998
through 2001 crop years may be used to establish
partially updated payment yields for counter-
cyclical payments only if both of the following

apply:
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Information for
Establishing Payment Yields

 Counter-cyclical payment yields (cont.):

— The owners of the farm elected to establish base
using the average acreage planted (and prevented
from being planted) to each covered commodity
(1998 through 2001), and

— The owner elects to partially update yields for all
covered commodities planted on the farm in one
or more years (1998 through 2001)
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Information for
Establishing Payment Yields

Counter-cyclical payment yields (cont.):

— The weighted average yield, which may include
adjustments for individual years because crop’s actual
yield was less than 75% of the county average or
production evidence was missing or unacceptable, Is
then adjusted by the owner to partially update yields
for all covered commodities on the farm.

— The two partial update methods for yields for
covered commodities are:
o 70% method: (new yield — old yield) x 70% + old yield
e 93.5% method: (new yield) x 93.5%

— The same yield update calculation method must be
used for all covered commodities on the farm.
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Information for Establishing
Payment Yields

« General procedures for updating
payment yields:
— If owners elect to update yields, the owners or
producers must report production to FSA.

— Owners or producers will be required to list, but
not submit, documents to support their
production at the time they file production
iInformation with FSA.

— Documentation will be required at a later date to
verify the reported production. It is FSA’s
Intention to eventually verify all reported

production.
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Information for Establishing
Payment Yields

« Payment yield verification depends on
disposition of commodities:

— For commodities sold, stored, or disposed of
commercially off of the farm

— For grain production used or stored on the farm

— For acreages that were silaged, hayed, or
grazed

— We will discuss verification for the first two
methods of disposition
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Information for Establishing
Payment Yields

« Payment yield verification for
commodities sold, stored, or disposed of
commercially off of the farm:

 For production that is commercially sold, stored, or
disposed of off the farm, evidence must show the:
—  Producer’s name
—  Commodity
—  Buyer or storing facility
—  Transaction of delivery date

—  Quantity (bushels, pounds, or hundredweight, as
applicable)
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Information for Establishing
Payment Yields

 Production can be substantiated by documentation,
iIncluding:

— LDP records

— Warehouse receipts

— Warehouse ledgers

— Warehouse load summaries
— Settlement sheets

— Scale tickets or weight slips supported by other
evidence, such as a sales document

— Computer-generated documents form a licensed
warehouse that contain required information

FSA would prefer either LDP records or other
documentation, not both. 108



Information for Establishing
Payment Yields

« Payment yield verification for grain
production used or stored on the farm:

« Measured quantities from the 1998 through 2001
crop years that remain in farm storage may be
considered acceptable production evidence if
measurements were completed and documented
by an FSA or crop insurance representative

 Production being used for seed for the producer’s
own use, may be considered acceptable is both of
the following apply:
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Information for Establishing
Payment Yields

 Producer provides written certification, indicating
the:
—  Disposition was by planting
—  Seeding rate
—  Number of acres planted

 The county-level FSA committee determines that:

—  The quantity for seed is reasonable, considering the
number of acres planted by the producer

—  The evidence is satisfactory, and represents the
applicable farm and year

— Itis customary in the area for producers to use farm raised
seed to produce the specific crop
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Information for Establishing
Payment Yields

« Payment yield verification for grain
production used or stored on the farm
(cont.):

 Acceptable proof that production was used
on the farm as grain for livestock feed shall
be limited to existing FSA records or crop
Insurance records that indicate the crop was
fed or was to be used for livestock feed.
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Information for Establishing Payment Yields

IF....

AND...

THEN...

grain was measured by FSA or
crop insurance representative
and/or producer obtained LDP

records are on file to indicate
the grain was fed or will be
used for feed

the LDP is measured quantity is
acceptable

grain was measured by FSA or
crop insurance representative

records were not filed to
indicate the grain was fed or
will be used for feed

the measured quantity is
acceptable, only if other
production records dated after
the measurement date are not
submitted

timely filed FSA or crop
Insurance records show that
the grain was fed or will be
used for livestock feed

grain was not measured and
LDP was not obtained

county-level FSA committee
assigns yield for crop year for
the farm, based on the actual
grain production for the
applicable year of at least 3
similar farms

records were not filed to show
that the grain was fed or will be
used for feed

grain was not measured and
LDP was not obtained

the quantity of grain fed is
considered to be zero.

If total production based on
acceptable records for
production not fed results in a
yield less than 75 percent of
county 4-year average, plug
yield is used for the crop yean.p




Payment Limitations
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Adjusted Gross Income
Limitation

Per Section 1604 of the FSRI Act this provision begins
with crop year 2003.

Essentially this provision states that if the average
adjusted gross income of an individual or entity
exceeds $2.5 million, over the previous three tax years,
the individual or entity is not eligible for marketing
assistance loans and LDP’s and direct and counter-
cyclical payments, unless not less than 75 percent of
the adjusted gross income is derived from farming,
ranching, or forestry operations.

Policies and procedures relative to this procedure are
just being announced.
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Payment Limitations-Marketing

Assistance Loan Benefits

e The limitations under this program are on marketing

loan gains and loan deficiency payments.

Per Section 1603 (d) of the FSRI Act it is provided that
during each of the 2002 through 2007 crop years, there
IS a combined $75,000 payment limitation for
marketing loan gains and LDPs for wheat, corn, barley,
grain sorghum, dry peas, lentils, small chickpeas, oats,
soybeans, rice, and minor oilseeds.

But in the same section for each of the 2002 through
2007 crop years, there is a separate combined
$75,000 payment limitation for marketing loan gains
and LDPs for wool, mohair, peanuts, and honey.
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Payment Limitations-Marketing
Assistance Loan Benefits cont.

o |t appears that the use of commodity certificates will be
continued under the FSRI Act and be applicable to most of
the loan commodities produced in Montana.

 The purpose of commodity certificates Is to encourage
producers to repay commodity loans rather forfeit loan
collateral to the Commaodity Credit Corporation at loan
maturity.

« Commodity certificates are available to producers to use In
acquiring crop collateral pledged to CCC for a loan
commodity when the posted county price is less than the
applicable loan rate-and not available otherwise.

 When commodity certificates are used, the transaction does
not count against the payment limitations pertinent to

benefits from marketing assistance loans.
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Payment Limitations—
Direct Payments

* The total amount of direct payments to a person

during any crop year, crop years 2002 through

2007, for 1 or more covered commodities may not
exceed $40,000.
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Payment Limitations
Counter-Cyclical Payments

e The total amount of counter-cyclical payments to a

person during any crop year, crop years 2002
through 2007, for 1 or more covered commodities
may not exceed $65,000.
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Summary

Rules related to “person” determination remain
unchanged.

An Adjusted Gross Income limitation will be In
effect starting with the 2003 crop year.

Safety Net payment limitations per “person”

-Marketing Assistance Loan Benefits (crops) $75,000

-Marketing Assistance Loan benefits (wool, mohair, $75,000
and honey)

-Direct payments for all covered commodities $40,000
-Counter-Cyclical payments for all covered $65.000
commodities ’
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Landowner and Producer
Responsibilities
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Owner Responsibilities for
Safety Net Programs

 Owners are responsible for making base
decisions relative to the direct and counter-
cyclical payment programs, and yield
decisions relative to the counter-cyclical
program.

— Some owners may have received letters
relative to re-granting power of attorney

— It currently appears that multiple owners on
one farm number must make consensus
decisions relative to bases and yields.
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Owners Responsibilities for
Safety Net Programs: cont..

 When owners do not make basel/yield decisions
applicable for the entire period 2002 through 2007
relative to the direct and counter-cyclical payments, the
Farm Service Agency shall take as the default-
— 2002 PFC base plus ollseeds, if applicable

— Existing payment yields and adjusted 4-year average
ollseed yields, if applicable

« Remember, there is no owner actions required

relative to base or yield history for marketing
assistance loans.
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Eligible Producers for Safety
Net Benefits

* An eligible producer for direct and counter-
cyclical payment purposes and for marketing
assistance loans and program benefits Iis an
owner, operator, landlord, tenant, or
sharecropper who:

— Shares in the risk of producing a crop, and

— |Is entitled to share in the crop available for
marketing, or

— Would have shared a crop that had been produced
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Producers Responsibilities for
Safety Net Benefits cont...

* To be eligible for direct and counter-cyclical
payments a producer must sign up annually for
the crop years 2002 through 2007

 To be eligible for marketing assistance loans,
benefits and direct and counter-cyclical
program payments, producer must submit an
acreage report on all cropland on their farms
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