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USDA Implements 2014 Farm Bill
Provision to Limit Payments to Non-
Farmers

Department Proposes Changes to "Actively Engaged” Rule

USDA proposed a rule to limit farm payments to non-farmers,
consistent with requirements Congress mandated in the 2014 Farm
Bill. The proposed rule limits farm payments to individuals who may
be designated as farm managers but are not actively engaged in
farm management. In the Farm Bill, Congress gave USDA the
authority to address this loophole for joint ventures and general
partnerships, while exempting family farm operations from being
impacted by the new rule USDA ultimately implements.

The current definition of "actively engaged” for managers,
established in 1987, is broad, allowing individuals with little to no
contributions to critical farm management decisions to receive
safety-net payments if they are classified as farm managers, and
for some operations there were an unlimited number of managers
that could receive payments.

The proposed rule seeks to close this loophole to the extent
possible within the guidelines required by the 2014 Farm Bill. Under
the proposed rule, non-family joint ventures and general
partnerships must document that their managers are making
significant contributions to the farming operation, defined as 500
hours of substantial management work per year, or 25 percent of
the critical management time necessary for the success of the
farming operation. Many operations will be limited to only one
manager who can receive a safety-net payment. Operators that can
demonstrate they are large and complex could be allowed
payments for up to three managers only if they can show all three
are actively and substantially engaged in farm operations. The
changes specified in the rule would apply to payment eligibility for
2016 and subsequent crop years for Agriculture Risk Coverage

1of6


tel:%28443%29%20482-2760
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTUwNDIwLjQ0Mjc1NzExJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE1MDQyMC40NDI3NTcxMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3MTEzNzIzJmVtYWlsaWQ9a2V3aW5zMTJAZ21haWwuY29tJnVzZXJpZD1rZXdpbnMxMkBnbWFpbC5jb20mZmw9JmV4dHJhPU11bHRpdmFyaWF0ZUlkPSYmJg==&&&101&&&http://www.fsa.usda.gov/MD
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTUwNDIwLjQ0Mjc1NzExJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE1MDQyMC40NDI3NTcxMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3MTEzNzIzJmVtYWlsaWQ9a2V3aW5zMTJAZ21haWwuY29tJnVzZXJpZD1rZXdpbnMxMkBnbWFpbC5jb20mZmw9JmV4dHJhPU11bHRpdmFyaWF0ZUlkPSYmJg==&&&102&&&http://offices.sc.egov.usda.gov/locator/app?service=page/CountyMap&state=MD&stateName=Maryland&stateCode=24
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTUwNDIwLjQ0Mjc1NzExJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE1MDQyMC40NDI3NTcxMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3MTEzNzIzJmVtYWlsaWQ9a2V3aW5zMTJAZ21haWwuY29tJnVzZXJpZD1rZXdpbnMxMkBnbWFpbC5jb20mZmw9JmV4dHJhPU11bHRpdmFyaWF0ZUlkPSYmJg==&&&102&&&http://offices.sc.egov.usda.gov/locator/app?service=page/CountyMap&state=MD&stateName=Maryland&stateCode=24

(ARC) and Price Loss Coverage (PLC) Programs, loan deficiency
payments and marketing loan gains realized via the Marketing
Assistance Loan program.

As mandated by Congress, family farms will not be impacted. There
will also be no change to existing rules for contributions to land,
capital, equipment, or labor. Only non-family farm general
partnerships or joint ventures comprised of more than one member
will be impacted by this proposed rule.

Stakeholders interested in commenting on the proposed definition
and changes are encouraged to provide written comments at
www.regulations.gov by May 26, 2015. The proposed rule is
available at http://go.usa.gov/3C6KKk.

USDA Reminds Farmers of 2014 Farm Bill Conservation
Compliance Changes

The 2014 Farm Bill implements a change that requires farmers to have a Highly Erodible Land
Conservation and Wetland Conservation Certification (AD-1026) on file.

For farmers to be eligible for premium support on their federal crop insurance, a completed and
signed AD-1026 certification form must be on file with the FSA. The Risk Management Agency
(RMA), through the Federal Crop Insurance Corporation (FCIC), manages the federal crop
insurance program that provides the modern farm safety net for American farmers and ranchers.

Since enactment of the 1985 Farm Bill, eligibility for most commodity, disaster, and conservation
programs has been linked to compliance with the highly erodible land conservation and wetland
conservation provisions. The 2014 Farm Bill continues the requirement that producers adhere to
conservation compliance guidelines to be eligible for most programs administered by FSA and
NRCS. This includes most financial assistance such as the new price and revenue protection
programs, the Conservation Reserve Program, the Livestock Disaster Assistance programs and
Marketing Assistance Loans and most programs implemented by FSA. It also includes the
Environmental Quality Incentives Program, the Conservation Stewardship Program, and other
conservation programs implemented by NRCS.

Many FSA and Natural Resource Conservation (NRCS) programs already have implemented this
requirement and therefore most producers should already have an AD-1026 form on file for their
associated lands. If an AD-1026 form has not been filed or is incomplete, then farmers are reminded
of the deadline of June 1, 2015.

When a farmer completes and submits the AD-1026 certification form, FSA and NRCS staff will
review the associated farm records and outline any additional actions that may be required to meet
the required compliance with the conservation compliance provisions.

FSA recently released a revised form AD-1026, which is available at USDA Service Centers and
online at: www.fsa.usda.gov . USDA will publish a rule later this year that will provide details
outlining the connection of conservation compliance with crop insurance premium

support. Producers can also contact their local USDA Service Center for information. A listing of
service center locations is available at offices.usda.gov.
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Filing a Notice of Loss

The CCC-576, Notice of Loss, is used to report failed acreage and prevented planting and may be
completed by any producer with an interest in the crop. Timely filing a Notice of Loss is required for
all crops including grasses. For losses on crops covered by the Non-Insured Crop Disaster
Assistance Program (NAP) and crop insurance, you must file a CCC-576, Notice of Loss, in the
FSA County Office within 15 days of the occurrence of the disaster or when losses become
apparent.

If filing for prevented planting, an acreage report and CCC-576 must be filed within 15 calendar
days of the final planting date for the crop.

Emergency Assistance for Livestock, Honeybee, and Farm-
Raised Fish Program (ELAP)

The Emergency Assistance for Livestock, Honeybees and Farm-Raised Fish Program (ELAP)
provides emergency assistance to eligible livestock, honeybee, and farm-raised fish producers who
have losses due to disease, adverse weather or other conditions, such as blizzards and wildfires,
not covered by other agricultural disaster assistance programs.

Eligible livestock losses include grazing losses not covered under the Livestock Forage Disaster
Program (LFP), loss of purchased feed and/or mechanically harvested feed due to an eligible
adverse weather event, additional cost of transporting water because of an eligible drought and
additional cost associated with gathering livestock to treat for cattle tick fever.

Eligible honeybee losses include loss of purchased feed due to an eligible adverse weather event,
cost of additional feed purchased above normal quantities due to an eligible adverse weather
condition, colony losses in excess of normal mortality due to an eligible weather event or loss
condition, including CCD, and hive losses due to eligible adverse weather.

Eligible farm-raised fish losses include death losses in excess of normal mortality and/or loss of
purchased feed due to an eligible adverse weather event.

Producers who suffer eligible livestock, honeybee, or farm-raised fish losses from October 1, 2014
to September 30, 2015 must file:

e Anotice of loss the earlier of 30 calendar days of when the loss is apparent or by November
1, 2015
e An application for payment by November 1, 2015

The Farm Bill caps ELAP disaster funding at $20 million per federal fiscal year.

The following ELAP Fact Sheets (by topic) are available online:

e ELAP for Farm-Raised Fish Fact Sheet
e ELAP for Livestock Fact Sheet
e ELAP for Honeybees Fact Sheet

To view these and other FSA program fact sheets, visit the FSA fact sheet web page at
www.fsa.usda.gov/factsheets.
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MAL and LDP Policy Changes for Crop Years 2015-2018

The Agricultural Act of 2014 authorized 2014-2018 crop year Marketing Assistance Loans (MALS)
and Loan Deficiency Payments (LDPs), with a few minor policy changes.

Among the changes, farm-stored MAL collateral transferred to warehouse storage will retain the
original loan rate, be allowed to transfer only the outstanding farm-stored quantity with no additional
guantity allowed and will no longer require producers to have a paid for measurement service when
moving or commingling loan collateral.

MALs and LDPs provide financing and marketing assistance for wheat, feed grains, soybeans, and
other oilseeds, pulse crops, rice, peanuts, cotton, wool and honey. MALs provide producers interim
financing after harvest to help them meet cash flow needs without having to sell their commodities
when market prices are typically at harvest-time lows. A producer who is eligible to obtain a loan,
but agrees to forgo the loan, may obtain an LDP if such a payment is available. Marketing loan
provisions and LDPs are not available for sugar and extra-long staple cotton.

FSA is now accepting requests for 2015 MALs and LDPs for wool as well as LDPs for unshorn
pelts. MAL and LDP requests for all other eligible commodities will be accepted after harvest. FSA
continues to accept MAL and LDP requests for 2014 crops with upcoming deadlines.

Before MAL repayments and LDP disbursements can be made, producers must meet the
requirements of actively engaged in farming, cash rent tenant and member contribution.

Additionally, form CCC-902 and CCC-901 must be submitted for the 2014 crop year, if applicable,
with a county committee determination and updated subsidiary files.

To be considered eligible for an LDP, producers must have form CCC-633EZ, Page 1 on file at their
local FSA Office before losing beneficial interest in the crop. Pages 2, 3 or 4 of the form must be
submitted when payment is requested.

The 2014 Farm Bill also establishes payment limitations per individual or entity not to exceed
$125,000 annually on certain commodities for the following program benefits: price loss coverage
payments, agriculture risk coverage payments, marketing loan gains (MLGs) and LDPs. These
payment limitations do not apply to MAL loan disbursements.

Adjusted Gross Income (AGI) provisions were modified by the 2014 Farm Bill, which states that a
producer whose total applicable three-year average AGI exceeds $900,000 is not eligible to receive
an MLG or LDP.

For more information and additional eligibility requirements, please visit a nearby USDA Service
Center or FSA’s website www.fsa.usda.gov.

Final Availability Dates for Marketing Assistance Loans & Loan Deficiency Payments

e May 31, 2015 - Corn, Dry Peas, Grain Sorghum, Lentils, Mustard Seed, Rice, Safflower
Seed, Chickpeas, Soybeans, Sunflower Seed
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Youth Loans

The Farm Service Agency makes loans to youth to establish and operate agricultural income-
producing projects in connection with 4-H clubs, FFA and other agricultural groups. Projects must
be planned and operated with the help of the organization advisor, produce sufficient income to
repay the loan and provide the youth with practical business and educational experience. The
maximum loan amount is $5000.

Youth Loan Eligibility Requirements:

e Be a citizen of the United States (which includes Puerto Rico, the Virgin Islands, Guam,

American Samoa, the Commonwealth of the Northern Mariana Islands) or a legal resident

alien

Be 10 years to 20 years of age

Comply with FSA’s general eligibility requirements

Be unable to get a loan from other sources

Conduct a modest income-producing project in a supervised program of work as outlined

above

o Demonstrate capability of planning, managing and operating the project under guidance
and assistance from a project advisor. The project supervisor must recommend the youth
loan applicant, along with providing adequate supervision.

Stop by the county office for help preparing and processing the application forms.

Microloans

Farm Service Agency (FSA) reminds farmers and ranchers that the FSA borrowing limit for
microloans increased from $35,000 to $50,000, on Nov. 7, 2014. Microloans offer borrowers
simplified lending with less paperwork.

The microloan change allows beginning, small and mid-sized farmers to access an additional
$15,000 in loans using a simplified application process with up to seven years to repay. Microloans
are part of USDA's continued commitment to small and midsized farming operations.

To complement the microloan program additional changes to FSA eligibility requirements will
enhance beginning farmers and ranchers access to land, a key barrier to entry level producers. FSA
policies related to farm experience have changed so that other types of skills may be considered to
meet the direct farming experience required for farm ownership loan eligibility. Operation or
management of non-farm businesses, leadership positions while serving in the military or advanced
education in an agricultural field will now count towards the experience applicants need to show
when applying for farm ownership loans. Important Note: Microloans cannot be used to purchase
real estate.

Since 2010, more than 50 percent of USDA's farm loans now go to beginning farmers and FSA has
increased its lending to targeted underserved producers by nearly 50 percent.

Please review the FSA Microloan Program Fact Sheet for program application, eligibility and related
information.
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USDA is an equal opportunity provider and employer. 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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