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USDA Announces Enrollment Period for
Safety Net Coverage in 2017

Producers on farms with base acres under the safety net programs
established by the 2014 Farm Bill, known as the Agriculture Risk
Coverage (ARC) or Price Loss Coverage (PLC) programs, can begin
visiting FSA county offices starting Nov. 1, 2016, to sign contracts and
enroll for the 2017 crop year. The enroliment period will continue until
Aug. 1, 2017.

Since shares and ownership of a farm can change year-to-year,
producers on the farm must enroll by signing a contract each program
year.

If a farm is not enrolled during the 2017 enrollment period, the producers
on that farm will not be eligible for financial assistance from the ARC or
PLC programs for the 2017 crop should crop prices or farm revenues fall
below the historical price or revenue benchmarks established by the
program. Producers who made their elections in 2015 must still enroll
during the 2017 enrollment period.

The ARC and PLC 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 commodities. 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 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-pic.

For more information, producers are encouraged to visit their local FSA
office. To find a local FSA office, visit http://offices.usda.gov.
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USDA Announces Streamlined Guaranteed Loans and
Additional Lender Category for Small-Scale Operators

Options Help More Beginning, Small and Urban Producers Gain Access to Credit

The U.S. Department of Agriculture (USDA) announced the availability of a streamlined version of
USDA guaranteed loans, which are tailored for smaller scale farms and urban producers. The program,
called EZ Guarantee Loans, uses a simplified application process to help beginning, small, underserved
and family farmers and ranchers apply for loans of up to $100,000 from USDA-approved lenders to
purchase farmland or finance agricultural operations.

USDA today also unveiled a new category of lenders that will join traditional lenders, such as banks and
credit unions, in offering USDA EZ Guarantee Loans. Microlenders, which include Community
Development Financial Institutions and Rural Rehabilitation Corporations, will be able to offer their
customers up to $50,000 of EZ Guaranteed Loans, helping to reach urban areas and underserved
producers. Banks, credit unions and other traditional USDA-approved leaners, can offer customers up
to $100,000 to help with agricultural operation costs.

EZ Guarantee Loans offer low interest rates and terms up to seven years for financing operating
expenses and 40 years for financing the purchase of farm real estate. USDA-approved lenders can
issue these loans with the Farm Service Agency (FSA) guaranteeing the loan up to 95 percent.

USDA is providing a 90-day period for the public to review and comment on program improvements. To
review program details, visit www.regulations.gov, reference RIN 0560-Al34 and follow the instructions
to submit comments.

More than half of all FSA loans go to new farmers and more than a quarter to underserved borrowers.
FSA also offers loans of up to $5,000 to young farmers and ranchers though the Youth Loan Program.
Loans are made to eligible youth to finance agricultural projects, with almost 9,000 young people now
participating. More information about the available types of FSA farm loans can be found at
www.fsa.usda.gov/farmloans or by contacting your local FSA office. To find your nearest office location,
visit http://offices.usda.gov

Margin Protection Program for Dairy Enrollment Deadline is
Dec. 16

The deadline for dairy producers to enroll in the Margin Protection Program (MPP) for Dairy is Dec. 16,
2016. This voluntary dairy safety net program, established by the 2014 Farm Bill, provides financial
assistance to participating dairy producers when the margin — the difference between the price of milk
and feed costs — falls below the coverage level selected by the producer. A USDA web tool, available at
www.fsa.usda.gov/mpptool, allows dairy producers to calculate levels of coverage available from MPP
based on price projections.

USDA Encourages Producers to Consider Risk Protection
Coverage before Crop Sales Deadlines

The Farm Service Agency encourages producers to examine available USDA crop risk protection
options, including federal crop insurance and Noninsured Crop Disaster Assistance Program (NAP)
coverage, before the applicable crop sales deadline.

Producers are reminded that crops not covered by insurance may be eligible for NAP. The 2014 Farm
Bill expanded NAP to include higher levels of protection. Beginning, underserved and limited resource
farmers are now eligible for free catastrophic level coverage, as well as discounted premiums for
additional levels of protection."”

Federal crop insurance covers crop losses from natural adversities such as drought, hail and excessive
moisture. NAP covers losses from natural disasters on crops for which no permanent federal crop
insurance program is available, including perennial grass forage and grazing crops, fruits, vegetables,
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mushrooms, floriculture, ornamental nursery, aquaculture, turf grass, ginseng, honey, syrup, bioenergy,
and industrial crops.

USDA has partnered with Michigan State University and the University of lllinois to create an online tool
at www.fsa.usda.gov/nap that allows producers to determine whether their crops are eligible for federal
crop insurance or NAP and to explore the best level of protection for their operation. NAP basic
coverage is available at 55 percent of the average market price for crop losses that exceed 50 percent
of expected production, with higher levels of coverage, up to 65 percent of their expected production at
100 percent of the average market price, including coverage for organics and crops marketed directly to
consumers.

Deadlines for coverage vary by state and crop. To learn more about NAP visit www.fsa.usda.gov/nap or
contact your local USDA Service Center. To find your local USDA Service Centers go to
http://offices.usda.gov.

Federal crop insurance coverage is sold and delivered solely through private insurance agents. Agent
lists are available at all USDA Service Centers or at USDA’s online Agent Locator:
http://prodwebnlb.rma.usda.gov/apps/AgentLocator/#. Producers can use the USDA Cost Estimator,
https://ewebapp.rma.usda.gov/apps/costestimator/Default.aspx, to predict insurance premium costs.

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.

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

e 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;

e 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;

e 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.
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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.

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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