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Rising Market Prices Bring Potential for Producers to 

Refund Payments

ST. PAUL, Minn., May 13 , 2004--This spring's welcomed increase in market prices may have a downside for producers who received advance counter-cyclical payments in October and February under USDA's Direct and Counter-cyclical Program. "If effective market prices continue near their current levels, producers may be required to refund part or all of the 2003 counter-cyclical payments they received for some crops," said John Monson, state executive director.
According to Monson 2003 counter-cyclical payments for corn, wheat and sorghum were triggered in October 2003, when projected market prices were below target prices set by the 2002 Farm Bill. "If the final effective market price for any of these commodities is above the target price," he said, "producers will be required to refund any unearned counter-cyclical payments."

Whether overpayments were made will not be known until after the end of each crop's 12-month marketing year. The 2003 marketing year for wheat runs from June 2003 through May 2004. The marketing year for corn and sorghum runs from September 2003 through August 2004. Final counter-cyclical payments will be calculated in July 2004 for wheat and in October 2004 for corn and sorghum and will be based on the national average farm prices for commodities. 

"I want to stress that right now we do not know whether any refunds will be required. However, we want producers to aware of the potential and plan accordingly," Monson said. 

If refunds are required, he said, affected producers will have two options for refunding unearned payments. The default option will be to reduce any DCP payments received between October 2004 and March 2005 to satisfy the obligation. The second option allows producers to write a check to Commodity Credit Corporation for the unearned payments.

Minnesota producers received advance counter-cyclical payments of 7.7 cents per bushel for corn, 3.15 cents per bushel for wheat and 1.4 cents per bushel for sorghum. In total, state producers received $36 million in 2003 advance counter-cyclical payments, an amount that could be offset by final 2004 direct and advance 2005 direct DCP payments. 
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Producers will be receiving letters from FSA this month explaining the two options for refunding any unearned counter-cyclical payments.

Counter-cyclical payments serve as a safety net for producers, helping make up the difference between production costs and low market prices, said Monson. Target prices for covered commodities—wheat, corn, grain sorghum, upland cotton, rice, peanuts, barley, oats, soybeans and other oilseeds—were set in the 2002 Farm Bill. If projected effective market prices fall below the established target prices, the secretary of agriculture can authorize partial counter-cyclical payments.

In October 2003, Secretary of Agriculture Ann M. Veneman announced the availability of partial counter-cyclical payments for wheat, corn, grain sorghum, upland cotton, rice and peanuts because the projected effective prices of those commodities were below the target prices. The first counter-cyclical payments were made in October 2003. 

No counter-cyclical payments have been made for barley, oats, soybeans and other oilseeds because their projected effective prices exceeded their respective target prices.

Additional information about the 2002 Farm Bill and the Direct and Counter-cyclical Program is available at http://www.fsa.usda.gov/pas/farmbill/2002CCP_100203.htm.
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