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Background

The 2002 Farm Security and Rural Investment Act provided income support for wheat, feed grains, upland cotton, rice, and oilseeds through three programs:  Direct Payments, Counter Cyclical Payments and Marketing Loans. Under the 1996 Farm Bill, fixed payments were made using Payment Flexibility Contracts.  Land eligible for contract acreage was equal to a farm’s base acreage for 1996 calculated under the previous farm program, adjusted for CRP acreage.  Program payment yields were frozen at the 1995 levels.  The 2002 Farm Bill provides landowners a one-time opportunity to update contract base acres and farm program yields used to calculate program benefits. 

Direct & Counter cyclical Payments (DCP)

Direct Payments are available for eligible producers of wheat, corn, barley, grain, sorghum, oats, upland cotton, and rice.  New payments are established for soybeans, other oilseeds and peanuts.  To receive payments on covered crops, producers must enter into annual agreements.  Counter Cyclical Payments will be made when the effective price for a crop year is less than the target price. The effective price equals (the higher of) the 12-month farm price, or the national average loan rate plus the Direct Payment rate.

Update Process  

Acreage History Report:  FSA has compiled acreage history for each farm.  Letters from FSA are being mailed to producers and landowners across the country asking for them to verify and make any corrections to their acreage history.  The letter will include a Summary Acreage History Report showing the acreage of covered commodities reported to FSA. Landowners have until August 31, 2002, to provide local FSA offices with 1998-2001 late-filed acreage reports or corrected 1998-2001 acreage history.

The information will be necessary to provide accurate data for calculating bases for Direct and Counter Cyclical payments if owners opt to establish bases on the farm using 1998-2001 planted acreage history.  Verifiable documentation for previously unreported and/or prevented planted acreage may include seed receipts, production records, and crop insurance records that can be identified by crop, farm and year.

Base Acre and Yield Update:  After landowners verify acres, FSA will send another letter with the possible base and yield options for that landowner’s farm.  The letter will indicate the timeframe for this one-time opportunity.  This letter will provide the simple 4-year average of planted and prevented planted non-oilseed and oilseed acres as well as 2002 Production Flexibility Contract (PFC) acres. It will provide a detailed breakdown of the farm’s history and an explanation of the various base acreage options that owners will have.  FSA is expecting owners to decide options in the Fall of 2002 and continue into the Spring of 2003.  Because only landowners can make this decision, FSA encourages producers to communicate and work with their landowners.  If not all landowners associated with a farm agree to the same option to update base acres and yields, the base acres and yields will default to the 2002 PFC acres plus oilseed acres, if applicable.

Power of Attorney:  The 2002 Act provides multiple new options and responsibilities that are significantly different from those in current programs and that have significant economic impacts.  Accordingly, the FSA-211 Power of Attorney form has been revised to ensure that farm owners can grant new and specific authorities.  Grantors of an FSA-211 Power of Attorney will be sent a letter and a new FSA-211 that can be filed for coverage under the 2002 Act.  The new FSA-211 can provide the ability for an owner to grant base and yield selection authority to an operator or other assigned agent. Owners must sign a new FSA-211 Power of Attorney for the Direct and Counter Cyclical Program.  Signatures on FSA-211’s must either be witnessed by an FSA employee or notarized.
Base Acre Update Options

Owners of a farm will have a one-time opportunity to make a selection of base acreage on a farm.  Failure of an owner(s) to make a base selection by the prescribed time period will result in a farm’s base being defaulted to the 2002 PFC base acres plus oilseed acres, if applicable. 

The following is a brief explanation of the 5 different options available to owners for selecting bases on a farm under the 2002 Act:

Base Option 1

Retain 2002 PFC Acres.

Base Option 2

Retain 2002 PFC Acres and add oilseeds without PFC offset.  (See Oilseeds section below)

Base Option 3

Retain 2002 PFC Acres and add oilseeds with maximum PFC offset.  (See Oilseeds section below)

Base Option 4

Update a farm’s base using the average of the 1998-2001 planted and prevented planted acreage of each covered commodity on the farm.

Base Option 5

Retain 2002 PFC and add oilseeds with less than the maximum PFC offset.  (See Oilseeds section below)

Owner(s) must select the same base option for all commodities on the same farm.  The total base acres on a farm shall not exceed the cropland on the farm by more than the eligible double cropping acreage for the farm.  Base and yield selections will be made based on how the farm is constituted in 2002.
Oilseeds (Base Options 2, 3, and 5)

Owners may select to add oilseed acres to existing PFC acres under Base Options 2, 3, and 5.  Oilseeds include soybeans, sunflower seed, rapeseed, canola, safflower, flaxseed, and mustard seed.  Oilseed base can be added to an existing PFC base with the following limitations:

· Eligible oilseed acreage will be limited to the lesser of 1) total planted acreage for all wheat, feed grains and oilseeds on the farm minus the total 2002 PFC acreage or 2) the planted oilseed acreage for that year.

· Oilseed base acreage is crop specific.  The total eligible oilseed base acreage for a farm cannot exceed each specific oilseed’s historical average acreage for the farm.

Owners may elect to offset PFC acreage with oilseed acreage.  The PFC offset option is limited to Base Options 3 and 5.  The PFC offset will be on an acre for acre basis.  Owners will select which PFC base(s) to offset and which oilseed base(s) to increase.  PFC offset acreage will be limited to the difference between the total average oilseed history minus the eligible average oilseed base.
Base Option Selection Example

This is an example of what a Base Option Report would look like for a farm with 640 acres of cropland that has PFC acres and acreage history for wheat, barley and canola.

Table 1

Commodity
1998
1999
2000
2001
1998-01 Average
2002 PFC Acres

Wheat
320
300
320
300
310
320

Barley
160
100
80
80
105
160

Canola
40
100
40
60
60 (4)


Total Planted Oil
40
100
40
60
60 (4)


Total Planted Non Oil
480
400
400
380
415


Total Planted
520
500
440
440
475


PFC Acres
480
480
480
480
480


Planted Minus PFC (1)
40
20
0
0
0


Eligible Oilseeds (2)
40
20
0
0
15 (3)


(1)  Cannot be less than zero

(2)  Eligible oilseeds is the smaller of the total planted acres minus PFC acres or total planted and prevented planted oilseed acres.

(3)  Minimum oilseeds for the farm

(4)  Maximum oilseed base for the farm

Table 2

Base Option
Wheat Base
Barley Base
Canola Base
Total Base

1
320
160
NA
480

2
320
160
15
495

3
320
115
60
495

4
310
105
60
475

5
320
135
40
495

Explanations:

· Base Option 1 – Owner elected Base Option 1 and keeps the current PFC acres as the new base for the farm.

· Base Option 2 – In this example the owner added the minimum oilseeds which is the 4-year average of the “Eligible Oilseeds” from Table 1.  Eligible oilseeds are the lesser of Total Planted Acres of Covered Commodities minus 2002 PFC Acres or the actual planted oilseed acreage.

· Base Option 3 – In this example the owner chose to add the maximum oilseed acreage for base.  The maximum the owner can add in this example is 60 acres of canola which is the 4 year average of canola acreage on the farm.  The minimum oilseeds that can be added to the farm without PFC offset is 15 acres.  In this example, the owner chose to offset 45 acres of barley base so the 45 acres of canola (in addition to the 15 acres the owner can add without offsetting PFC acres) can be added for a total of the 60-acre maximum. An owner will have the ability to choose which base they want to offset when adding oilseed base under Base Options 3 and 5.

· Base Option 4 – In this example, the owner chose to update bases on the farm by using the 1998-2001 planted acreage.  Owners selecting this option, and only this option, will have the ability to partially update yields for Counter Cyclical Payments.

· Base Option 5 - In this example, the owner chose to add 40 acres of canola base, which is between the minimum of 15 acres and the maximum of 60 acres.  The owner also chose to offset 25 acres of barley base in addition to the 15 acres that can be added without PFC offset.  This owner could have chosen to offset the wheat base under this example as well, or a combination of wheat and barley.
Payment Yield Options

The Act provides for a one-time opportunity for owners to update yields for the Counter Cyclical Payment Program if Base Option 4 is selected.  If an owner selects any base option other than Option 4, the Counter Cyclical yield will be equal to the Direct Payment yield.  Regardless of base option selections, owners will not have the option to update Direct Payment yields. The Direct Payment yield will be a farm’s current PFC yield. 

Owners enrolling a farm that did not previously have a PFC contract, or who are using Base Option 4 and will be establishing a base for wheat or feed grains for the first time will have a yield assigned to the farm by the County Committee. The yield will be based on 3 similar farms.  County Committees will not assign yields for oilseeds.  The method explained below will be used for determining oilseed yields.
Oilseed Payment Yields

Under the Act, oilseeds have been added as a covered commodity.  Because oilseed payment yields were never established before, owners will be permitted to prove their oilseed yields for both Direct and Counter Cyclical payments.  However, Counter Cyclical payments are not available on minor oilseeds. Direct Payment yields for wheat and feed grains are based on the current PFC yields, which were derived from 1981-85 proven yields.  Therefore, Direct Payment yields for oilseeds need to be factored to also reflect 1981-85 yields.  FSA has established conversion factors for oilseeds to reflect 1981-85 yields.  For Direct Payments, oilseed yields will be adjusted by the following factors:

Flax 


.65

Soybeans 

.78

Sunflowers 

.80

All Other Oilseeds 
.78
Counter Cyclical Payment Yields

Owners who select Base Option 4 and update a farm’s bases using 1998-2001 acreage history will be given the opportunity to use a partially updated average yield for payment purposes.  A minimum average yield will be available that is based on 75 percent of USDA National Agricultural Statistics Service’s (NASS) 1998-2001 weighted average county yield. Producers who have an actual yield that is less than 75 percent of the county average, or who have missing or unacceptable production evidence, will be given 75 percent of the NASS County Average Yield. 

Owners selecting Base Option 4 will be given the opportunity to select one of the following methods for partially updating Counter Cyclical yields:

1. 70 percent Partial Update (Direct yield plus 70 percent of the difference between the Direct Payment yield and the farm’s 1998-2001 average yield).

2. 93.5 percent Partial Update (93.5 percent of the farm’s 1998-2001 average yield).

3. Maintaining the current Direct Payment yield (2002 PFC payment yield for wheat and feed grains or the farm’s average yield for oilseeds adjusted by the 1981-85 historic yield factor).

The same method must be used for all crops on the farm.  Owners selecting Base Options 1, 2, 3 or 5 will have a Counter Cyclical payment yield equal to their direct yield.
Example:

Owner selects Base Option 4 and has a PFC payment yield of 64 bushels per acre for wheat and the farm has a 1998-2001 average yield of 85 bushels per acre.

Direct Payment Yield = 64

Counter Cyclical Payment Yield Options:

1. Direct Payment Yield of 64
2. 70 Percent Partial Update Step 1. (85 – 64 = 21)  
Step 2.  (21 x .70 = 14.7).  Step 3.  (14.7 + 64 = 78.7 or 79)

3. 93.5 Percent Partial Update (85 X .935 = 79.5 or 80)
Web Based Base and Yield Option Analysis Tools

Texas A&M University is working with FSA to develop an online analysis tool that will help producers and owners evaluate options under the 2002 Act.  The FSA version will be available on the FSA web site at http://www.fsa.usda.gov in the near future.

For More Information

For further information, contact Farm Service Agency, U. S. Department of Agriculture, 316 W. Boone, Suite 568, Spokane, WA 99201 (509) 323-3000 or your local office listed under U.S. Department of Agriculture in the phone book. The Farm Service Agency provides additional information about the Farm Bill on the FSA website, which is located at: http://www.fsa.usda.gov


The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, gender, religion, age, disability, political beliefs, sexual orientation, and marital or family status.  (Not all prohibited bases apply to all programs.) Persons with disabilities who require alternative means for communication of program information (braille, large print, audiotape, etc.) should contact USDA’s TARGET Center at 202-720-2600 (voice and TDD). 

To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building, 1400 Independence Avenue, SW, Washington, D.C., 20250-9410, or call (202) 720-5964 (voice or TDD).

USDA is an equal opportunity provider and employer.
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