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KENTUCKY NEWS

FSA Issues Fiscal Year 2015 Impacts Report

2015 marks the 20th anniversary of USDA’s Farm Service Agency, but FSA’s
roots date back nearly 80 years, to the days of the Great Depression and the Dust
Bowl, when the rural economy was in crisis and America’s farmers and ranchers
needed assistance. At that time, Congress empowered USDA to provide a strong
safety-net for farm families, helping them navigate the unpredictability of natural
disasters and volatile market conditions.

Today, technological advancements in equipment, crop and veterinary sciences,
soil and water conservation, and pest and nutrient management, all have resulted
in agriculture becoming stronger than we’ve ever known - - certainly far stronger
than the days of our grandparents and great-grandparents. But the unpredictabil-
ity of weather and markets remain. That means the FSA mission is as important
as it's ever been to ensure the domestic agriculture sector continues to deliver an
abundant, safe, and affordable food and fiber supply for the American people.

The FSA Impacts Report shows selected highlights for fiscal year 2015. This re-
port highlights the achievements of FSA and will ensure that the path forward
continues to demonstrate our commitment to rural America.

USDA To Offer Certificates for Farm Commodities Pledged to Marketing
Loans

Producers who have crops pledged as collateral for a marketing assistance loan
can now purchase a commodity certificate that may be exchanged for the out-
standing loan collateral. The authority is provided by the 2016 Consolidated Ap-
propriations Act, legislation enacted by Congress in December. Commaodity certifi-
cates are available beginning with the 2015 crop in situations where the applica-
ble marketing assistance loan rate exceeds the exchange rate. Currently, the only
eligible commaodity is cotton.

USDA'’s Farm Service Agency (FSA) routinely provides agricultural producers with
marketing assistance loans that provide interim cash flow without having to sell
the commodities when market prices are at harvest time lows. The loans allow
the producer to store and delay the sale of the commodity until more favorable
market conditions emerge, while also providing for a more orderly marketing of
commodities throughout the marketing year.

These loans are considered “nonrecourse” because the loan can be redeemed by
delivering the commodity pledged as collateral to the government as full payment
for the loan upon maturity. Commodity certificates are available to loan holders
having outstanding nonrecourse loans for wheat, upland cotton, rice, feed grains,
pulse crops (dry peas, lentils, large and small chickpeas), peanuts, wool, soy-
beans and designated minor oilseeds. These certificates can be purchased at the
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posted county price (or adjusted world price or na-
tional posted price) for the quantity of commodity
under loan, and must be immediately exchanged for
the collateral, satisfying the loan.

Producers may contact their FSA office that main-
tains their loan or their loan service agent for addi-
tional information. Producers who do business with
Cooperative Marketing Associations (CMA) or Des-
ignated Marketing Associations (DMA) may contact
their respective associations for additional infor-
mation. To learn more about commodity certificates,
visit www.fsa.usda.gov/pricesupport.

USDA Sees Strong Demand for Conservation Re-
serve Program

Deadline to Submit Offers for Competitive Enroll-
ment is Feb. 26

USDA reminds farmers and ranchers that the com-
petitive sign-up deadline for its most popular volun-
tary conservation program, the Conservation Re-
serve Program (CRP), is Feb. 26, 2016. This will be
one of the most competitive general sign-up periods
in history, in part due a statutory limit on the number
of acres that can be enrolled in the program. The
most competitive applications will be those that com-
bine multiple conservation benefits, such as water
quality and wildlife habitat.

For the past thirty years, CRP has provided financial
incentives to farmers and ranchers to remove envi-
ronmentally sensitive agricultural land from produc-
tion to be planted with certain grasses, shrubs and
trees that improve water quality, prevent soil erosion
and increase wildlife habitat. Since 1985, CRP has
sequestered an annual average of 49 million tons of
greenhouse gases, equal to taking 9 million cars off
the road; prevented 9 billion tons of soil from ero-
sion, enough to fill 600 million dump trucks; and re-
duced nitrogen and phosphorous runoff by 95 and
85 percent, respectively. CRP also protects more
than 170,000 stream miles with forests and grasses,
enough to go around the world seven times. The
program has allowed for the restoration of 2.7 million
acres of wetland.

As of January 2016, 23.6 million acres were enrolled
in CRP, with contracts for more than 1.6 million
acres set to expire this fall. The statutory cap on
acres that can be enrolled is 24 million acres. Sub-
missions will be ranked according to environmental
benefits in comparison to all other offers nationwide.
USDA will announce accepted offers after the enroll-
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ment period ends and offers are reviewed. For an
interactive tour of CRP success stories from across
the U.S., visit www.fsa.usda.gov/CRPis30, or follow
on Twitter at #CRPis30.

For an interactive look at USDA's work in conserva-
tion and forestry over the course of this Administra-
tion, visit http://medium.com/usda-results.

Final Planting Dates

All producers are encouraged to contact their local
FSA office for more information on the final planting
date for specific crops. The final planting dates vary
by crop, planting period and county so please con-
tact your local FSA office for a list of county-specific
planting deadlines. The timely planting of a crop, by
the final planting date, may prevent loss of program
benefits.

CRP Payment Limitation

Payments and benefits received under the Conser-
vation Reserve Program (CRP) are subject to the
following:

e payment limitation by direct attribution
o foreign person rule
e average adjusted gross income (AGI) limitation

The 2014 Farm Bill continued the $50,000 maximum
CRP payment amount that can be received annual-
ly, directly or indirectly, by each person or legal enti-
ty. This payment limitation includes all annual rental
payments and incentive payments (Sign-up Incen-
tive Payments and Practice Incentive Payments).
Annual rental payments are attributed (earned) in
the fiscal year in which program performance oc-
curs. Sign-up Incentive Payments (SIP) are attribut-
ed (earned) based on the fiscal year in which the
contract is approved, not the fiscal year the contract
is effective. Practice Incentive Payments (PIP) are
attributed (earned) based on the fiscal year in which
the cost-share documentation is completed and the
producer or technical service provider certifies per-
formance of practice completion to the county office.

Such limitation on payments is controlled by direct
attribution.

e Program payments made directly or indirectly to
a person are combined with the pro rata interest
held in any legal entity that received payment,
unless the payments to the legal entity have
been reduced by the pro rata share of the per-
son.
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e Program payments made directly to a legal entity
are attributed to those persons that have a direct
and indirect interest in the legal entity, unless the
payments to the legal entity have been reduced
by the pro rata share of the person.

o Payment attribution to a legal entity is tracked
through four levels of ownership. If any part of
the ownership interest at the fourth level is
owned by another legal entity, a reduction in
payment will be applied to the payment entity in
the amount that represents the indirect interest
of the fourth level entity in the payment entity.

Essentially, all payments will be “attributed” to a per-
son’s Social Security Number. Given the current
CRP annual rental rates in many areas, it is im-
portant producers are aware of how CRP offered
acreages impact their $50,000 annual payment limi-
tation. Producers should contact their local FSA of-
fice for additional information.

NOTE: The information in the above article only
applies to contracts subject to 4-PL and 5-PL regula-
tions. It does not apply to contacts subject to 1-PL
regulations.

Fire Management on CRP Acres

Landowners who participate in the Conservation Re-
serve Program (CRP) are responsible for fire man-
agement on their CRP acreage. Fireguard technical
practices should be outlined in the Conservation
Plan of Operations (CPO).

Landowners must complete the necessary manage-
ment activities outside of the Primary Nesting Sea-
son. In Kentucky, the Primary Nesting Season is
May 15 through August 1for grazing benefits. The
goal is to suppress the amount of fuel in the event of
a wildfire while still promoting the diversity of the
conservation cover.

FSA encourages producers to be proactive in pre-
venting the spread of wildfire. Fire management in-
cludes installing firebreaks, which should be includ-
ed in the contract support document and installed
according to NRCS firebreak standards.

Barren firebreaks will only be allowed in high risk
areas, such as transportation corridors, rural com-
munities, and adjacent farmsteads. A conservation-
ist must certify that there will not be an erosion haz-
ard from the barren firebreak. If erosion becomes a
problem, remedial action will be taken.
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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 con-
dition has improved to a point where they can re-
finance 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 bal-
ance sheet, actual financial performance and a pro-
jected farm budget. The borrower has 30 days to
return the required financial documents. This infor-
mation will be used to evaluate the borrower’s po-
tential 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 lend-
ers. The borrower will be notified when loan infor-
mation is sent to local lenders.

If any lenders are interested in refinancing the bor-
rower’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 bor-
rower 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 bor-
rower of noncompliance, FSA’s intent to accelerate
the loan, and appeal rights.
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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 pro-
vide the youth with practical business and educa-
tional 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 Mar-
iana Islands) or a legal resident alien

e Be 10 years to 20 years of age

o Comply with FSA’s general eligibility require-
ments

e Be unable to get a loan from other sources

e 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 ap-
plicant, along with providing adequate supervi-
sion.

Stop by the county office for help preparing and pro-
cessing the application forms.
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USDA is an equal opportunity provider, employer, and lender. To file a
complaint of discrimination, write: USDA, Office of the Assistant Secre-
tary 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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