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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 (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.qov/3C6KKk.
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Reminder: 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 Service (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 additionalactions that may be required to meet the required compliance with the
conservation compliance provisions.

USDA launched a new digital resource to help guide agricultural producers through the conservation compliance process.
The Five Steps to Meet Conservation Compliance webpage will help producers determine if conservation compliance
provisions apply to them as well as how to become and remain compliant.

USDA has published an Interim Rule on the Federal Register website which provides details outlining the connection of
conservation compliance with crop insurance premium support.

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 quantity 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 commaodities 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.
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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 contact your local FSA office.

Upcoming Acreage Reporting Deadline

Producers are reminded that May 15, 2015 is the acreage reporting deadline for Spring Oats, Pecans and Potatoes.

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.

Continuous CRP adds Center Pivot Corner Provisions

Land eligibility modifications were recently made to the Continuous Conservation Reserve Program (CCRP) to allow
center pivot irrigation corners to be enrolled in the “Habitat Buffers for Upland Birds” practice. The modification eliminated
an earlier requirement that required a “connecting” strip to be enrolled when multiple pivot corners were offered for the
program. The modification now allows each pivot corner of multiple pivot corners offered to be enrolled to stand on their
own without the connecting strip.

The CCRP contract for Habitat Buffers for Upland Birds is a 10 year contract providing annual rental payments and
financial assistance for vegetative habitat establishment. A $150 per acre sign up incentive payment is received by the
producer at contract approval. The acreage enrolled in the practice may not be grazed or hayed.

Other popular CCRP practices include waterways, filter strips, riparian buffers, saline seeps, wetlands or upland wetlands
(playa lakes), shallow water areas for wildlife, windbreak/shelterbelts, and pollinator habitat. Most of these practices offers
a signup incentive payment and additional incentive for practice installation.

Oklahoma Counties Eligible for Emergency Loans

Oklahoma has 54 counties that have been declared a primary/contiguous disaster due to drought and heat using the
streamlined Secretarial Disaster Designation process. Under this designation, producers with operations in any primary or
contiguous county are eligible to apply for low interest emergency loans.
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Oklahoma counties included in the designation are: Alfalfa, Beaver, Beckham, Blaine, Bryan, Caddo, Canadian, Carter,
Cimarron, Cleveland, Comanche, Cotton, Creek, Custer, Dewey, Ellis, Garfield, Garvin, Grady, Grant, Greer,

Harmon, Harper, Jackson, Jefferson, Johnston, Kay, Kingfisher, Kiowa, Lincoln, Logan, Love, Major, Marshall, McClain,
Murray, Noble, Okfuskee, Oklahoma, Okmulgee, Osage, Pawnee, Payne, Roger Mills, Rogers, Stephens, Texas, Tillman,
Tulsa, Wagoner, Washington, Washita, Woods, and Woodward.

The streamlined disaster designation process issues a drought disaster declaration when a county has experienced a
drought intensity value of at least a D2 (severe drought) level for eight consecutive weeks based on the U.S. Drought
Monitor during the crop year.

Emergency loans help producers recover from production and physical losses due to drought, flooding and other natural
disasters or quarantine.

Producers have eight months from the date of the declaration to apply for emergency loan assistance. FSA will consider
each loan application on its own merits, taking into account the extent of losses, security available and repayment ability.
Producers can borrow up to 100 percent of actual production or physical losses, to a maximum amount of $500,000.

Livestock Indemnity Program (LIP)

The Livestock Indemnity Program (LIP) provides assistance to eligible producers for livestock death losses in excess of
normal mortality due to adverse weather and attacks by animals reintroduced into the wild by the federal government or
protected by federal law. LIP compensates livestock owners and contract growers for livestock death losses in excess of
normal mortality due to adverse weather, including losses due to hurricanes, floods, blizzards, wildfires, extreme heat or
extreme cold.

For 2015, eligible losses must occur on or after Jan. 1, 2015, and before December 31, 2015. A notice of loss must be
filed with FSA within 30 days of when the loss of livestock is apparent. Participants must provide the following supporting
documentation to their local FSA office no later than 30 calendar days after the end of the calendar year for which benefits
are requested:

e Proof of death documentation
e Copy of growers contracts
e Proof of normal mortality documentation

Producers who suffer livestock losses in 2015 must file both of the following:

e A notice of loss the earlier of 30 calendar days of when the loss was apparent or by January 30, 2016
e An application for payment by January 30, 2016

Additional information about LIP is available at your local FSA office or online at www.fsa.usda.gov.

Farm Loan Interest Rates:

Farm Operating Loans = 2.500%

Farm Ownership Loans = 3.625%

Farm Ownership Down Payment Loans = 1.5%
Micro Loans = 2.500%

Youth Loans = 2.500%

Emergency Loans = 3.500%

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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