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1  Overview 
 
  A Background 

 
Many producers were mistakenly lead to believe that TTPP payments would be calculated by 
multiplying the farm’s 2002 effective quota times the $3 producer payment rate.  Multiplying 
the farm’s 2002 effective quota times the producer payment rate would suffice to calculate 
the farm’s BQL each year, if during each of the years 2002, 2003, and 2004: 
 
• a farm’s marketings equaled its effective quota 
• there were no pounds leased to or from the farm 
• there were no undermarketings. 
 
However, because this situation is not typical, the American Jobs Creation Act of 2004 
(the Act) requires that adjustments be made when calculating the farm’s BQL. 

   
  B Purpose 
 

This notice explains to State and County Offices why adjustments are made to the 2002 
effective quota when calculating a farm’s BQL.   
 

 
 
 
 
 
 
 
 
 
 
 
  

Disposal Date 
 
October 1, 2005 

Distribution 
Tobacco State Offices; State Offices relay to 
applicable County Offices 
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2  Producer BQL Formula   
 
  A Requirements of the Act 
   
   The Act requires that producer payments must: 
 

• be based on quota tobacco in which a producer shared in the risk of production 
 
• be adjusted for disaster lease and transfers for burley and flue-cured tobacco 
 
• provide for equitable distribution of payments if 2 or more persons produced tobacco on 

the farm. 
 
  B Calculating the Maximum Payment Pounds 
 
   The formula ensures that BQL for each farm and producer is calculated to provide payment 

for the maximum amount of pounds of quota tobacco. 
 
  C Effect of Disaster Lease and Transfers on Burley and Flue-Cured Tobacco 
 
   Pounds of tobacco that burley or flue-cured tobacco farms temporarily leased under disaster 

conditions are added to the transferring farm and subtracted from the receiving farm when 
calculating the farm’s BQL for 2002, 2003, and 2004.   

 
  D Undermarketings and Double Payments 
 
   Undermarketings are part of a farm’s effective quota in 2 different years; the: 
 

• year the undermarketings occurred 
• following year to which the undermarketings were carried forward. 

 
To pay on undermarketings in both years would result in double payments being made, 
whether they are either: 
 
• actual undermarketings; that is the amount the effective quota is more than the amount of 

tobacco marketed 
 
• effective undermarketings that are the smaller of either: 
 

• actual undermarketings 
 
• the sum of the previous year’s basic quota plus pounds of quota temporarily 

transferred to the farm for the previous year. 
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2  Producer BQL Formula (Continued) 
 
  D Undermarketings and Double Payments (Continued) 
 

Most undermarketings are pounds: 
 
• where there was no production (they were not produced) 
• that were carried forward and produced, in the following year.   
 
In order to include all possible pounds of quota tobacco in the BQL, rather than to not pay on 
these undermarketings because they were not produced, they are included in the BQL 
calculation for the following year when they are produced. 
 

   However, undermarketings are included in the farm’s BQL in the year they occurred when 
they are not carried forward to become part of the farm’s effective quota in the following 
year.  Because 2004 undermarketings cannot be paid in 2005, they will be included in the 
BQL calculation for 2004. 

 
  E Equitable Distribution 
 
   The Act provides that payments be equitably distributed, based on the relative share in the 

risk of producing the quota tobacco during the years 2002, 2003, and 2004.  This equitable 
distribution applies to each year and also to the relative share for each producer when 2 or 
more persons produced tobacco on the farm.  

 
Examples: The producer payment rate is $3.  Equitable distribution to a single producer on a 

farm for each of the 3 years might be as follows: 
 
• a single producer for 1 of these years would be eligible to receive 1/3 of the 

payment rate, or $1 
 
• a single producer for 2 of these years would be eligible to receive 2/3 of the 

payment rate, or $2 
  
• a single producer for 3 of these years would be eligible to receive 100 

percent of the payment rate, or $3. 
 

Equitable distribution to multiple producers on a farm for 1 or all of these 3 years 
might be that 2 producers shared equally in the risk of producing the tobacco for 
1 or all of the years.  Each producer would be eligible to receive 1/2 of the 
payment calculated for that farm for each year they shared equally in the risk of 
producing the tobacco. 

 
 
 
 
 
4-7-05       Page 3 



Notice TB-1142 
3  Action 

 
A  State Office Action 
 
 State Offices shall ensure that County Offices understand the provisions in this notice. 
 

  B County Office Action 
 

County Offices shall follow the provisions in this notice. 
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