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Arizona Farm Service ~ USDA Issues Farm Safety Net and
Agency Conservation Payments

Arizona Farm Service
Agency 230 N 1st Ave,
Phoenix, AZ 85003, Phone:
602-285-6300 Fax: 602-285-
6325

USDA Farm Service Agency announced that over $9.6 billion in
payments will be made to producers through the Agriculture Risk
Coverage (ARC), Price Loss Coverage (PLC) and Conservation
Reserve (CRP) programs. The USDA is issuing approximately $8
billion in payments under the ARC and PLC programs for the 2016

State Executive Director: crop year, and $1.6 billion under CRP for 2017.

Grace Lamas (Acting) The ARC and PLC programs were authorized by the 2014 Farm Bill

and offer a safety net to agricultural producers when there is a
substantial drop in revenue or prices for covered commodities.
Over half a million producers will receive ARC payments and over a
guarter million producers will receive PLC payments for 2016 crops,
starting the first week of October and continuing over the next
several months.

Farm Loan Manager: Sharon
Kinnison

Program Specialist: Ryan
Hunt
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To find contact information for
your local office go to
www.fsa.usda.gov/az

Payments are being made to producers who enrolled base acres of
barley, corn, grain sorghum, lentils, oats, peanuts, dry peas,
soybeans, wheat and canola. In the upcoming months, payments
will be announced after marketing year average prices are
published by USDA's National Agricultural Statistics Service for the
remaining covered commaodities. Those include long and medium
grain rice (except for temperate Japonica rice), which will be
announced in November; remaining oilseeds and chickpeas, which
will be announced in December; and temperate Japonica rice,
which will be announced in early February 2017. The estimated
payments are before application of sequestration and other
reductions and limits, including adjusted gross income limits and
payment limitations.

Also, as part of an ongoing effort to protect sensitive lands and
improve water quality and wildlife habitat, USDA will begin issuing
2017 CRP payments in October to over 375,000 Americans.

Signed into law by President Reagan in 1985, CRP is one of the
largest private-lands conservation program in the United States.
Thanks to voluntary participation by farmers and landowners, CRP
has improved water quality, reduced soil erosion and increased
habitat for endangered and threatened species. In return for
enrolling in CRP, USDA, through the Farm Service Agency (FSA)
on behalf of the Commodity Credit Corporation, provides
participants with rental payments and cost-share assistance.
Participants enter into contracts that last between 10 and 15 years.
CRP payments are made to participants who remove sensitive
lands from production and plant certain grasses, shrubs and trees
that improve water quality, prevent soil erosion and increase wildlife
habitat.

For more details regarding ARC and PLC programs, go to
www.fsa.usda.gov/arc-plc. For more information about CRP,
contact your local FSA office or visit www.fsa.usda.gov/crp.

Policy Updates for Acreage Reporting

The USDA Farm Service Agency (FSA) recently made several
policy updates for acreage reporting for cover crops, revising
intended use, late-filed provisions, grazing allotments as well as
updated the definitions of “idle” and “fallow.”

Reporting Cover Crops:

FSA made changes to the types of cover crops. Cover crop types
can be chosen from the following four categories:

e Cereals and other grasses - Any cover crop that is
classified as a grass plant or cereal grain, and would
include, but not be limited to, the following cover crops:
cereal rye, wheat, barley, oats, black oats, triticale, annual
ryegrass, pearl millet, foxtail millet (also called German,
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Italian or Hungarian millet), sorghum sudan grass, sorghum
and other millets and grasses.

e Legumes - Any cover crop that is classified as a legume,
including, but not limited to, clovers, vetches, peas, sun
hemp, cowpeas, lentils and other legumes.

e Brassicas and other broadleaves - Any cover crop that is
classified as a non-legume broadleaf, including, but not
limited to, Brassicas such as radishes, turnips, canola,
rapeseed, oilseed rape, and mustards, as well as other
broadleaf plants such as phacelia, flax, sunflower,
buckwheat, and safflower.

e Mixtures - Mixes of two or more cover crop species planted
at the same time, for example, oats and radishes. If the
cover crop is harvested for any use other than forage or
grazing and is not terminated according to policy
guidelines, then that crop will no longer be considered a
cover crop and the acreage report must be revised to
reflect the actual crop.

Permitted Revision of Intended use After Acreage Reporting Date:

New operators or owners who pick up a farm after the acreage
reporting deadline has passed and the crop has already been
reported on the farm, have 30 days to change the intended use.
Producer share interest changes alone will not allow for revisions to
intended use after the acreage reporting date. The revision must be
performed by either the acreage reporting date or within 30
calendar days from the date when the new operator or owner
acquired the lease on land, control of the land or ownership and
new producer crop share interest in the previously reported crop
acreage. Under this policy, appropriate documentation must be
provided to the County Committee’s satisfaction to determine that a
legitimate operator or ownership and producer crop share interest
change occurred to permit the revision.

Acreage Reports:

In order to maintain program eligibility and benefits, producers must
timely file acreage reports. Failure to file an acreage report by the
crop acreage reporting deadline may result in ineligibility for future
program benefits. FSA will not accept acreage reports provided
more than a year after the acreage reporting deadline.

Reporting Grazing Allotments:

FSA offices can now accept acreage reports for grazing allotments.
Producers will use form “FSA-578” to report grazing allotments as
animal unit months (AUMs) using the “Reporting Unit” field. The
local FSA office will need the grazing period start and end date and
the percent of public land.



Definitions of Terms:

FSA defines “idle” as cropland or a balance of cropland within a
Common Land Unit (CLU) (field/subfield) which is not planted or
considered not planted and does not meet the definition of fallow or
skip row. For example, the balance of a field that could not be
planted due to moisture or a turn area that is not planted would be
reported as idle.

Fallow is considered unplanted cropland acres which are part of a
crop/fallow rotation where cultivated land that is normally planted is
purposely kept out of production during a regular growing season.
Resting the ground in this manner allows it to recover its fertility and
conserve moisture for crop production in the next growing season.

New Actively Engaged Provisions for Non-Family Joint
Operations or Entities

Many Farm Service Agency programs require all program participants, either individuals or legal
entities, to be “actively engaged in farming”. This means participants provide a significant
contribution to the farming operation, whether it is capital, land, equipment, active personal labor
and/or management. For entities, each partner, stockholder or member with an ownership interest,
must contribute active personal labor and/or management to the operation on a regular basis.

The 2014 Farm Bill established additional payment eligibility provisions relating to the farm
management component of meeting “actively engaged in farming”. These new provisions apply to
joint operations comprised of non-family members or partners, stockholders or persons with an
ownership in the farming operation. Effective for 2016 and subsequent crop years, non-family joint
operations are afforded to one member that may use a significant contribution of active personal
management exclusively to meet the requirements to be determined “actively engaged in farming”.
The person or member will be defined as the Farm Manager for the purposes of administering these
new management provisions.

In some instances, additional persons or members of a non-family member joint operation who
meet the definition of Farm Manager may also be allowed to use such a contribution of active
personal management to meet the eligibility requirements. However, under no circumstances may
the number of Farm Managers in a non-family joint operation exceed a total of three in any given
crop and program year.

Reporting Organic Crops

Producers who want to use the Noninsured Crop Disaster Assistance Program (NAP) organic price
and selected the "organic" option on their NAP application must report their crops as organic. When
certifying organic acres, the buffer zone acreage must be included in the organic acreage.

Producers must also provide a current organic plan, organic certificate or documentation from a
certifying agent indicating an organic plan is in effect. Documentation must include

e name of certified individuals
e address



telephone number

effective date of certification

certificate number

list of commodities certified

name and address of certifying agent

a map showing the specific location of each field of certified organic, including the buffer
zone acreage

Certification exemptions are available for producers whose annual gross agricultural income from
organic sales totals $5,000 or less. Although exempt growers are not required to provide a written
certificate, they are still required to provide a map showing the specific location of each field of
certified organic, transitional and buffer zone acreage. For questions about reporting organic crops,
contact your local FSA office. To find your local office, visit http://offices.usda.gov

Preauthorized Debit Available for Farm Loan Borrowers

USDA Farm Service Agency (FSA) has implemented pre-authorized debit (PAD) for Farm Loan
Program (FLP) borrowers. PAD is a voluntary and alternative method for making weekly, bi-weekly,
monthly, quarterly, semi-annual or annual payments on loans.

PAD payments are pre authorized transactions that allow the National Financial and Accounting
Operations Center (NFAOC) to electronically collect loan payments from a customer’s account at a
financial institution. PAD may be useful for borrowers who use nonfarm income from regular wages
or salary to make payments on loans or adjustment offers or for payments from seasonal produce
stands. PAD can only be established for future payments.

To request PAD, customers, along with their financial institution, must fill out form RD 3550-28. This
form has no expiration date, but a separate form RD 3550-28 must be completed for each loan to
which payments are to be applied. A fillable form can be accessed on the USDA Rural Development
(RD) website at http://www.rd.usda.gov/publications/regulations-guidelines. Click forms and search
for “Form 3550-28.”

If you have a “filter” on the account at your financial institution, you will need to provide the financial
institution with the following information: Origination ID: 1220040804, Agency Name: USDA RD
DCFO.

PAD is offered by FSA at no cost. Check with your financial institution to discuss any potential cost.
Preauthorized debit has no expiration date, but you can cancel at any time by submitting a written
request to your local FSA office. If a preauthorized debit agreement receives three payment
rejections within a three month period, the preauthorized debt agreement will be cancelled by FSA.
The payment amount and due date of your loan is not affected by a cancellation of preauthorized
debit. You are responsible to ensure your full payment is made by the due date. For more
information about PAD, contact your local FSA office. To find a local FSA office, visit
http://offices.usda.gov

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.
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FSA periodically conducts Direct Loan graduation reviews to determine a borrower’s ability to
graduate to commercial credit. If the borrower’s financial condition has improved to a point where
they can refinance their debt with commercial credit, they will be asked to obtain other financing and
partially or fully pay off their FSA debit.

By the end of a producer’s operating cycle, the Agency will send a letter requesting a current
balance sheet, actual financial performance and a projected farm budget. The borrower has 30 days
to return the required financial documents. This information will be used to evaluate the borrower’s
potential 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 lenders. The borrower will be notified when
loan information is sent to local lenders.

If any lenders are interested in refinancing the borrower’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 borrower 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
borrower of noncompliance, FSA’s intent to accelerate the loan, and appeal rights.

USDA is an equal opportunity provider, employer and lender. 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).



