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Decision Summary

e Decision to reallocate base acres
1) one-time reallocation based on 2009-2012 planting mix, cannot
add base acres to a farm or
2) retain existing base acres

e Evaluate updated yields for potential PLC — want to have the highest
possible payment yield for a potential payment — 90% of 2008-2012
simple average

 Reallocating base acreage and updating payment yield are two
separate decisions.

 Choice between PLC and ARC — to be determined by evaluating the
programs in relation to your expectations of future trends in
commodity prices
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Example 1 for Reallocating Base Acreage

e A farm currently has 330 total base acres: 150 rice, 120 soybeans,
and 60 wheat.

e From 2009-2012 plantings and prevented plantings averaged 165
acres (50%) in rice and 165 acres (50%) in soybeans. Years with O
acres planted/prevented planted for a crop are included in
calculating the average.

e The farm would have two choices for 2014 base acreage:
» Retain 150 rice, 120 soybeans, and 60 wheat
» Reallocate to 165 rice and 165 soybeans
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Base Acreage Reallocation

Base Acres
Covered
Year Rice  Soybeans Wheat Corn  Sorghum  Crops
2013 Base Acres 150 120 60 0 0 330
Planted/Prevented Acreage 2009-2012
2009 250 80 0 0 0 330
2010 80 250 0 0 0 330
2011 250 80 0 0 0 330
2012 80 250 0 0 0 330
Average 165 165 0 0 0 330
Proportion 0.50 0.50 0.00 0.00 0.00 1.00
Reallocated Base Acreage
Covered
Rice  Soybeans Wheat Corn  Sorghum  Crops
2014 Base Acres 165 165 0 0 0 330
2014 Payment Acres
(85% of Base) 140 140 0 0 0 281




Example 2 for Reallocating Base Acreage

e A farm currently has 430 total base acres: 150 rice, 120 soybeans, 60
wheat, and 100 cotton. (330 base acres for covered commodities)

 From 2009-2012 plantings and prevented plantings averaged 215 acres
(50%) in rice and 215 acres (50%) in soybeans and the farm selects to
reallocate its base acreage. Years with 0 acres planted and prevented
planted for a crop are included in calculating the average.

e Of 430 total acres planted in 2014, the farm plants 300 acres (70%) of rice
and 130 acres (30%) of soybeans.

e 100 acres of generic base are allocated as 70 acres to rice base acreage
and 30 acres to soybean base.

 Total rice base acreage for 2014 is (165 + 70) 235 acres, and total soybean
base acreage for 2014 is (165 + 30) 195 acres for 430 total base acres.
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Base Acreage Reallocation

Base Acres
Covered Total
Year Rice Soybeans Wheat Corn Sorghum  Crops Cotton Crops
2013 Base Acres 150 120| 60 0 0 330 100 430
Planted/Prevented Acreage 2009-2012
2009 300 130 0 0 0 430 0 430
2010 130 300 0 0 0 430 0 430
2011 300 130 0 0 0 430 0 430
2012 130 300 0 0 0 430 0 430
Average 215 215 0 0 0 430 0 430
Proportion 0.50 0.50 0.00 0.00 0.00 1.00 0.00 1.00
Reallocated Base Acreage
Covered Total
Rice Soybeans Wheat Corn Sorghum  Crops Generic Crops
2014 Base Acres 165 165 0 0 0 330 100 430
Reallocating Base Acreage and Reassigning Generic Base Acreage
Covered Other Total
Rice Soybeans Wheat Corn Sorghum  Crops Crops Crops
2014 Base Acres 165 165 0 0 0 330 100 430
2014 Planted Acres | 300] 130] o o 0 a30[ 0 430
Planted Ratio 0.70 0.30 0.00 0.00 0.00 1.00
Generic Base Applied 70 30 0 0 0 100
2014 Effective Base
Acres 235 195 0 0 0 430 430

2014 Payment Acres
(85% of Base) 200 166 0 0 0 366




Example 3 for Reallocating Base Acreage

e A farm currently has 430 total base acres: 150 rice, 120 soybeans, 60
wheat, and 100 cotton. (330 base acres for covered commodities)

 From 2009-2012 plantings and prevented plantings averaged 215 acres
(50%) in rice and 215 acres (50%) in soybeans and the farm selects to
reallocate its base acreage. Years with 0 acres planted and prevented
planted for a crop are included in calculating the average.

e Of 430 total acres planted in 2015, the farm plants 300 acres (100% of
covered commodities) of rice and 130 acres of cotton (cotton is not a
covered commodity).

e 100 acres of generic base are allocated as 100 acres to rice base acreage.
No other covered commodity is planted.

 Total rice base acreage for 2015 is (165 + 100) 265 acres, and total soybean
base acreage for 2015 is (165 + 0) 165 acres for 430 total base acres.
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Base Acreage Reallocation

Base Acres
Covered Total
Year Rice Soybeans Wheat Corn Sorghum  Crops Cotton Crops
2013 Base Acres 150 120| 60 0 0 330 100 430
Planted/Prevented Acreage 2009-2012
2009 300 130 0 0 0 430 0 430
2010 130 300 0 0 0 430 0 430
2011 300 130 0 0 0 430 0 430
2012 130 300 0 0 0 430 0 430
Average 215 215 0 0 0 430 0 430
Proportion 0.50 0.50 0.00 0.00 0.00 1.00 0.00 1.00
Reallocated Base Acreage
Covered Total
Rice Soybeans Wheat Corn Sorghum  Crops Generic Crops
2014 Base Acres 165.0 165.0 0.0 0.0 0.0 330.0 100.0 430.0
Reallocating Base Acreage and Reassigning Generic Base Acreage
Covered Other Total
Rice Soybeans Wheat Corn Sorghum  Crops Crops Crops
2014 Base Acres 165 165 0 0 0 330 100 430
2015 Planted Acres | 300| 0| 0| 0| 0| 300 430
Planted Ratio 1.00 0.00 0.00 0.00 0.00 1.00
Generic Base Applied 100 0 0 0 0 100
2015 Effective Base
Acres 265 165 0 0 0 430 430

2015 Payment Acres
(85% of Base) 225 140 0 0 0 366




Example: Crop is planted each year.
Updating Yield for PLC Payment Yield, Rice

Example: Crop is not planted in a year (2009).
Updating Yield for PLC Payment Yield, Rice

Year Ibs./acre Year Ibs./acre
2008 6,900 2008 6,900
2009 7,100 2009
2010 6,700 2010 6,700
2011 7,200 2011 7,200
2012 7,000 2012 7,000
Average 6,980 Average 6,950
Factor 0.90 Factor 0.90
Updated Updated
Payment Payment
Yield 6,282 Yield 6,255



PLC Reference Prices

Corn S3.70 /bu.
Rice (Delta) $6.30/bu.
Soybeans $8.40/bu.
Wheat S5.50/bu.
Sorghum $3.95/bu.
Peanuts S535/ton
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PLC Example for Rice

 The national average market price at the end of the 2014 production
year is $6.14/bu. This becomes the effective price.

* The payment rate is calculated as $6.30 - $6.14 = S0.16/bu.
 The payment yield on record with USDA is 139.6 bu./acre.
e Base rice acres on record with USDA are 100 acres.

e The payment amount is
S0.16 x 139.6 x (100 x 0.85) =51,868.36
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ARC (County) Soybean Example

e Olympic average county yield for 2009-2013 is 46.33 bu./acre
e Olympic average national price for 2009-2013 is $11.77

v' Benchmark revenue is 46.33 x $S11.77 = $545.19/acre

* Revenue guarantee is $468.86/acre (5545.19 x 0.86)

e As an example situation, actual crop revenue for 2014 is $450.00/acre
(45 bu./acre county vyield, $10.00/bu. national price)

» Actual crop revenue is less than the revenue guarantee.

* Payment rate is $468.86 - S450.00 = $18.86. (May not exceed $545.19
x0.10 = $54.52)

 Payment amount per base acre is 85% of the payment rate (516.03)
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PLC and ARC Summary

e PLC

» Fixed reference prices are compared to current national prices for each crop
» Payments are determined by payment yields established with USDA

» Payments are on 85% of base acres for a crop

e ARC (County)

» Benchmark revenue is determined by historical county yields and national prices
for each crop and is a moving measure for the 5 most recent years

» Actual revenue is determined by current county yields and national prices for
each crop

» Payments are on 85% of base acres for a crop

e ARC (Farm)

» Benchmark revenue is farm revenue determined by historical farm yields and
national prices and is a moving measure for the 5 most recent years

» |s a whole farm revenue program for all crops enrolled

» Payments are on 65% of total base acres for a farm
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Presentation Disclaimer

 This Information is based on our reading of the 2014 Farm Bill and
discussions with other professional economists.

e There will likely be differences in our interpretation and the final
regulations to be developed by USDA, FSA.
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