JOINT MEETING
MINUTES OF THE _ SENATE  GOMMITTEE ON AGRICULTURE & SMALL BUSINESS

&
3rd Floor HOUSE AGRICULTURE & %%YESTOCK COMMITTEE
Held in Room __OLD SUPREME CT ;¢ the Statehouse at a. m.2pXI%
Wednesday, January 12, 1983 19
All members were present except: Senator Dan Thiessen (Excused)
The next meeting of the Committee will be held at 10:15 a. m.ApKHX
on _Wednesday, January 12, 1983 19

Wednesday, January 12, 1983 19

were

These minutes of the meeting held on

considered, corrected and approved.

77 7

Chairman

The conferees appearing before the Committee were:

Congressmen Dan Glickman and Pat Roberts

Senator Kerr called the meeting to order. He welcomed the joint
committee members and Congressmen Glickman and Roberts who are
in Topeka attending the Board of Agriculture meetings. Senator
Kerr stated we are fortunate in that both are members of the
House Agriculture Committee and are knowledgeable relative to
the payment-in-kind program just announced by the administra-
tion and the problems relating to grain elevators which will

be discussed before both committees in the next few weeks. He
then turned the meeting over to Representative Fuller, Chair-
man of the House Agriculture and Livestock Committee. Repre-
sentative Fuller stated in these critical times there should

be close cooperation and communication between the state
legislatures and the Congress.

Congressman Glickman, Chairman of the Sub-committee on Grain
Warehousing, stated they had worked a long time on the bill
presented to last year's Congress, although it did not get
through Congress. He wondered just how far we can remedy
bankruptcy laws and prorationing of assets. He asked if there
should be a federal insurance fund established to insure assets;
if so, should it be voluntary or mandatory and who would pay
the fees? He feels there is a real need to accelerate deter-
mination of ownership and accelerating distribution of cash

and perhaps insure assets.

He stated the PIK program is an innovative idea. He noted
there are several questions. Should there be some support
program? Will it cause a deluge of grain since the farmers
need money? Should it contain mandatory production controls?
Would there be depressing effects unless there is a schedule?

Congressman Roberts stated he felt more upbeat and optimistic
this week than anytime during the last two years. He thinks
the PIK announcement is an upbeat kind of message but perhaps
should have begun in 1980-81, since there have been four crop
years below cost of production. He feels the contract sanc-
tity bill (CFTC) to be beneficial since after an export con-
tract has been entered into it could not be broken by an
embargo or government order, except in case of war or a
national emergency, until after a period of 270 days.

(MORE)

Unless specifically noted, the individual remarks recorded
herein have not been transcribed verbatim. Individual re-
marks as reported hercin have not been submitted to the
individuals appearing before the committee for editing or
corrections.
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Congressman Roberts stated he feels Secretary Block has come up with
something positive and viable. Too many people in Washington want
to use the farmers, i.e., Department of Defense, State Department
and National Security Council. He also stated we have real problems
with trade in Japan and Europe. A strong export program is needed.
The supply management problem has to be addressed. Sign-up time
under the PIK program is January 24, with closing date of March 11.
(Note Attachment 1 to original minutes)

In answer to a question relative to the effects of the PIK program
on suppliers, Congressman Glickman stated any meaningful supply
program will have an effect and hurt agro business. He feels a farm
crisis bill in some form should be introduced. He feels we need to
get into a free market.

Congressman Roberts stated the PIK program, as written, will run for
two years. He stated this program would cost less and reduce produc-
tion, and emphasized we need a spending freeze in all areas.

Representative Polson questioned the soybean production. Congressman
Roberts stated perhaps it would be covered by a regulation.

The meeting was adjourned.
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Rsckground

In the paet two yeara, U,5, and world grain productionm has raached record lavels.
Heather alao contributed to a sharp jump lo world production of oilsseds in 1982,
and largs cotton crops la foreign countries, At the sews tira, tha sources of
gtrength in the demand for U.3. agrleultural products have bzen eroded by a variety
of factors: weak acon¢mic conditions io the U,8, awmd throughout the veskt of tha
vworld, fioaocial ivetability in g oumber of countries, the sorong U,5. dallar,
lossea ralgted to the Soviet emdargo, aontinued Zast-Weat teosions, wofailr trade

practices by aomd of our eéxpert compatitors, and restrictive pariat aations by
aome Iorelgn buyars.

Riping wurld production in the fmce of weskened dapand has led to a sharp apcumila~
tion 1n world sioeks, By the end of 1982/83, world grain atocks will likely zesch

a record 260 williepn touz, nesrly double the lavel of two yeara sge. This would be .
equal to two woaths' sgupply of graio, tha highest global atocka—to~use ratlu in

moTe than 8 decada-—and n2arly 60 percest of thae storcks are in the U.3.

Us.S. atocks of naarly all mejor camwodities have incressed dramatically, By the
gnd of the current 1582/83 crop year, compared with two yaars sarlier, our ending
etocks of rice and feed graing «will hawe tripled. The farvar-cwnsd veserve for
gorn will haye iocreaged twelve-=fold approachiag 2.5 billloo bushaleg., Ths whaat
vegerve will have uors than doubled and reached naarly 1 billlon bushals. Cotton
atocks will ba aoarly thrse tipes larger than two ygare hefore.

PIK Program snd Ispacts

« The PI¥ program 18 & land divavsion progrem desigoed to bring suppliss wore ia
in lips with damand. The Gaovernmeuot offers farmers an swount of conmodity for

veducing actsaga by s larger smount than esllad for upder pravicusly aesounced
Progrand .,

. Total harvested acreagy fov U Ziva crops 48 axpacted to bs reduced by 23 willfen
acres ralativae fo previously aontuncad prograr, Total whest, cora and sotphug
roduction will ba raducad by ovar 1 blllton bushels (10 perczoe) with sotton
production raduced by 2.5 mtllion halas (20 percent) and rics production by

21 mdllion cwt. {15 perceot).

. Total eoding stocks of wheat, corn and sorghuwm for 1%83/84 are axpacted to be
reducé?'g?mﬁﬁg?nfwgillion bushels from ievels expected undar tha praviously
sunounced 1883/84 progrems snd sround 600 million bushals below 1882/83 levels,
Upland cotton atneks will e reduced by 2.7 million bales ralative to earlieg
arpestationa for 1383/84 with rice gtoeks dropping by about 20 million cwt, Tha
PIE program ¢ gali~terminating whea excesalve stocks atre reduced.

« Although production will be reduced, Rotal supplies of grainm acd qotton will

ba ampla to maet both foreipgn and dommatic neads and ensure our role as a relisbla
gpupplisar,

. bDound conservation practicas would be mpplled to 23 milllon acresr morve land than
under pravicualy announced 1883 programs,

/Mc./' /
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v/ Farmara c¢apn expect to recsive the game or greater nuf raturng shlle toe ataek
‘ e ~ 2 i y [ s

adjnatmants 2re ocourring. Comsod Ly prices way not increacsz significantly
{n the near tsTa, though thay should firm a9 storage paymeate parmlc graataer
marksting flexibility and buyers raslize that 4tocks ure belng raduced, Unge
ptocka are raeducad signiflesntly thraugh the PLE program, then substantiael
opportunities for price increanca will eulst.

. The impact of the PIK program on ifoput industries will be largely due to net
returns to farmers and cheuges in ceop acreaged. Reduced acreages will lirely
reduce total imput use alightly (n 1983 but improved returng {n 1983-84 will tend
o jncraase input use. Hxpanditures for majoer farm inpubs wmey daclins only ahout
3~4 percant ralative to estimstas before the PIK prograwm,

y/ Commodity Credit Corporation (LCC) outlaya, which totaled arcund $12 billion
in FY 1982, are expected ta be raduced by over $3 billien during ¥FY 198384
relative ta pravicusly announceqd programg.

Tmpact of Paygant-lp~Kind Program

! ! 1583/da
} $ ? Cuvrrant Prograns ! Igpagt of
: 1982/83 : Current Progrem 1 & IR : PIR Prograw
WHEAT t
horeaps harvested pil, aseres t 78,8 75,8 65,6 - —5.9
Product iom mil, by, ¢ 2,808 2,545 2. 080 o —2R%
Ending Stocka - ;i 1,508 1,771 1,508 =263
FOR 1/ ; 975 3,310 765 ~545
3
CORY ; :
Acreage harvasted mil. asres @ 72,8 69.0 60,0 ~9,0
Production mil, bu, r 8,330 7,659 6,875 -783
Ending Stocks " : 3,497 3,447 2,884 =763
FOR 1/ " i 2,300 2,315 1,940 =375
GRAIN SURGHUN H
Asresge hatvastad mwil., aczas ¢ 13.8 12.4 11.2 -1.2
. Production wil, bu, ! 826 750 5358 65
Budlng Stacke " ; 447 526 476 ~50
FOR 1/ " i 375 550 355 ~95
UPLARD GOTTOR P
Acrasge harvested wil, acres i 9.5 1.4 8.7 -2,7
Produstion mil. balaen 12,0 12,5 10.0 “2,3
Euding Stocks " : 7.9 8.4 5.9 -2,7
RICE H
Acreags horvested mil, acres ! 3,252 3,180 2.680 =05
Production 2ll, owt. ! 154.,2 152,86 132.0 %06
Ending Stocks - ! 62.2 70.7 5.2 -19,5

1/ Farmer—ownad re3orve,




AZEREVTATED (RISHDAR FUR PIX PROTIAM

Commxdities eligible for the mrogram includay  ¥haat, rice, com, grain ewghan,
and upland abtton, Producess must pestdcipets In the previewsly soowmeed 1683
acreaga reduction/voluntary land dverelon prograns in ooder to mrticimate in
tha IR Program,

Detia

Jan. 12

Jan., 29

Feb. 11
Fep. 25
Mexch L1
Marcy 18

Maredy 32

Evant

Ismie lrberim zequiationa. Theow will ke a 30-day cooment
prexiod,

Bigmyp Leglns,
At sigoup, moducers dealring bo porticioats In the propen will

W tha peromriage of thelr aatabliasd uee they wisa to
vert . i

This poresmoce carmot be less then 10 perceat arxﬁ wery vary from
Ut level op to 30 parvent, Thus a PIN pregram prodicer mey
diwet &om 30 percent to B0 peaomrt of his ertablisded Dose.

At wanp, s pedocer may sl s oeeeled 64 4 divert his
antlre msa,

The oumbar of wxls bae hdde vocopte? will Gopend on the
supply-damend sliuation for sach comodity, onditicos in tie
locel cormmity, and ¢dhér relevant Swobore. HBowever, in o

cmas would the mmount ddverted sxosed 50 paroEE of the total
i

At rigmip, a producer Wil slen a comtract. On Haroh 11, a¥ter
final remertiong are lssued, the contreet will e eccepted Ly
the county office snd hecames Mirding. Iff any charges 18 mads
in the regulation, pridueses shio bava alveady algned cobracts
ar afmttead nldx wlil be parmitted 0 odify or revcks thew, -
Goament period oo Loterdm regqulation ends.

Isave Zinal meulrstions.

slgmp envda,

Conpties will evaluaie and spprove Whols bese Hia.

Ispue an encollmert rogpozrt..
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PIR PRPOGRMNY FROVISIGES

v

Siguup will tegin on Jamuary 24 and end on March 11, 1983,

Profwear '8 Altarnatlves

To participats in thwe PIXK progrem, Zamm cparators mest auroll in the
ly snnpamesd acreage roductiom end reondred land divernlon program,

Operators ray eroll the farm in tha 10-30 parcest of the base PIK.
Oparatory ey td on tha whole teass fr thw farn,

Producers who are proje jectad o reteive deliclonty and dlvervlon myrments
in excess of the 50,000 lindt mey reguest 2 vedoction in the irsd
consarvation we acreage, cxrmyra:peﬁtP"Kat ‘;ﬁpememcxtha farm's
effective yield for the spplicable caommodicy on thae cooszarvation usa
acraacn that would have ¥ean rehexd.

Frwal lmerrt

———

All producers who dhare in the PIK must algn the contrect.

¥hole Bage Blds .

]

The swart of fesx scoepted will depend on slomp, tha seply/denerd
situstisn for sech comodity, conditione in ‘he lowd comamdty, @l
othar ralavernt factors. Howsvar, In no event will the smoont ddvarts)
excead 50 pervent of the total mee for the omeoddty in the couwty.,

Pids will e nede a8 a pazoent of tha ferm's progren sffective yiald,
QO reperves tha right o reject any or a1l 3=,

Coprty ASC commrittess will ope hdds on FMarch 18 and arrange them in exdar
from the lowest parosttage of the yileld hid to tha highest,

Ho hids will be mocspred that axcesd vhe percent of the yvield offsred for
the 10-30 pervenlt PIK.

If hids are t bz accepked In the comby, t.hﬁry will he gpproved In order
wattdl the camty limitation is reachsd Tt emeseded,



Camengaticn

— Compeneation for the 16-30 pervent PIK will be the amxamced psresntngs
(95 pareent for wheat and B0 parcent: for com, grain sorghom, rice, and
upland cotton), times the farm progrem yiald, times the PIK mcreuge.

—  Comparsation for acceptad whole tmee PIK contracts will ba the bid percsn—
tage times the fnom program ¢leld, times the PTH noreass,

- Compansation for the reducsd consarvation use serenge {eature for poeducess
supjact to the §50,000 limdtation will ba B0 percest of the farm'e rOgram
viald timeg the consecrvation use acresge that would Tave teen paduced, a

=== Compansaticn will b in etardsed smounts for gredn 03, L whead, Mo, 2

yellow corn, No, 2 sorghum) or the historics! ames aversge qality for rice
and ootton,

/
Congervation Use Acreags Eligibiiity

Producers Who have plented wheat befora PIK progrem enmmcuncerert will pe
parmitted to graze or hay the conservatism me scrsage tefors the disposal
deadline.

In mzmar fallow areas, mmmer fallow moreage designated Zor PIK must oo
lard that was o would have been planted in 1983,

—= Gthar eligihility requirements will te the pame as for <he previcusly
anmowmnead  prosjram.

Precscara Wiih Commodities Under Loan

~— Producers entering PIK with autatanding price mprort leens (reqular or
ragerve) mist meke thelr coumddity pledged as sscurity for their loans
avallabla 4o OCC for use in the PIK program.

— The quantity wede available rust at least equal the quantihy they waild
-Z receive as PIK. Adjustmants will be made for quality md cprade.

producers havae 5 ranths fram the PIK avallability date o choose whlch lean
to liguidate,

—-  Loan lioguidation will Do oo the svm day the producer receives the
corarcxdity .



Producers With No Commxdity Loan

—  Prodicer hap 5 months fram the PIK aveilebility dnba to sooepr title to the

coranod ity

- The cxmdity will be availabla &b tha wuvhome of the woarty
cholos depmandive; upon O000's ability to lomats the oo ty &t tha
wWRarahoEs .

-—  Rica and cotion peoducsern W are active neders of a coop will reclave
thelr PIK through the ooom.

-~ Aftev taking title, the producer 1s Nabla for a1l storese argd other
charges.

Stornge Faynants

—=  In grder to prrvide the moducer marketing Jesdiility, OO0 will my
gtovecs from the PIR avallabilicy dete o tw loen liguddstion date,
not 0 excead § moptha.

—  Prcducers that liquidate faro-stored FOR lazns wlll be aligible to recalve
. & peymant equivalent b 7 wgrths stormye, Poyments will e msds on the dats
of reteipt of aymant in Xind and will reflect any wmeazned storzoe.




Gemaral Q & A's o the Oparation of the 1983 PIK Program

¥hat is a Pavmant-TnRind Proogwn?

The PIK program is deaignad to enootrage farmera o further raduce 1503 erop
acraagms of Wheat, oo, eorgium, plarnd cotton and rice fron the previcmsly
armounced wegrams,  In retien for participation in a PI¥ prograu, 2 producer
will receive an amourt of the comedity =s pmymert for reducin g plfmteai BOTRRGE,

vhy is a PIK Program Needed?

Tha amamced 1983 program(s) for vheat, com, somfuan rios ad astton were
designad to reduce axcass mipplies windch have been demressing fam prices.
Depprite the Department’'s begt effort to anmouncs effective programs, several
Eactora have come together o prevent the progrems fxom actwally reducirm
1943/34 ending etocks and the dowrwand pressure oo mrices ard iroemes that
farmers are now enparlencing. Same of the moat lnyortant faetore lrcalude:

A, large Gloitml Bupolieg. There wes record world productien of gradosy,
olTaeads, ard eotton in 1381/82, reoord world wrope of gradrm and
ollseeds sgadn in 1982/83. we et imate that oy €he end oF 1962/83
the United Statess will hold r.early 150 millden tone of arate stoaks,
roghly 60 percent of the world's carryower wnd mora grain thay wa
SEpOIL anmally.

B, ebal Racessiom. Demand has heen very weal, Worid uss of feed
graina, Walch Tad been growing at an average rete of 16 million metric
tons (mmt), each year over the past two decades, las rot irdressed aincs
1278/79; warld wheat congurption, which had heen increasiveg st an
average 10 mmt por year since 1960, haas been flat osires 1979/80,

C. SBtromg U.§. Dolliar, Tha valove oF tha U.B. dt‘_xllr;:,_;_ r=lative o 10 majar
currencies 18 at {ts highwst level sincs 1969, The increasing velus
of the dollar Yas arhally indreased the price of auar ceamncditias o
tarma of forelq currenciss desplie the decline In prices in U.S.
dollar terma.

D. Financial Pligit of raver Dmeorters. s Financdal podolemz of 4 nirber of
micklle incors countrlas, whilch represant a Bit‘mirlc;uT portion of the
foveign derard for U.S. farm products, have impmoted on cur export
potantinal.
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What arz the chiectives of the PR program?

= Reduca stockn wiille autting production, lessanirg the overheng on the
market in future yesra and ehancing oroepects for 8 mrket-led
recovery in fam prices.

= Madrtain spplieg in merketplace, showing the U.S. irtends to ke a
reliabla suppliar abroad.

— HMininize (OC loan forfeltures by vtiliedng comwdities under cutstanding
reqular loana for FIK ocypensatlon,

== To raduce Farmar-Coned Regarve (FOR) gtodam to wors danirablz lavels by
utdlizivey these stocks for PIX compensytion,

— To momote farm incoms while at the same time reducing coats o the
Federal Goverrvicart snd, thus, to U.8, tropeyers,

—— TO leggan storege space mobhlens,

Wiy not a larger patd dversiem peogram jnatesd of tha PIK?

A largsr paild diversion program would e more cagtly than the PIK precram,
and would rot acconplish the dbjective of sharply raluelng the FOF ard
goverrment Inventories. The PIX program is the moet cost-effsctive progrsm

for reduwting stocks, and getting the agriculture mector on the road o
TECCIVEY

When will farm operators e abla to slign wp In e program?

Bignup will Dsgin Jamary 24 and end March 11, 1983, The el of signup
for the previously armounced acreage reduction ard land Alversion programs
will he advanced to aleo end cn March 11, :

Why is the ending gigup date for tha provioualy wnouncsd programs Peing
changedly T

Wa read to have glgmr in the eoresge reduction and Iond Aiversicm

corplete Dafors the camty ASC comittess teglin 0 evaluate the bids recaived
under the whole bmgs FIK diversion. Eetting an sarly dste parmits preducers
to meke thelr farming plans ¢n « timely banis,

Does tha PIK program dnange any sspects of the previously amamod
progLanay

No. ALl provieions of the sareage raduction and land ddversion programs

as previcously anvamced wlll spply for farme that artlcipate in the
the PIK program,
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10

11

12

13

Yho iz eliglble o gerticipeta dn tha PIX procran?

Producsers on any form for wnlch an 1983 acresge teaa and yleld s been
establishad for vwheat, corm sand sorghum, rice, and uplard eotton uander
the pravicualy arcouanced Lrogra

How wern tha 1683 acreade tasss satablished?

The Graibus Budget Reconcdliation Aot of 1882 requires thal the Tanes for
vihest, feed graune, and rlce for 1983 e the mame as hoas eatablisred for
tha farm for 12682, sdjuated to mflect oo rotabions ard other factora tha
Bexcratary dstarmines ghould e axalieryd In Ssterminisg a fadr ard
equitshle Tage.

Ths uplamd cotton ecresga tesas for fanwe that parhicipetsd in tha 1582
cotton program ar reported garo planted acrsags will e the e g the
1962 pass. For cother cotton farea, the bese will e the average of tha
arbton ecreage on the fmrm in 1881 and 1982,

1f & farm is participating in tha progrem for a amedity, b the acresoe
sige 18 underplanted, what happens €0 the 1984 acresge hage?

The farm'zs 1984 mcresge Taze will rot be reduced due w wddar planting
in 1S3,

What are tha rereentages of the farm yleld vnder the 10-30 PIK dlversion?

vheat. in 95 parceat. Comm, gredn sovdhum, uplend cotton and rice ars all
B0 percent.

vamisﬁxsxﬁﬁa»at PIK sot &b 95 parcart of tha D yleld ville the PIK for
othar ocmcdities is set at VB0 porcait?

vhwat g the only fall-seeded crop eligible for FIK, Twae weoducsrs bava
alrsady incurrsd substantlal costs to plamt the cop, @i 18 rob geosrally
true for spring-seedsd aors, ¥hile sova vheat s spriog-seedsd, it wmld
be impractibla to have AUIferent porcenteges for fll and spriree-acedsi
wieat Bince Toth my e planted in the prs &rsa.

¥y vmra Parley md cats rot includsd in the PIX orogram?

The raletively low Farmer-Ownad Rasarve (FOR), regqilar loan and OCC mhocks
avzilabla for PIK would mwka an affective program fomgacticabhle. Qupenn
gatinmtes of acreage nder the amwznced program indloste thabt oal otocim
will bs nesr desired lsvels ard barley orly slightly doowe deslrable

levala. Beomime bDarley Brd oot kst price? oos rormally influsacsd Ty oo
prices, a glgnificamt reduction m anrn stocks widaer PTR ghould alen bmefin
oat end Tmrley rices,
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15

16

17

18

19

Z0

41

what must ke done to ewell in the BIK progren?

The fazm cperator will bo meqirsd to enrell the ferm ln the anceads
reduction {ARP) ard land diverslx mograeme ad algn & amtrsct with the
coanty ASCS office agreelng to reduce the xoras of the coops for rarves:
by the percant desived above the previously amnourwsed progrom.

Wiat can the farm oparator dion v under tha PIR peocream?

For PIX dlveralan, the furm operator may elon up & dlvert a part of the
erop Berasge fmse (any @mowrt that 1s ro lees that 10 percent or mors then

30 parcent. of tha arop acreage tase) or bld to &lvert the whole wrop ecreage
Base .

Txrea the famm cperator have o salem ap for 2Ah the 19*30 carosrt PIK
divaraion and tha whole bose Widy

No. The farm operator may algn up for althar crne oo noth,

Must the operator decide the arnount of PIK diverslon abt sl up?

Yo, tha oparator mast determine the ot which will becare part of the
PIK contract and will deterndpe the wesimun permitted planted scresge.

what Goes the hid owalst of wder the whols Fags PIK diveraieom?

Tha gparator offers to reduce the planted aarvease of the orop to zerv and
devote an acreags equal to tha acreaie hmse for the amp 0 epproved conesr-
vation usses. The operator bids ty specifying the pervent of the farm
program yizld per acre that s acceptable as cupensation for perticipatios.
1f eccepked, the bid mpplise on the total PIX screags &lverted.,

13 Hrera a dmtt oo vhat sy be Bla?

Tha opsarator swey hid amy ook, reseer, tha oourty ASC cvortittes wiil
not. sccapt ds that exeeded the poer soxre offfer rats for tha PIK divecsicnm.

Can the Wid e dhanged?

Any bid received ray bs danged or withdrasn by the cperator up to tha ard
of sigmgp,

How Goon the oodrabor maka a bidy

The operabor will Wid by caompleting the PIN corbract wddeh includes the wld
amarrt, Blde will ba sudmdtbed sa sealed Mds thodaxh Harch 11, 1533,



23

49

45

> 5 .-

what ia the reocadure for seceptdng hids?

In an cpen piblic reeting on arch 1B, tha county ASD Clarrities will opan all
bida end arrange ths blds feom the lesast parcentage of the effsctive yleld oo
the highagt. If the cmmty is authorlzed 4o scoept Mds, the bid with the
lowest percenitage will b2 accepted firet., Ties will be settled Ty taidoy

tha first M recsived in the oouty ASCS office (ty dete s time),

Is there a oounty 1hmdt on the acreage that can he scomsted under thw bis?

The mydber of whale Mees hids sooepded will dex an the level of algnup in
the 10-20 pezrcent PIK, the pupply-demend situetion for e=ch axarodley, oo
ditions in the local camundty, and cther relevant fsotors,  Fowever, in 1o
caea would the sreantt divertsd excead 50 percent of tha total base in the
caunty, OO0 resarves tha ridght to raject aoy or all hids,

When dees the conbract take affect for vhal: base DIHE

Contracts subinitted by the farm cperator $o fhe comty ASCS office by

Mardh 11 will takes affect vhan apceptsd by the comty ASC cammittes on
Marelr 18.

Woo most alam the contract?

The farm opacater 1a responasinle fivr suomitting dhe conkract; hewever,

all producars must gign by Haech 18, The county oomnittes rmy parwit a
later aigrature it hardaldp cases. R that time, the comtract bocrmes
final and binding on both Commedity Credit Corporatien (COC) and ihe produ-
cera.

Eg/ Will tenants and shareqroppers ke reotscied?

27

A contract will ret be secepred if it s kawen that a lardlord

Or oesrator ras not afforded the teranta or shaverrompers, if any, ths
oppertunity to particimte. fMhis includss reducing the mabar of temants
or gherascrorpara in anticdpaticn of or because of meticipescion in e
progiram. (This is the s protection offered undar tha acremge reduction
and land ddversion programs. )

Wnat will the coerzbor sores to in the oouthract?

For the PIK diveraicon, the operator meat limdt the f£inal sorvesads to an
agresd upxl amamt and davots an aligible acresge epml 6o the PT¥ acreage
0 cormarvaticm uaeg.

For an accepted whole Imse PIK bid, tha cperator mogt agree o reduce the

acrae of tha crop for harvast to zars and W devoiae the required aligibhle
arreage to conservation wes,
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28 what will hapoen if tha farm does rot comply or fadld oo omely fully with
temme ang cooditicns of the contrecty i ‘

The normal fallire to fully comply provisions will epply.

a) Producers who attengerad {n good falth to oouply with the cortrect within
allowabla tolarances will mot he affecied.

b) Preducars who attenpted to ermply with the omtreet In good 2ith Wt
axnesd the tolermmee will have progeam beneflte reduced proporticrataly.,

¢) Por viclated amiracts, moducere vho did rot sttewt In good falth %o
oamply will be dexlared insligible fiwr PIK proyran manafits for the orop.
gsuch producers will also be rajuired to pay liguddated dumages.

29 Can an cperstor offer or bid cnly ona Tase or ramt all basss e considered?

Cross compliance will rot apply and esch base will stard oa itas o with e
exception, Besas for corn and grain sorghun are coblned to afford producers
sfditional flexibility and thay nust e consllered in total. Tha aame offar
and Wd vate will spply to both Mesas,

30 Can an cperator offer ar Hid aly the Wmee oo ong farm ox moat all ferus
cperated e anaidered?

Offsetting covpllance will not =pply. Each fammn will ke coneldered
irdividually,

31 what happens 4 a farm changs recuiring A reccrgtitution oeevrs aftar a PIX
atract s Hled?

A g&gmg_m_gm:, £ tha reconstitution do effectlve for tha awrent wear,
cotracts will be cancelled for the peremt favm{s) and the cperator

will b glven an coportimity to esvoll in the PIK progrsu on the resulting
farm(a) .

B After alomm: Tha reconatdtution will rot b= effective for the qurrent
year Zor any crop for vhich a PIK cowbrect is in effwch,

32 what acreage will be aligible to e designated as oonsarvation use screage
urdee PIK?

The curremt requiremsnts for the acreage raductlon program congervation ves
acreage will apply except for aurmer fallow moducern. The FIK program
tas tha producer for the comedity that woald have been producad
in 1883; tharvefors, o achleve the netessary reduction in production, smoer
| fallow moducers mt designats lard that waild normlly ta deveted W the
production of mmll grain or row cups in 1933,
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33/ Cau the coneervabicnm uvee acreagu b grazed ar harvestad?

Tha acreage em ba grazed ardcept &ring the six princlpal growirg moatha,
Thig G~mrzith parded Tetwaan Pebruary 28 theooudgh Cotobor 31 will be deter-
minad by the local ASC camnittes. rtachanical harvesating of any crop will pe
prohidited, There are exceptisng to these rules fir wimtsr shest plantad
prior toh tha srmouncesssrt of the FIK program,

39/ What about the wheat preducers that have alveady plantsd thair 1983 aes?

Thesa producers who participata dn PIK mevt aleo Mmit thelr soresqu fir
bharvest; towever, to te s &d epdtable, they will ke permbtted to

graze the sorengs or to cut the screage for hay. 5o that a araln orop s

not produesd, tha acreage must be abstantially destroyed by the deadline
egtabtished for the courty. (This i3 the smwe condition ap was mrmitted in
1982 for wheat due tn the late anrowmcsmart of thw 1682 program,. ) In addition,
1f epproved by the State ASC comittes with cancrrrence of the State
Compervationlet for the foll Conservaticon Bervice, the shubble mery e eligible

COVHED »

35 Specifically, how much awservation use murasge (COA) i requivad udar
differert sttoxtions?

Tha raquired CUA screage for a farm with a 100 ame hmase for eadh camedlty
will e xa folloasa:

Yarticipates in the additional PIK dlverelon
at 30% of Tawe with matimon planted

I Total Planied
Cammodity Permitted Ao, ARP Pd. TV, PIK Total & CUA
Corn/ Borgham £0 &.3 10.0 30.0  46.3 6.3
Wneat 50 9.4 5.0 30.0 4.9 34,4
Cortton 50 12.5 3.3 1 .0 45.8 95.8
Rice 50 9.4 5.0 30.0 4.4 84.4

1/ raid divarsicno is optlonal up to 6,67 pervent of planted acres.

Participates in whole Baze Bid thass of FIK

Caamoddty Parmjttad Ac. ARE Pd.Div. Cmgz_h: Total
Corn/sorghm 0 0 10.0 0.0 100.0
Vot 0 0 5.0 25,0 100.0
Gotten 0 0 02/ 1000 100.0
Rice 0 0 5.0 ¥5.0 100.0

2/ Cotton id dlversicen is tased o plantad meimage.
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wnat atout producers that have already scomrted alvurs Saficiercy op
dlveraicn payments?

In cases werw the producer dlverts all of the bass o aubrtancdaliy
reducss mianted scrsage, a3 refund may he reqaodred.  This will e datennined
vhen final myments azre oanited. Ko intarast charges wald 1y an

any refimds for PIX participation; howsver, refunde tot rredle ff?hin

30 days from the request will be subiect o late paywent charges.

What is the methnd of coweneatiom wder the FIR program?

Tha produser will Tmve the rlght to recaiva bushels or pounds of 3 gpecific
camedity—tha axmedity far Which ecreage was Slusrbed. Hoewvey, GO
reservas tha vidght to abatitite, o a bushal fior laethal tagis, coen or
grain sorghim.

When will e PIK commdities be made avallable?

The FIR avallability date will he Getermined srd wrmoimced by tim Becrstary
for each prodeticn ares maed o the romml harvest for ¢he coop in the

tIeRl .

How 1s tha amourt Sempoted?

By multiplying the egtablished parcemtags (offer o bld rate) timss the farm
program yleld, timess the scres diverted Bom production of the oren wder
the PIK program,

Is the PIK conpensation subdect to the pmvment 1idtatiem?

N

Fow doss the FIK program imcect agribuslocessa?

Tha limit on tha aromnt of orop zctwage base in 2 comwmty that can be
withdrawn £rom producticn ia ivtanded o minimizs sdverse offocts. Cne of
the obectives of the program le to boprove tha farm eccxmy benefiting all
agrituginess In the lory run from an effective progrem,

Are the 10-30 percent PIK diversionm and the whols basze M tha enly ways .
a producer an recelve FIR oogensstion?

No. Under the provicusly amomesd ecreage reducticn ard lad Mversicm
programs, there 13 a 350,000 limitatiom cn total 190 paymsta to a

- Producers siose payments are reduced becauge of the lJdmizetion
mey request & pwoporticoal reduction in dhelr twotal conservation vea
acreags requliremsert, Uoder the PIK program, these producers will m ahla
to frege this reductica for spocial PIK coppemssticn IF the fam la
participating in tha PIK progrem for the cop, The cogammatlon is 50
parcertt of the farm's program ylald for the epplicable comnodity times ha
congarvation usa amreage that would teve been reduced for that orow.,
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B e thas PFIK be racslyed?

1. Prodawers with artetanding OO0 lowss (requiisr =nd ROR) met ellow 000
o uwwe loan mllataral for the PIK paveeed.,

2, Producars with mo cutstanding OOC loana way receive tha PIR wy
acgiring the commdity fram an spproved wardcase,

Can a produoer deslsnats n ooecifio alass of & comodity for PIX purpoesas?

N, Tha PIK will ke in temme of Fo. 1 whoat, o, 2 aam, ea.
‘fﬁmcana;:&fod\mxtmaivaﬂmpm

PIK mat be recalved durlng the S-ronth perdsd beginning on the 2R
availability dnte,

If a prochiess hag & COC ppice gupooet Loan dnws the producar bava & peke
the loan collatersl avallablis o XX07

Ganerally yes, 1 tha lcan on the aplicahls comeadlty {8 ootstarding

on March 11, Hosever, this Soss vt mpply 12 the autatarsiing lcam wae
obtained Hom swother awmby o applicwtion for FOR was applied oy aftar
Jantary 11,

Will & coton or rlce producer who 1a sn active mepber of & merketing
cooparative = requlyed to recelve tha PUA tlwcuch the ceorerativa that hes

an outstanding loan for the commedicy?

Yes, unless tha producsr has an individual Joan on tha ssoe oomeditvy
through the ounty office. whant snd fsed grain producsrs will not
recalve PIK through texyperativea. '

What will the ootton or riow co-ops do with tha PIR?

The co-op must parmit OXC to use the loan collateral for POX paoposss. OO0
will provide the co-op with the quantlty of the PIX that exceeds the co-cps
outstanding price supoort lomns. '

If a yrofucer's remular o réeerve loan wea cotadned on graln tha prodigor
acxalired epd saatituted for aligible orain, west the Toen o liowddated
aveyn thanof 1t 1s gtored In stee Obhar counmy?

Yea. If the loan wes cdetainad in the couty where the PIR is izwued,
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Can a PIX participant redeso » OCC loan throwh mommal repayment movielons?

Producers with loans acretanding as of Maroh 11 nay st redesm or
forfalt loan quanmtitics that would result in a covstac@ing loan smeamt leas
than the PIK,

gince a PIK parcicimnt cannot forfelt a loan afbar mMacch 11, W pave tha
storage witll the PIK 1s received?

XL will @y storage fom loan mturity wp 0 5 months $ollowing beginning
of PIK avallabpility,

1 Form COC~B13, Relesse of Warehouse Recelpta and Badmrptlon Agresmant
for eotton 1z on file 1n the churty office, must the groducer meke the
cotton avallabla to QCC7

No. The producer has gold nis equlty in the ooktom. The ayer hag egresd
to redesm the ootica nd COC is obligeted not 4o permlt medamptlion v anyone
ather than the hyer.

What are the dhwrges an 8 lcan equidabed to meke tha curaedity avallesble

to CUC?

¢ will fully conpensate the producwr fivr interest o handling charges
ageeseed on the quantity «hich the moducer musbt maka svallsbls to GO0,

How will OC deterndne the asotity of the loan comedity a producer
must make avalleble ho COX7

Quantities must e mda avallsble on & bughel five behal or pound for pound
bagis mless tha loan wag made an g grade o gmllty different from the tmes

grade or quality used to detexudne the PIK. In that cuss tha quantity ia
adjusted to reflect that Afference,

Bow will the cuantity be adijustsd?

Apsume a producer has gvallanle a FIR of 1060 wehels of Yo. 2 comn. The
producer’ s warehouse~atored loan wag wede o 18%~orop Ho, 3 corn dhat had
15.% percent moleturer a test welght Of 32 poarnds; and backen kerrals ard
foreign material of 4 peroent, The loan rate of §2.55 was reduced by 4
centa bto §2.51 beoaugs of the discoumte. Tha bage loan reta was 1.018 of
the dipcounted loan rate {2,955 divided oy 2,31 = 1,016 rousded to 3 dscdrenl

placen). Tha 1000 buzhal PIK of FO. 2 coim wWill epaald 1,016 bushels of the
dprouted corn. (1000 bushals 2 1.016).

Wro 1s reeponsible for storege on the PIK comroddty?

OX2 will pay storage for w to 9 months aftar PIK avellmoiiicy perliod

The producer will te msoongihle Hor gtorage and vm’einwae hargad
follwiw:_; the avallability mericd or earlier if the moducer takss tltls
to the comodity before the end of the avallabliity paricd,
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57 What gtorege mmte will G pay PIK participants?

59

Gl

62

Storage reyinents for regular leen o FCR ghall be lessd st the followiog
Tated;

Coymodity Anrual Fata Daily Rate

mtf Cbm $'265 bul 3,03072'5 b\).
Borgtan $.4732 owt. #,001206 owt.

Rice 7.85 owt. $.002329 owk,
Cotton {The rmtzr grecified in the scheddule of

rates for the agrplicable CSA werehpuss

)

where the cotton is atored).

Storage poyrents for O0C dnvertory oomncdities shall be pld to te
warehouss Iy O0C at the warshouse's UGBA, URER, or CER rats.

vwnat herpens %0 storage sarndngs on FUR loara that will be Uioddated?

Producers will coobinua to earn FOR atarage wtil the loan s Ugquidarsd

or Zor & raximm of 5 nepths, A prodwsr with a fatm gtored POR loen will
recoive an additicmal 7 mxdhe storece reyment lsss any meamed stors
baglnning with the PIK avallability date. ALl producars will ba vequired o
refund any unearngd stomage.

Will produosers who meet ligquidate faomstorsd FOR leera receivs any additional

cnalderation?

Yes, producers will emm an additicnal myment eguel o 7 morrths storage.

Why &0 farmegtored POR participants receive additional conaldavstion?

Same producers bullt farm storege structurss to stors the FOR grain, To
require early ligquidstien of the FOR lean may cuse flrancial ha=dsnip
unlass sars adiitional aasistarcs is gramted,

¥hy not sseigt werdhcuse-stored FOR particdmrda?

Producars With wardhouse-gtared loang have not vestad in storege Seelifitdss,
They will comtinus to sarn storege throogh the date of liguidation, nct to
excend 5 mopthe. The producer will recalve a refurd frem the werdhcusamen
for wmged storage,

If after using the PIN tha produecer hag 8 protlel bin of grain ar 3 mreial
warenouse recelst remining, can the Dalancow s fortelied or Cellvared?

If the proeducsr mast Mgouidyta the loan on 75 parcent of the geablty repre-
sarted in an individwel Wn ar warehouse reesipt for FIK porposea, the
balance of the bin or receipt, ot to excsed 5,000 Mrhels (o S agdve-
lent maber of rounds) of the comedity, may be mld o G
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Can producera remay the balance of a warehouse recelpt or Win?

The talance an 8 regular loan cem b repeid.  Howerrar, e balance cn a R
lean cannot be repeid without peralty unlzss it 38 & meture lcen.

Will pooducers ortirise to ba parmitted to place grain in FOR?

Yexs, since thay were assured of the option as a condltion for program
partlcipation. Howsver, the final dete for reserve @riry will e the
commexdity's applicable #inal leen aveliability dats (mm 31 for wheat
and May 31 for corn and edrginm).

Will all FOR grain be uzed for BIK?

Mo, oily grain in POR or with PR application on fle cn or bafore
Jamwmry 11 will be aligibla 4o e uwed for PIX.

In canea whare cotton moducere have more than ore orep year prodction
under Toan, will they have a choles of which crop yesr lodn o Iigtdnata?

No. Whlle grain producers will have tha cholcs of which crop year lran o
ligddate, cxrttm producers mpt liqoddata the oldest ¢rop year leen, IF
tha oldast crop yser production is wader ssverml loams, tha hr:aesiba gl iy

cheoma the applicable loan. Cnee the lcan ia selected, the beles will be

liquidatad in tha crder thay appear cn tha cotton werehcuse recaipr lsting
form (OO0 Cotton A-1).

For ootteon, the PIK will be egiwesasd n poansds whilch In most cuses will
ot correspond to wnolke mles. How will ¥his be reaolved?

A cotton producsr wlll yecadw the AUl bale.

The current astton proman provigions provids s set-off for oobton
regearch and prometicn. Simce procdhaetion voder thig PZK proorsm ray ba
subetantlally re::w;:&sﬂ, what effect, if any, will ¢us have o ow research
and promotlon fund?

Thamwillbamaﬂmraahmctmthamﬁxarﬂprmmﬂmﬁuﬂ, 2y
cottan recatved urdar ths PIK will e miviest 0 the rezearch and
prosotion fea. The sot-off will nede by the florwt buyer vhan
producear markats the FIK cotton.
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Can a FIK recinlert vho ib provided the comodity by OO0 (not o of 209 or
Tom) be guerartssd avallsbilicy Bt the varebtousa of nis or har cholos?

No, altreaxgh the producar will, during sigmp, irdicata s pr.ef‘em,zi approved
wardhouse delivery polit in the meduweer's coanty o in & edjecent coscy.

If OO0 ls uneble to pmrovide the ayamdity b the producer's rreferred
WATAROURE, WAEIG WLLL e ormodlty ba daliveced?

O will use the the Hllowing order of preference in sslecting apocoved
TOUuBES t

1. -In p:cﬁnmgr’a G, crnartty
3. In mesarest housa Y Ling" o subterminal o farmdnsd,

what % loma W1l a sroducer have with comrdlior dssined foon OO0 with

Producers mry Feep the oxomdity or deposs of the cymodity in any marmer,

How will tha werehoume ks ohio twa OO0 coamaefitdies oordog, boed how
mRlcn?

BEncn producer will recalva a Tlstbter of emtitlemsat". The vareiouszaman

will receiva a oz of the profucer's lebber.,  Warshoassmen will
alego recelve cpen ] arders from OO ldsting totsl quantliiies to

o mwada avmilanbla,

If » producer slacta o withdraw the PIX from werehouse gtoracs, is thy
prochucer ragponaible for loedoan, chnarges?

et

Bear will B warabouss Yo relrnurwsd Ty O for storoge estosd oi FIK
conmxlltles?

Tha werehousersn will mivde an involes to OO0 along with a copy of
profucar ‘s letter of entltlament to recelive the gpliebla cwrags paymmnt,

What Wil ' dme © reduce the nedet lrpact cumed o tha relessa of FOR,
Icem, and (XL imnventory to oze the FIX?

Comteditiss will ba released to producers afesr the PIR avallabllity date.
Tha southern areas whare harvest commrs fost will recaive the PIK antltlse—
mart Moet, Additiomal areses will recwlve PIX grtiblensots as Torvast ror-
mally progressas. It showdd be roted dhat less of a comoxdtivy will ba

Tha fnmpaot 1s fHorther mindndzead C agreaing o storage aoota for
morthe 1f the producer holds thelgm coanred ity wff %‘iﬁ it o
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We (riarstand the FOIC lg offering en dmcantiva by PI¥ progrom perticimants.
Vi

FOIC wants to ehcoursge frogrem participamts to cowtinue thelr insuranss
coveraga and this 1s & woy to attract rew producers vo the progrem,

Bow does tha FUIC irncentive wrk?

rarticipating in the PIK program &t & level at leazt L0% tat leas than

208 increases the yleld quarantee by 8% pavtisipstirg betwesn 20% but less
than 30% will result in a guarartes incressze of B3y perticipeting at the
maximan of 30% will increage the yield? guarantee by 10%.

Hew does an insured Samer becope eligible for ths yield mprantes increase?

No setion will he requived b the program partiofpent. ALl polinizs wiil be
issuad at gtandend rates myl coversges. In tha sveot of loss, ths
producer's policy guarartes will be adjusted according to his warified ASCS
recards of mrtdocipation in FIK.

Will thers e extra cost to the peoducar for the increase] quarantes?

No, the prentiun mate par zere wlll e the =mm as with thw standard coversgs.

How can FCIC offer thesa higher yiald quurantees without a cgrresconding
increass in premin rates?

These yield coversge increases reccgnize the provebdlity of increased par
acre yields an the remaining acreags of rwogram mprticipanta, The harvested
acreags in expacted to exceod the svermge producticm portantlal of the arire
farm. FCIC anticipates more timaly operations and incveasal dinpts per
acre on the reduced acreage plartad. FIC can affer thesa hidhar quaran-
tess withoal a aorresponddng rise in pramivom rebtes beoauss the ridk of losa
ia reduced.

Will §CIC mocaot revised sareags reports oo jnsured winher woeat destroyed
ta camwply with PII?

Yas, urtil March 11. Tha PIK particizant must {denclfy the srrmegs o ba
destroyed am an ASCS mep attached o the revigad soreans reEpord, N premdum
will be charged for destroysd adreagy Whdch is timaly reported, Proeducers
pulitting bids for wnola farm participstion may submit a 2eID acrasge
report vinirh 18 conditional yeem accsprancs of thedr bid by ASCS.
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any extension beyond March 11 weald docowsss FOIC's rle of loas witheat
offgatting premlum ircrane to unscoeptable levels, e of tha nRjor causey
of winter vheat lows is winterddll vhich cenror e ssseased mbil the areg
emerges frag the dormant gtage in early spriog, The risk of sxcssa moisame
and flood lows Incrwanes as time pmases., Frea jngurance sxwerags on

destroyed acresge wntil March 11 Bheald be an additlomal Incertiva & mr-
ticipste in PIK.

83 How will winter wheat mrohucers he informed of the proper procadure for
revising thelr acremse reportss

FCIC will mend n lettar of motification to esch fnsured moducar of wintar

whaat gtating exactly how to reviae Boreige rvports and the dsedline o
doing .

84 Fow can the mroducet chtsdn adtitional information?

Farmasa will be abla to get Ayl dsrails on the PIK program fram thalr leeml
ASCH oiflca by the time the PIK signgp Paina e January 24, In the meooe
time, farmers can mll a toll-froa mobsr BOO/368-5M2 (o grt mrmwers o
their questiona. Thie nuher will open for calls from 8 Bt wnkdd 8 pam,,
BT, bagiming Jammry 12,
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