VOLUME 19, NUMBER 6, WHOLE NUMBER 223 MY 2

:| NSIDE

*  Resovigthefuwre
dfampoioy. Seyear
famblsgned

Sadandfaies AAALA
members are irvied to submit
aissbthe ke Peaseir
doeapisddediasandey
saowihtheaioe Toaxad
dp=n o et pease no-

iy the Edior o your proposed
ate

—|~n FuTure

|SSUES

. Ponsoio case
update

Ninth Circuit r uestretf actor ing
agr eements do not perse br each
PACAr ust

The Ninth Circuit Court of Appeals has rued that factoring agreements do not per
sebreachthetrustareatedbythe Perishable Agricuiiural Commodiies A (PACA).

Boulder Fuit Express & Heger Organic Farm Sales v. Tiansportation Facionng,

|\ 251F3d1268,1271-72(9hCr. 2000), @ty 122S.C 1077002
reieding the st benelicaries dam thet fadoing agreemenis per se breach the

PACA trust because they contemplate a discounted sale of trust recelvabes, the

coutopnedthet acommertialyreasorablesaledfacoountiorianvalueisentiely
conssientwith the tustee’'s primary duty under PACA. .. o mainiain trust asseis

20 tet ey ae Tedy aveiEbe 1 saidy ousandng dolgeions © saas o

perisheble commocities.” Id 1271 (quoing 7 CFR 84646(d)1). Thus whie

Mtfembeasetwsruocrmawlyreasmaﬂa Sed  alZri7s
The PACA, 7 USC. §8 4992499, regulates the marketing, shipping, and
haendingdfipeishebleagriouiural commodiiesiopoedtheneressdisglas of
the commodiies subect o the Adt In part, Congress creaied PACA o proect
gonersdfreshiuitandvegetablesfrombuyerswhoare unabletopay therrdebits.
Id, &120dg SnaGones incv.Fsher 104302802820 Cr. 1997);
Farey & Calfee, Inc. v. USDA , 941 F2d 964, 966 (9 Cr. 1991)).
Among the protedions the PACA provides o unpaid selers is the areation of a
floating, nonsegregated statuinry trust that extends to commodiies, the producs
deived fom them, and 1o the recehvables and proceeds of the sale of these
commodiies and products. S 7 USC. § 499%(c). The PACA tust requires
perishable commodity commission merchants, dealers, and brokers, asthe trustees
ofthe PACAUSt o had recevables or proceedsintrustioral unpaid commodiy
shsuritesepespedinil Bouder A X1 Fda12/0@ing7
USC.849(c)2). Thoughthistust the seers afte commodiies marniaina
right o recover against the purchasars supetior o al aediors, induding seaured
(050054 Bouber ALk 251 F3d at 1270 (quaiing Erdoo Poaes, Inc. v. GIT
Groupfradonig, I, 67 F.3d 1063, 1067 (2d Cr. 1995)).

Continued on page 2

“Business Manager Agreement’ betw een
bank and pr  oduce dealer f ound to
voaieP ACAr ust

a commercial bank, acting pursuant to a “Business Manager Agreement” between
tand a produce buyer, vidaied a trust created under the Perishable AgricuitLial
Commodiies At (PACA), 7 US.C. 88499499, forthe beneft of unpeid sellers of
poduce.  OveronDistibuiarsine. v. Heage Bank; 179F.Supp.2d 818 (M.D. Tenn.
2002).Inessence, thecourtocondudedithattheagreementddnotprovideiorthesae
dftheproducebuyer'sacounisrecevablieastpupartediodo. Inseed igavethe
bankasecuity inerestinthe acoounis. The courtalso conduded thetthe bankdd
natacopiethe acoounisrecehvable as abonafide purchaserbecause kdd natghve
valeforthemandithed noice thetthetr ranseriothe barkwas abreach ofthe
PACA tust Sed .a883FH

The produce buyer, Qually Foods of Tennessee, Inc,, hed a hsiory of fnancal

Continued on page 2

MAY 2002 AGRICULTURAL LAW UPDATE 1



FACTORING AGREEMENT®&ONTINUED FROM PAGE 1

‘Fadoing’ 5 ‘the commerdal prac-
saing them ata dsoourt” I d a12r1
@ Biadk’s Law Dictionary (e
1999). Ao’ satid patywho
pays a company a reduced amourt, ob-
tanng the right 1 adked on aooounis
nary 48485 (fh ed 1999). The fador
“assumes the ik of delay in adledion
andbssonthe acoounis recehveble” Id
at485. The ‘laciorage’ s the amount of
compensalion a facior aoledts for his
SEES o.

Boulder Fuit grew fresh fuit and
vegetables and sod them on aedt
Ceriied Organics, afiutand vegetable
whoesaker. Boubker Fui BlFda
1280, These sakes were subedt o the
PACA. Cetiied Ogancs resad  the fiuis
and vegeiables it received from Boulder
Fut, aeaiing acoounss recalvable ex-
pessy st Dte s
dg7USC. 849002, 7CFR 8§
4646).Certied Orgarnics, nanatiempt
o generate cash, then sold the acoounts
receivable 0 Transporiaion Facioring

Id 1270
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Inc
Sed al1269. WhenCertfiedOrganics
faled O repay Boulder Fuk, Boulder
Fut sued Transfac and Capital  Resource
Funding, a factoring company who had
introduced Transfac 1o Certied Orgart
is

Boulder Fruit contended, among other
daims, that the factoring arangement
betweenCertiied Organicsand Transfac
wes a per se hreach of the PACA tust
Thedistictoourthowever,

maryjudgmentinfavorofboth Transfac

and Capital, holding that because
Transfacpaidmorefortheaccountsthan
what they were warth, the fadtoring ar-

rangementdd notvickie the rust Sxe

id a1z,

his de noo eiew d te detit
oouts judgment, the Ninth Crouk pre-
mised is analyss on the gpication of
gered g pingges, g tet these
pingpes govemed in the absence of a
direct confict between them and the
PACA.I d a127 dg Sunkist ,104
F3d at 282). Under these prindpes,
noed te cout abeach a5 “a

astiusiee he ones the beneicary” .

1271 (quoting Restatement (Second) of
Trusis§ 201 (1989). The coutako do-
senved that the PACA regulations re-
qure the tusiee o maniain the tust
assasnahﬂr\erﬂasﬂwssasae

4 . Quig 7

CFR §46460)1). Fraly, te cout
noted that the PACA regulations pro-
Hat te ‘tspein o et asses”
whch s defined 0 mean “any adt or
Auebatwhithood ek inte
dverson of trust assets o which coud
prejudice orimperr the abily ofunped
s, sdrs, o agers © e
money owed in connection with produce
tarsados” b .(Quig7CFR §
4646e)2)

Based on these princpkes, the Ninth
ment that factoring agreements were a
per se breach ofthe PACA trustbecause

‘perpetuation of uniquidated commer-

calpeaper; thePACAdoesnatprohbita

trustee from generating cash through

te s o emEdEs o . @os ark
ted). Inseed, noied the cout snce the

tustee has the duty to maintain the

sl retusess b die

cehvables attherfar marketvalue may

be pudent In aher words, be(ase [

PACA godl of paying growers for ther
poduds.  Sed

s o et assas cold i sone it
Siances viote the PACA st Forex
ampe, sainganaccountior pennieson
thedolar’mightbreachthe PACAILS,

whie seing atustat a “commercaly
reasonable raie” would not I d @y
EAmata, Inc. v. Platinum Funding
Corp ., 887 FSupp. 590, 593 (SDNL.
19%)). Acoodng o the ocout, the et

that some factoring arrangements might
contemplate commercially unreasonable

ngagreemeniswereapersevioationof
the PACA trust Seil a2
Having conduded thet fadioing ar-

rangements were not per se breaches of
thePACAuSt thecourtiumedioBouk

der Ruts conention thet the agree-
ment between Transfac and Certified
Organics breached the PACA trust be-
cause Translacddnatpayface valuefor
theacoouns. Sed a 122 h gy
this conertion, the coutt agreed wih
Transfac's posiion thet the factoring

arrangement was commercially reason-

PACA trust funds are non-segregated
foatingtrustiundsthatcoudhavebeen
appied o the payment of perishabe
commodities producers other than Bouk
derRuwihouvosingthetiust Id
a 1272 (ding 7 USC.849%9e(0).
—Jefiey A Feiick Gractiate
Felow; Netioral Cerer for Agiok
twral Law Research and Information,
Universily of Akanisas Sahool of Law

This materal 5 based upon work sup-
JportedbythelU.S. DepartmentafAgiak

BMACont. from p.2

diioies Tompoe & faos Qo
ity entered into a Business Manager
Agreement (‘BMA")with Heritage Bank,
iis pincipal lender. Under the BMA,
Heritage administered and managed
Quality's accounts. The BMA also a+
lowed Qualitytoobtainadvancesagainst
thefacevale ofthe acoounis recehvable

thet t presenied o Hertege. These ac-

counts were purportedly purchased by

Cont, onp.3
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Farm Bill/Cont. from p.7

A<, tee B a devdoping efotin te

Senate to cut the maximum level of pay-

mens that  producers  can receve under te
newfam bl.  OnJdune 5h, Senators Chudk
Grassey (R1A), Mike Enzi (RWY), and
ChuckHagel(R-NB),introducedanamend-

Second, the dought  siuation n te West
is promping several westem senators

seek disasier asssiance for herr produc-

ers. When President Bushwamed that he
winofavoranynewagricuiurefundng,

induding disaster aid, Senator Conrad
Bumns(RMT)recentyuveleda$1.2bk-

hes completed s revison of aunent do-

eleds astog commimet © avady o
nieresisrangingfromconsenvaiontoen:

ey produdion. The parameters of is
implementation continuetobe defined.

mentiothefiscalyear 2002 suppemental In dsasr asssane  popesd  tet woud
spendnghithatwouldreducetheoveral ot fudng fom te consavaion, trade, 1S S BB S 13, 10h CGrges @)
payment  limitation by loneing  the amount nuiriion, forestry, andural development 2Teamt spEn b e d B85 pr hdd
of drect decoupled paymernts thet a pro- programs in the new fam bl Such a vessd ddibradyh chinthel96fantill tocopat
ducercanreceveandpladngacaponthe measurecouldappearasanamendmentto st fr te &t tet Db polms wee rd emr
ue d et oiices h addn Sew the supplemental appropriaions bl cur- rpAVITAye s Braseterenvmbdpo
tors Grassley and Byron Dorgan (D-ND) rentlypendinginthe Serete. \os dseed pool s vih det cem i ay
haveatsosiaiedhetheywiyioatiach mes te obee tneed te bn 2 D abd
such a dange o the annual agriculiure Conclusion osbd b len e v te o Bs O de
gpproprietorstl Aller saverd years of efiot, Cogess amods
BMA/Cont. from page 2
Heritage and became Heritage's assets. ases fom Quely n beach o te tust— those assats and thus entied O 1elain
Quality and its onners, however, re- the cout found thet the funds held by them Whiebonafdepurchasersoftrust
mained igble for the repayment of the Hertaoe were tusis assais. The paries asesaemtikebetustberef
advances i the proceeds fom the ac- had agreed thet about ninely percent of aaties, bora ok pudnes sais e
oount recevables were insuficent Quellys busness nvoled the sae o quies e gvig of vele for the tust
coverthefundsadvanced. Seetl A1 produce covered by the PACA, and the threi i
29. Notwithstanding this amangement, oourt conduded thet Heriage hed faied oftustnorknowing paricpationinany
Quelity subsequenty defaulted on its D powe tet the assats recaved fom b tasadn nedn b te g
loans and ceased i Quillynpaymentforsenicesortiouch Seil agn
Overton Distrbutors, Inc, a produce QualiysiquidationwerenatPACATUst ThecourtcondudedithatbecauseHer-
whoesgler, brought this adion © re- ass  Sed a3 tege dd not assume any risk of loss
ocover approximately $220,000 from the Tuming o the question of whether underthe BMAthadnotgivenvaluefor
Heritage Bank. Overton aleged thatthe Hetiage hed receved these assefs in the acoounis recevable. The court akso
sums it sought represented PACA trust breach df the trust, the court conduded condudedithatHertagehadnaiiceofthe
assets in the form of Quially's acoouns that the BMA between Heritage and breach of trust. Hetitage was deemed o
receivablesandtherprooeedsthatHer- Qually consliuted a breach of tust have constudive ndice dfthe exsience
tage had acquired under the BMA. The court found that the BMA crested a dfaPACAtusthecauseafederalStatLie
Overon pramised isdaim onis asser- relaionship that was more analogous to ceated the tust Ao, Hertege wes
tionthatthe PACAhadcreatedatiustin albenarinedioedihentoapudrese aware that it was dealing with a PACA
isvorasanunpadseleraiproduced of acoounts receivable under a facoing lcensee andthat Quiaity wasexperienc-
Qualty, and that Hertage Barks re- arangement In the couts view, the inginanceldiioulies eswesievesied
ogpt of the funds wes in breech of the evidence showed thet Heritage consid- by Quaity's frequently overdranwn ac-
L85 Seil a8324 ered the BMA was bath a senvice ar- court. The court further reasoned thet
Under the PACA, a statutory trust in rangementwhereby Heritage essentially even if Hetisge wes not anere of the
favor of unpad sdlers alses when a providedbookkeepingsenvicesandaline PACA &s it daimed, i hed the duly o
perishable agricuiural commodity com- of aeck The btier povided Heriage inquire, under the Siandard of areason-
misson merchant, broker, or degler re- wih a proft gegier then the senice ably prudent lender, whether s aus
celves perishable agricultral commodk- dage Sced .a8820 tomer was a PACA trustee and whether
fies. The frust exiends o the commodr Under the BMA, Heritage had loaned the trust hed been breached. The court
fies, products derved fromthe commodk money to Qualty based on Quality's ac- opned that a reasonably prudent bus-
fies, recevables, and proceeds flom the oouts  recevables. These accounis,  which nessmanwould have naticed the explict
sakedihecommodiesortherproduds. werePACAtustassets, werethentrans- PACAlanguageinOverton'sinvoicesand
Se 7USC.849(C)1). Sdersseedg fered 0 Helitege. Hertege received wouidhavecondudedthatitwasdesing
10 beneit fiom the trust must afme: payments from Quality's customers and wihfustasses. Sxil a84Ab. For
ey pesanve ther righis, eher by applied them against the loan balance. thesereasors, the coutrued thetHer
sendngnaiicetothe buyerwihinthiy Qually, honever, reiained the sk of fage wes nat entied 10 the boma e
daysaferpaymentisdueortyinduding nonpaymernt, foritremained indebied i purchaser defense. Seid  a8h
certain statutory language on procuce Heriageforthecashadvancesuntithey —FEduardo Gabriel Arana, Graduate
naes See OvertonDistibuiors, 179F were repaid. Thus, the court reasoned, Felow; Natioral Center for Agio-
Supp2d at 825. Selers who presenve Hetiage dd nat actaly purchese the tural Law Research and Information,
ther Lt s have a daim o te aooouris recehvebe. Insieed, tonly ac- University of Arkansas Schodl of Law
tustassestetsapaioriothedam quredasecuiynierestinteacoouns
ofthe secured lenders ofthe commission recelveble andthsinerestwesinirior This materal 5 based upon work syp-
merchart;, broker, or degler. Seed . otherighisoithe PACAiustbenefcia- portedbythelU.S DepartmentofAgnok
Inanearerader, the couthed cont esintscassOvan Seerl A89 ture, under Agreement No. 59-8201-9-
duded that Overton had presenved is Having conduded thet Heritage re- 115 Anygainons, findings condlsors,
fights as a PACA trust beneficary by cehed tust assels through a seauiy or recommendations expressed in this
wag the “nvaice method” b .a8s inerest in the acoouns recelvelle, the publcaionarethosedfiheauthorandao
26. Tuning © the centrd issUe pre- oourt addressed and relected Heviage's anecessalekdtevienateUS
sented—whether Heritage receivedtrust daimthetivesabonafidepurcheserof Department of Agricuitire.
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Resolving the futur e ampolic ysy eaf
By Anne Hazlett
On May 13th, President Bush signed into aopyears. naddion the newlawghves
law HR. 2646, “The Farm Security and jproducers an gption © receive Up o 50
Rural Investment Act of 2002." Replacing percentofthe direct paymentin advance.
the1996FeedomtoFamiawthelegisia- Pub.L.No. 101171, 81103(d)2). Spedi-
fonwlgovemfederatrmpalcyforthe caly, procuoers may et o receie the
et sx yeas. h bigg resdiion b te money in any month during the period
furecfamprograms thenewfambol running from December 1 of the calendar
aeaies an imporarnt safety net thet Wl yearbeforethe calendaryearnwhichthe
provide counter-cydical paymenis o pro- cop is havested through the month in
gram crop producers when prices are in whichthe directpaymentwould atherwise
dedre haddin tarersasgf bemade. Id
cat nease N resoucss  for  consavaion, Astomarkeiingloans, thenewfambl
trade, nutiion, il development, re- ooninuesthe curentmearketingloanpro-
search, and energy programs. gamatinoeased benraiesforal cgs
saridesioh exceptsoybeans. 2 As pat of the compro-
te mgr posos o te cofeene  agee mise between the House and Senate farm
met t des  ageds o te newfam ks the conference agreediohigherloen
relaing to commodity suppart, consenve: ratesinaopyears 2002and 2003, Pub. L
tion, tradke, nurion, rural development, No.101-171,81202(). Incopyears 2004
reseach, enargy and vesiodk issues. |t through 2007, loan rates wil decrease
ten dsasses sawed foos tet W Qo sighiywhietargetpricesundertnenew
emimplementation ofthe newlaw. oouniercydical pogan Wl  ieese Pl
LNo0.101-171,§1202().
Highlights of the new farm bil Secion 1202() legisiaies the folowing
Commodity programs forwheat, cotton, loanratesforaopyears2002and2003(1)
e bedgas alakeads wheat, $280 per e, @ on $198 per
Thenewfamblreauthorizeshohthe bushel, ) sorghum, $198 perbushel (@)
cunent fixechate payments, which are bedey $L88petLehel (B)oais SLBper
decoupled from production, and the mar- bushel, (6)uplandaation $052perpound,
keingloenprovsions Mostsgricart, (7) extra long siagde oolion, $07977 per
t aso adds a couniergydicd program, pound, (8) rice, $6.50 per hundredweght,
modeled after the ad target price sysiem ©) soybeans, $500 per bushel, and (10)
thet was abandoned by Congress in 1996, © minorolseeds, $0.096 per pound.
provide budgeted support when markets Sedion 1202) legiskes the folowing
aredepressed. lben raes for aop yeas 2004 twough 2007
Sedion 1103 ofthe new law dreds the (Owhest 2 75perbushel (Qoom L%
Seaetaty of Agicuire (Seaeiary) perbushel (3)sorghum, $1.95 perbushe),
make direct  decoupled  payments o produc- @batey $135perbushe B)oeis $L33
ers of covered commodities in an amount per bushd, (6) upand aotion, $052 per
equa o the product of the payment raie, poud, (/) eda bng sgpe ooion, F07O77
thepaymentacres, andthepaymentyield. per pourd, () 1ice, $650 per hundredk
thenewiamm wegh,©)soybeans $600perbusheland
H ihoessss te e o te ded  payment (10)minorolseeds, $0.093 per pound.
fromthe 2002 Agricuiture Market Trans- Fely, te rewfam b bigs an addk
tion Act(‘AMTAY) paymentlevel. Inaddr tonalfacetiotheexsingcommodty po-
fon, t poides ded paymens D sobean gramthatwll make counter-cycdical pay-
andatheralseed producers. menswheneverthe ‘efledive price'fora
Sedion 1103() legskies the fdloning covered commodily is less than an estab-
peymert raes. (1) wheat $052 per bushe, Ehediargetpioe Sedion1104(b)deines
(@) com, $028 per bushd, (3) soghum, te efede  pice as anamout eqdA D te
0B pr bsd @ baky, 9024 pr bed sumdi(Dhehgherdirenaionelaver-
(5)08ts 004 perbushel 6 upbndoct: agemarketpriceduringthe12-monthmar-
1on,$00667 perpound, (7) ice, $2:35 per keting yeer for the commodity or the ne-
hundredweight, (8) soybeans, $044 per tiordl averace lben raie, and () the pay-
bushel, and (9) atherolseeds, F00080per mert rate for direct decoupled payments
pound. for the commodity. The payment rate for
Wihrespedtiothetimingofdrectpay- countercydcd paymens s equd b the
ments, §1103(d) requiresthe Secetary o diferencebetneentheiargetpiceandine
make payments to producers as soon as efiedive price forthe commodiy. Pub. L
pradicable forthe 2002 aopyearand ot No. 101-171, § 1104(d). The payment amount

beforeOciober Liorthe2003through2007

AmeHazettsanassocaiecoursangh
the House Agricuture Commitee i Wash
ingon, DC.

s ten the podud o the paymet e, te
payment aces, and the payment yeld.  Pub.
LNo.101-171,81104@).

Sedion 1104(C)1) egebies the o
g target prices for aop years 2002 and
2003 ()wheat $386perbushel (9 oom,
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am bil signed

$260 per bushel, (3) sorghum, $254 per

buere, @) baky, $221 per lushel ©)

oais, $140 per bushel, (6) upland aotion,

07240 per pound, (7) e,  $1050 per hun
dednegt, @ sobeans, $H80 per bushe,
and(9)minorolseeds, $0.0980perpound.

Sedion 1104C)Q) legebies the o
g Bgt pies for agp yeas 2004 trough
2007(Lwhest $32perbushel Q)oom,
$263 per bushel, (3) soghum, $257 per
buere, @) baky, $224 per ushel ©)
oais, 144 per bushel, (6) upland aotion,
$07240 per poud, (7) rioe, $1050 per huv
dednegt, @ sobeans $680 per bushe
and(9)minorolseeds, $0.1010perpound.

Wih respect o the timing of couner-
odd  paymens, te newfam bl deds
the Secretarytomakepaymentsassoonas
pracicable afler the end of the 124month
marketing year for a covered commodity.
PUbLN0.101-171,81104() 1) Honever,
thelawalsoalonsforpartelpaymenisio
bemadeinadvance.Pub.LLN0.101-171,8§

11046

To cany out these components of the
commodty program, the new fam bil
makes several changes in programimple-
meniation. At thelawalonsproducers
0 update therr bese aores. Secion 1101
gves produicers an opion 10 retain ther
current AMTA base acres and add oiseed
aoes n almied mane, o © upkie bese
ages using ther acres planted and pre-
vented planted to all covered commodiies
during the 1998 through 2001 cropyears.

Second, te newfam bl gves producers
anopportunity to updste payment yields.

Section 1102 provides that producerswho
eedtioupckiehaseaaesotheaeragedt
their 1998 through 2001 plantings may

cydical payments only. There, a producer

may update payment yields using 70 per-

cent of te dference betveen curet  AMTA
yeds adafl  yed updse based on 1998
through 2001 yields, ar 935 percertafhis
1998through 2001 yields.

Lasty, the law makes adustmens o the
cuert  payment  imiations ries.  The new
fam bl imposes a$6500 Imt  onte new
countercydical paymens. Pub. L No. 101-
171, 8 1608 kreduces e imt on loen
deficency payments and marketing loan
gans fom $150000 o $75000.
tion, it adopis an adused goss ncome
cap which s el or paricer
ton n fam pogams. Pub. L No. 101171,
§ 1604 The law reduces the toidl doler
imitaion from $460,000 to $360000. It
alsoaegtesacommissoniostudythe po-
tions on farm income, land values, ural
communiies, agrbusinessinfrastrudiLie,
plnting dedsions of affeced producers,
andthe supply and prices of covered com+
modies,  gedaly aops ad oher agiodk

Id h ad



tural commodiiies. Pub. L No. 101171, 8
1605.

Cormmodity programs for peantits, dairy,
Sugaradiuisandvegeiables
Inadjmbﬁerraorpogamdqs

groners, the law terminates the market

guoa program and compensates quota  hold-
estrtebssdthequoaval passetat

01 per poud per yer fr e yeas P
L No. 101171, § 1309. In addiion, the
measure establishes a marketing loan for
peanut producers at 365 per ton. Pub. L
No.101-171,81307 kabsoaediesadiedt
decoupled payment of $36 per ton and a
couner-cydcal pogan wih ataget pie
of $496 per fon. Pub. L No. 101-171, &8
1303,1304.

Seoond, for the dairy industry, the new
fm bl legebies amdiord day malket
lss pogam tet W opee for tree ad
a half years. The program Wil provice a
monthlymarketlosspaymenttoproducers

thetisenetindSpercertofhedierence
between $1694 and the Boston Class |
price Pub.LN0.101-171,81502 Inacdk
fon, te bBw ededs te mk pice  suppot
program through 2007 at $9.90 per hun-
dredweight Pub.LN0.101-171,8150L k
abso reauthorizes the Dairy Expart Incen-
tive Program through 2007. Pub. L. No.
101-171,81508 Fraly, henewfambl
continues the Auid Mik Processors Pro-
moation and Education Program and pro-
vides authority fora Dairy Promationand
Rescach Progam tat Wl endbe the Daiy
Boad © assess impotes of daly  producs
inthesamemannerasdomesticproducers.
Pub.L.N.101-171,881505,1506.

Third, for sugar producers, the law
strengthens domestic sugar production by
lowering Commodity Credit Corporation
neest r@es onpice sypot bans ad by
eliminating marketing assessments on
s Pub L No 100171, § 1401 Furher,
treesEbishes the ronetaostfedilie of
the program by athorizing apayment-in-
kind program. Id Therewfamblakso
dmaies  te oeocat ben foktue per+
ay adrmeques te Seoday © esash
marketing allotments for domestically
goansugar. Pub.L.No.101-171,81403.

Fourth, forfiutandvegetabegoners,
thelawreainsthe curentprohioiionon
plantingfruitsandvegetablesoncommod-
iy progam acres. Pub. L No. 101171, §
1106. ko asssis producers wih trade
promoiion by increasing funding for the
MarketAccessProgramandcreatingaspe-
aaliedmicd asssancefundioheh e
calyaopgonersovercomeexpartbant-
ers. Pub. L No. 101-171, §8 3103, 3205.
Futher, the new fam bl aestes add

tioneldomesiicopportuniieshyalocaiing
$200 miion annually for the purchase of
suplusiiuisandvegeiables esabishing

a oneyear piot program o make fresh
fuisand vegeiables avalable nerty-

fvesthoosnfoursiaies and g $15
miionperyearforaSenoFamersMar-

ket Program, which provides vouchers to
senors 1 purdhese fresh fulis and veg-
eiables at famers markets. Pub. L No.
101-171,8810603,4305,4402.

Conservation

Tikldtheneniamiginoesseste
federal nvestment in sol and weter con-
Sservation programs by nearly 80 percent.
These resources wil provide fammers and
ranchers with more options to implement
consavation pradices on ther land. In
addtion, producers Wl have grester ac-
cessiedmicdasssance.

The law reauthorizes the Conservation
Reserve Program (‘CRP") through 2007,
with an increase in the maximum enrol-
ment cap ffom 364 10 302 milon acres.
Pub. L No. 101171, § 2101 (8 1231). In
aciion, t modies sowed polOs Qo+
emning program administration. At the
law extends program elighilly o lbnds
where envolment would resut in a net
savings of ground or suface weter o the
agiouiLrEloperaion Id Seoordichi
festabrdiratiscureniyenedin
the CRP s egie for reendiment. Id
Third, the newfarm bl refains consarve:
fonprioiy areasbutrequiresthe Seae-
tarytbcondudtanemaling thetwden
Sureababnoecfoonsavaionineressin
d esn  wee gely, adwde helr
tetihthecontadsanerded Id Fouht
permits managed harvesting and grazing,
indudingthemanagedharvestingofbiom-
s fr ey, aswd as te nsdHn o
wind turbines on CRP land where such

adiyisoonssenwittheconsarvaion
ofsa weterqually andwidie hebiet
PubLNo.101-171,82101(81232). FHth,
thelawreauthorizesthewetandplotpro-
gram through 2007 and expands enrol-
met o one mion  ages wih  partigpation
byalsaiesPubl No101-171,82101(8
1231)
Astothe Environmental Qualty Incen-
tives Program (EQIP), the newfambil
poies  for moe ten a sxod eese N
funding. Resources for this program are
inaeased from $200 milion annualy
$SL3dioninfscalyear2007.PLb L No.
101-171,82701(§1241) Ofthismoney, 60
percentdtelindngisabocaedivhe-
siok producers. Pub. L No. 101171, §
2301 (8 1240B). I addion © these re-
souces, the new fam bl also provides
$600 milon for costshare and incentive
payments to conserve ground and surface
weier. Of this amourt, $60 miion is set
aside to assist producers in the Kiamath
Basn Pub L No 101171, §2301 (8 1240)
Wih respect © adminstation of the
EQP, the law makes saverd  dhanges. A,
tremovesthe cunentprohbiononpro-
ducerswith more than 1,000 animal units
doanng oostsae assdane b oonsiud
ond, the law shartens the length of EQIP

contracts. Whereas curert law provides
forarange dfive o en years, an EQP
otad n te newh mayrenge n engh

fromtenyearsdonwntoatermthatisecual

o the period begnning on the date on
ing ore year e d pradioes under e
contract have been implemented. Pub. L.
No. 101-171, § 2301 (§ 1240B). Thid, the

the laweliminates the curent geographic
priority areaswiththe thoughtthat EQIP
appicationsshouidbeanardedtoaddress
priotyssues suchasarandweierouak
iy, nat patoder geogepic regos. . Pl
L No.101-171,§2301 (§1240C). Hih t
ments in an amount that wil encourage
producers to perform muliple land man-
agement practices. Pub. L No. 101-171, 8§
201 8 124B. h sodog t dons geder
soniicance © be gven 10 pracices thet
species and air quality management. Id
St thelwrequiresproducersiomple-
ment a comprehensive nutrient manage-
mentplanaspartoftherEQIPpanwhere
appicable. Pub. L. No. 101-171, 82301 (8
1240C). Fraly, it rewties the payment
imiaiions povsons 0 impose a $450000
it oetele dote amid megades
of the number of conrads entered iNo.
Pub.LNo.101-171,§2301 (§ 1240G).
Thenewfambilreauthorizesthe \Wet-
landsReserveProgramthrough2007.Pub.
L No 101171, 8201 t a0 hoessss te
aret emet cp o 105 min aes
02275mionaces PubLN0.101-171,
§2202
The law reauthorizes both the Widlie
Habitat Incentives Program (\WWHIP”)and
theFarmlandProtectionProgram(FPP").
Inthe WHIP, thefambl provides overa
enod  noeese n udg  fom $25 mib
no$mominoverteledteld
Pb. L No 101171, §2701 § 1241).
FPP, thelawincreasesthe funding nearly
twenty-oldfiom$s34miionto$ossmi-
lim /d Thenewfambilalsomakesagi-
adud erdtetaoniains hsoic arar
chedogcal resoures elghe forthe FPP.
Pub.L.No0.101-171,82503.
Inadcitiontoexisingprograms thelaw
cedes tree newpogars AY, b esab
ishes a Grassands Resenve Progam which
wlemdinomionagesdhvignand
improvedgrassbnointenfiteen ineny,
andthity-year renial agreementsaswel
as thity-year and permanent easements.
PubLN0.101-171,§2401(§1238N). This
programisfundedat$254miion. Pub.L
No.101-171,82701(81241).
Second, the new fam bl creetes the
Conservation Security Program (‘CSP").
PrimaryanincentveprogramtheCSPis
intendeditorewardproducersforadopting,
mantaining, and increasing the vl of

For te

Cont.on p.7
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FARM BILLCont. from page 5

oonsevaion  pdoss adoped onther farm
orranch. The CSP estabishes three tiers

of practices under which producers may

ener ino fveto enyear contrads and

receive paymentsofupto$45,000depend-

ing on the lavd of consavation berelis

acheved fom te padice adoped Pub L
No.101-171, 82001 (88 1233A, 1233C).

Thid te bw poides $0 mion for a
new program designed t help consenve
desatierminaliskes Pub LN0.101-171,

§2507. Importantly, thismoney cannatbe
usediopudheseoreasevaerighs. Id

Beyond these measures, the new fam
hl aso dffers proclucers protedion fom
the release of coniidental informaiion by
theSecretary. Pub.LN0.101-171,82004.
Spediicaly, the law amends the Freedom
of Information Act o proiect infomation
thatisprovidedbyaproducertotheSeae-
taryina.consatvation program aswel as
nomaion tat s popigay D apaic
petingoperaiion. /d Thisamendmentwil
mt aed  te aeabdly o payment nio-
maton, induding  the names and addresses
of payment reciients or the amounis re-
ad Id

Trade

Tiellofthenewlrmblmakessub-
sanve  investments  in programs  designed
erance of foegn  malkes for Unied Setes
agrioutralprooudss increesesfunding
for the Market Access Program from $90

mionperyeapos00mioniniscal
years 2006and2007. Pub. L. No. 101-171,
§3103. This program promotes  value-aoded

theForeignMarketDevelopmentCoopera-
forProgramfrom&27 5Smillonperyeario
$345miion Pub.LLN0.101-171,83105.
tekodredsthe Seaeiaryiopbceacot

tnued emphasson the importance of ex-

Thsfoodadpogramprowjesouﬂrmd-

fiesto developing counties and emerging

democages onaediems oronagant

bess. Inso dong, tieeds hungry peope

whie at the same time helping domestic

producers by removing surplus commodi-

ties fom the market The new fam bil

inoeases e program's  transportation and

administration caps soastomaximize op-

portuniies to ship more commoadities and

hel more people. Pub. L No. 101-171, §

3106. It also sets a minimum tonnage of

commodiiesavaiablefortheprogram. Id
Further, the law reautharizes the Food

for Peace Program (Pub. L. No. 480) and

makesimprovementsintheprogramrelat-

ing © the trangportation, shippng and
gping courtries. Pub. L No. 101171, &8
3011, 3012. It increases the minimum
amountofoornmoditiestobepurchasedfor
the program and reauthorizes funds for
stodqaing and distioution of prepedc
aped food. Pub. L No. 101-171, §8 3004,
3008. It akso reauinonizes the famero-
famer progam wih an addiional focus on
Afiican and Cariboean countries. Pub. L
No.101-171,83014.

Lasty, the newfarm bl provides $100
milion annually for the McGovemDole
Intemational Food for Educaton  and Chid
Nutriion Program. Pub. L. No. 101-171,8
3107. This program provides food foredu-
calionprogramshioregnoountiesioim:
provefoodsecuily;reduicetheinadencecf
hunger, and improwve lieracy as wel as
primaryeducation. /d t &0 poiks fod
for nutiion programs senving pregnarnt
denuderive. Id

Nutiton

TieNVdihewspends4bionon
nutiion programs. Withthese resources,
thenewlamblmaniainsaaiicalink
and makes important structural improve-
ments 1 the food stamp program. As o
commodity programs, the law adds $40
milion per year o the Emergency Food
AssistanceProgram.Pub.LN0.101-171,8
4204. This program provides food o food
banks and soup kitthens across the courr
try. The newfam bl aso inceases the

schod  lunch  program,
Commodity Supplemental Food Program.
Pub. L. No. 101171, 884125, 4126, 4201.

Frely, trequiresthe Seaetary bmake

granis avalbbe © saies b pudhese b-
calyproduced foods for schod uinch and
breakfastprograms.Pub.LLN0.101-171,§

4308.

Wihrespectothefoodstampprogram,
the new fam Hl inoeeses te e of
asse D reedy amiess h seed was
A, the lw inaeases the sandard de-
dudion 836 percertdfeachyearspov
ay giches  Pb L No 101171, §4103
Seoond, i permis saies © povce e
monthsoftansiionatioodsiamphbeneiis
olamieswhoceaseibecsVecashasss:
tanceas patofwelare. Pub. L. No. 101-
171,84115.Thid thenewfamblrein+
Sates beneiiis for legal immigrants who
havelvedintheUnied Saesforatieest
eyears Pub.LN0.101-171,8440L I
adin it eoes beels o Bgd i
gant chiden and disabed indviduials
without imposing a minimum residency
requirement. Id

Bayod noeasy e el o asssance
thelawalsosimpliiesthefoodstamppro-
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gam Spedicaly, tredLinesseerepot

ing requiremens, alons saies o fieeze

deducionsuntithe nextdetemminationof

food sampelgaly, gesgars ek

gk eniies © smplfy the food sanp
sysemalonssiaesioexd.dedidsup-

pat paymets,  Splies the defniions o
incomeandresources,extendstherequire-
mentforunmatchedfederalfundinginem-
ploymentandtrainingprograms, andsim-

pdes te ue d auly donae Rb L
No. 101-171, 88 4100, 4106, 4116, 4101,
4102,4107,4121,4104.

Rural development
Tile V1 of the new farm bl commis
sgniicantresourcestoruralocommuniies
forseverd developmentefots. A, e
law indudes $1(Drrion br loans  and loan

Pub.L.No0.101-171,86103.
Seoord tpovides$80mionforural
resdensnundersenvedareasioganac-
s b bad #EN seios Pb L No
101-171,86404.
Thid, the new fam bl inceases the
funding for value-added market
mert gans  fom $15 mion  © $40 miion
per year through 2007. It also broadens
particpetion n te pogam by deing  te
elghily sandards so producer gous
can recelve gant funds. Pub. L No. 101-
171,8640L
Fouth, the law increases the current
loen i for the business and industy
lending program from $25 milion t $40
miion Pub.L.N0.101-:171,86017.
Hihjalbcaies$H100mioniobeused
toprovide planningandinnovationgrants
tooariiedregonalinvestmentboarsun-
der the Rural Strategic Investment Pro-
gramPub._N0.101-171,86030(85385F,
3850).
Sixth, the new farm bl provides $280
milon N guaraniess for rural business
investment companies to provide equity
nvesmenisforbusnessesnuralaress.
Pub.L.No.101-171,86029.
Seenh, te Bw dons for O mion  n
gansoranuaieighiersandemer
gency personnel and o improve training
fadiies PUbLNo.101-171,86405.
Ladly, i provides $360 milon o fund
pending applications for water and waste

disposal sysemgrants and loans. Pub. L
No.101-171,86031.

Research

Tie M o te bBw edecs te ighe
for Future Agricuture and Food Systems
beyondiscurentsunsetdateof2003and
incrementaly increases its funding fom
$120miionperyearto$200milionannur
ay. P L No 101171, §726 Qesed n
1997, thismeasureisdesignedtopromote
onthe-ground solutions for producersand

consumess n ariical e areas such as



and natural resources management.

Energy
Trerewfam H 5 te ¢  pee o suh
Iegsbion b conen a e fie de-
votedtoenergy. Theprimarycomponentof
ts e B &4 min dewed D onine

theexisingBoenergyProgiamduigs
calyears2003through2006. Thisprogram

makes payments to bioenergy producers
whopurchaseagriculturalcommoditiesfor

the pupose of expanding production of

biodesal and fuel grade ehandl. Pub. L
No.101-171,89010.

In addiion o the Bioenergy Program,
te Bw colais  saed powsos  desged
pastameshohinterdeaspo-
ducersofrenewableenergyandconsumers
o eey. AY t adoizes te Seceay
0 meke gans  assst boeineies in
demonstrating the commercial viabiity of
newandemergingprocessesforconverting
bomasstofuels, chemicalsandenergy.

Second, the new farm hil provides $1
millon each year n fiscd years 2003
through 2007 1o cany out a new competi-
tvegrantprogramiforthe pupose ofedu
as wel as pudc, about the bereis of
biodesel Pub.L.No.101-171,89004.

Third, the law ceaes a new requirement
for federd agendes o gve peleren2 D
sonasondudesavolniarybiobesedbr
beliing program. The law provides $1 mi-
Ioneachyearnfiscalyears2003through
2007 otesthichasedproduds. Pub L No.

101-171,89002

Fourth,thenewfambllauthorizesthe
Secetaybmakegansbassstenties
in conducing energy audis that provide
farmers and ranchers with recommenda-
ftors onhowb impowe enegy eficency n
ther gperaions. Pub. L No, 101171, §

9005,
Fh t podes $Bmin  exh yer in

rua smal busnesses in pudnesing re-
newable energy systems and making en-
ergy eficency improvements. Pub. L No.
101-171,89006.

Sixthhenewfamblreauihorizesthe
Biomass Research and Development Pro-
gramthroughtfiscalyear2007. Pub.L.No.
101-171,89008 Ihsodong, ipovides$

Amion

each year for fiscal years 2003 through

207 Id

Ousce the enery tike, the w ako

reflects commitment to renewable energy

n seed povsos. Sedion 6013 expands
the Secretary'sexsingauthoritytomake
loansandloanguaranteesforthe pupose

of encouraging the development and con-

struction of wind energy systems and
anaerobicdigesters. Sedtion 6401 expands

the deintion o avaleadded agicuuE
product under the Value-Added Agricuk
turalMarketDevelopmentGrantProgram
inamannerthatwllenablethe Secretary
fooonsdergantgaplcaions forpraeds

foousing onrenewabe energy. Ladlly, the

new fam bil amends the Conservation

Reseve Progam o alow for wind turbines
andmanagedharvestingofbiomassonCRP
bndsPubl_N0.101-171,82101(81232).

Livesiodk

Thenewlamblbenefisivestodkpro-
ducershanumberdfweys A thebl
consoideies . e vaious  animal heath  po-
grams into a new “Animal Health Protec-
inAd’'naderoiggsneding
laws, daiy areas of uncertainty, anden-
hance the Seaetary's ally o cany ot
the mission of the Animal Plant Health
Inspection Senvice, ThsmeasLrewipro-
tedproducershyenabingtheSeaetaryto
dedl  expediously wih animd dseese  ouk
breals tat tresen te economic visbily
o anmal agiouiure. |t desgnaies the
Department  of Agricuiture (USDA) as the
leadfederalagencyinrespondingiopesis
and dseese i hesiok, pouty,  and aquec
ulure. P L No 101171, §1040°. k ako
indudes hegened oM and aimid pen
aiesionviosionsofhemessure Pub L
No.101-171,810414.

Seoond, the law sgnificantly ncreases
thefundingforthe Environmental Quialty
Incenives Progam Wth 60 peroent  of this

kions. Pub. L No. 101171, 88 2701 8

1241),2301 (§12408).

Thid, the new am Hl dariies thet
Mestock  and pouty producers  can dsouss
the terms of a produdion conract wih a
Bhd o e apw, B aby, b
accourntant, execuive or manager, land-
lord, orimmediate famiy member. Pub. L.
No.101-171,810503.

Lasly, t provides SiatLiory proiecion
under the Packers and Stockyards Act to
Pub.L.No.101-171,810502.

Miscelaneous
the
newfam bl also containstwoimportant
misoskneous provisons. A, the law
requres  te Secelmy O impement  a cour

fy o ogn by pogam o med, &h
andpeanuis.Pub.L

No.101-171,810816. Suchaprogramwil

begn wih guddhes fo vouay  bbdig
issued by Septermber 30,2002. Pub.L. No.

101171, 810816 € 284 &k wl ten become
mandaiory in o years. Id Under the
terms ofthe law, a commodity may notbe

bbded asalned Saes podud wkess
is produced and processed in the Unieed

Saies. Pub. L No 101171, §10816 & 282
Commodiies used for ingredients in pro-
cessedprodudsareexemptiomthelabe
ingrecuirement Id

Second, the new farm bl exends the
family farm bankruptcy provisions under
Chapier120fthebankruptcycodethrough
December31,2002.Pub.L.No.101-171,§
10814.

Implementation of the new farm bill

She te newfam bl wes sgned by the
Presidentnearlyonemonthago,USDAhas
begunthe tedous, but aiicd, process of
implementing the lawv. Agricuifure Secre-
taryAnnVenemanhasassembledanimple-
mentation team to coordinate the depart-
mentaleffotandexpedieapprovalofnew
ceremony, USDA unveled a farm bil
webste (- hitp/iww.usda.goviiambil

indexhtml) to communicate with produc-

ersandthe publicaboutthe newlaw. The
Farm Senvice Agency hes also sentletiers
10 producars thet desaroe the sgniicant
programchangesandidentify information
thet wi be needed 0 enrd in the new
programs.

In impemening  the newfam bil,
feosssaverdiomdebeddleges A,
the lawv Wl require USDA field siaff o
make inticate determinations such as base

USDA

attemptingtoimplementthemeasurewith
a soniicanty reduoed  workforce.
4th briefing to Congressional siaf, USDA
dficaks saied tet te dgatmet B goer
atingwith 20000 feweremployeesthanit

had during implementation of the 1996

fam bl Randy Cook, presdert of the

National Associaion of Farm Service

Agency County Employees, described this
scenariotoaWashingtoncoumnistinthe

folowing manner: “We have just added

10000 noe aoes o aoped b te famis
operation, and we only have a fourfow
plane—andneedesstosaythereisco+

siderable rain in the forecast” Jim
Weismeyer,"WashingtonAgenda:Congress

In Recess’, May 28, 2002, hiip/
www.agweb.com. On  June 7th, Secreary
Veneman announced the authorization to

hire an addiional 1,000 employees o aid

county ofices in implementing the new
law.Inaddition,USDAmayseekresources

for  addiional employees N a suppemental
Congressonal  appropriation o te reguar
appropriations process. Fnally, whie
USDAismplementingthenewfambil it

5 do daged wh canying out te dauk
g sk o homeed sealy ast mbes ©

of te newfam bl maybe
further shaped by two addtional faciors.
Continuedonp. 3
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