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The Honorable Ann M. Veneman
Secretary of Agriculture
200-A Jamie L. Whitten Building: )
Washington, D.C. 20250 OCT 1 2 2004
Dear Secretary Veneman:

We are writing to provids comments on the interim final rule (IFR) for the Conservation
Security Program (CSP) issued in the Federal Register on Juns 21, 2004. We apprecizte that
USDA conducted the first CSP sign up and commend the Natural Resource Conservation Service
(NRCS) staff for their hard work, However, it ia clear from the sign up that the IFR contains
significent inadequacies. The following changes are critleal to carry out the CSP as cnacted in

" the Farm Security and Rural Investment Act of 2002 (farm bill).

As we noted when we submitted comments on the proposed rule in & letter dated March
2, 2004, it remains essential that these regulations feithfully carry out CSP as it was signed mto
law by President Bush as part of the farm Bill. The proposed rule had many serious flaws, as
pointed ot in the 14,000-plus comment letters. Unfortunately, these comments were largely
jgnored and the TFR aot only retains most of these flaws, but compounds the problem by
ipcluding additional restrictions. The firet sigo up, which resulted in uneven enrollment and
payrnents across watersheds, revealed many of these problems. Degpite the difficulties with the
sign up and disappointment with the IFR, CSP is still widely supported by ggricultural pmducers,
comservatiomists, cnvironmentalists and the public across Arperica because of its potentisl for
agricultare and the enviropment.

Agricultural producers provide s with much more then the food on our table; they also
are entrusted with critical wildlife habitet, clean air and water, sources for renewable energy and
recreational areas. Agricultural conservation palicy needs to move beyond merely correcting
problems and toward valuing conservation and cavironmental benefits ag if they were also
products of farms and ranches. ‘Encouraging and supporting voluntary conservation efforts by
producers on a wide scale lessens the pressure for environmental rogulation of agricultural
operations, which can reduce the financial burden on producars while sill providing the
important protections all Americans demand. Producers should be rewarded for voluntarily
providing consetvation benefits - - and CSP is the only federal agricultural program designed to
do that,
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The poteatisl environmental, wildlife, and economic benefits that come fom CSP far
oatweigh the costs of 2 fully implemented nafion-wide program es the farm bill provided, As
was evident from the first sign up, many of these potential benefits will be lost if the existing IFR
znd sign-up procedures are not greatly improved because agricultural producess will pot de able
ta participaie fully and effectively in CSF. As ope Tows producer noted, the rules and sign up
only served to "frusirate the best, and alienate the cect” Since the IFR is 8o similat to the
proposed suls, we are attaching our letter of March 2, 2004. Most of those comments TeMAin
trus for the IFR 2nd should be considered part of this letter.

. In our letter of August 2, 2004, we requested 8 45-day extznsion to fhe comment period
on the TFR which was initially scheduled to close on September 20, While NRCS did provide an
extension mntil October 5, it ia clear that critical infortnation about the Arst sign up is mot yet

available and will not be available until after the mid~-October CSP mesting among NRCS staff.
Therafore, we believe NRCS must provide all interested parties with an additions! opportunity 10
cormment once complete information on the sign up is compiled and made available. Extending
the copament period to allow for the best-informod comments and suggestions would not prevent

apmonncing d conducting the next CSP agn up o0 time.

Aswe pointed out in our letter of March 2, 2004, the proposed rule, and now the IFR,
rested on the basio agsumptions that, (1)CSPise “capped emtitlement” progrem in which
spending mey not excesd $3.773 billion over the 2003-13 fiscal yoars, (2) that NRCS would be
overwhelmed unless the eligibility snd payments were severely limited and, (3) that even & very
<rnall incentive or reward will cause producers 1o respond by enrolling in CSP and making
substantial conservation efforts.

The final rule must now be modified to conform to the provisions of the 2004
Copsolidated Appropriations Act, which for fiscal 2005 apd subsequent ywars Fesiorss CSP 1o the
form in which it was enacted in the farm bill Accordingly, the final role must be written to
allow NRCS to cary sut CSP without ennnel or overall arbitrary fimding limits.

Available data show the IFR was far oo restrictive and exclucionary, and that enrollment
and environmental benefits suffered. Despite promises to enroll 3,000 to 5,000 participants
dnring this first sign up, and despite overwhelming toterest, NRCS only errolled 2,180
produoers. Moreover, in order to utilize even the $41 rmillion provided for CSP in fiscel 2004,
USDA hed to provide future paymenis in advance. This clearly indicates that USDA wesit too

faz in limifing enrollment and payments 2 an artificial means of discouraging participation.

Clearly, in drafting the IFR, USDA relicd on exaggerated numbers of potential CSP
applicants and fears of providing too much financial assistance for conservation to produeers as
justification for reducing payments and Limiting eligibility- As we know now, these actiops led
1o nnder-enrollment - and resorting to advence peyments. AS we saw in the first sign up, mavy
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eligible producers did not participate because the payments were simply too low.

Tiis critical that the final rule i5 written to carry out CSP withaut set gpending limits - and
sllows for an sltemnative plan for the program only if CSP fimding is later capped. Withowus this
fimdsrnentel change in approach, we will lose the potential for epormons environmental znd
wildlife benefits. USDA must also sbandon the assurpption thet producers will participate for
ininimal financie] reward - 8 fact proven untrue in the first sign up-

The eligibility requirements in the [FR severely resirict participation znd are far more
restrictive than the resource conservation requirements in the statute. Nor can they be justified
by the spending lLimit for fiscal 2004. ' ‘

A. Whatershed Restricted Eligibility: CSP is a program designed to be open 10 all
qualifying agricutiural producers in ¢ll regions of the country. While we recogrize that there was
& cap on program cost for fiscal 2004, limiting the first sign up to only 18 watersheds out of a
posaible 21 19 in the nation kept the vast majority of tbe nation's producers from even applying
and competing to enroll. In some watersheds, as fow as three percent of the farmers were
allowed to enroll. At thatsate, it will take far too long befor= most producers will even have the
opportunity to participate in CSP, As aresult, many producers who did not have the fortune to
}ve in one of the chosen watersheds felt discouraged and left out. The watershed limitation also
obvionsly denies conservation benefits in exchaded watersheds.

T is st{ll very unclear how the watersheds will be selected under the IFR, and the first
sign up did pot allay our oncern that the watershed approach may be arbitrary and fail maxjmize
environmentz] benefits bY exclnding some omvi pmentally-sensidve &reas jnsular, IEUSDA
ingists on using the watershed approach, We strongly mrge you to make the procsss mors

transparent.

The roteting watershed approach, In which a producer who misses out muat weit a8 long
as eight years 1o be able to apply ageinis dampening enthusiasm for a program that wes designed
to Toach producers actoss the nation. Further, this isolating and insular approach concenfrales
information about CSP in the designated watersheds instead of distributing it across the enfire
nation. As e result, with each sign up the watershed approach will require educating producers in
the new selected wetersheds each year. Even with & watershed spproach, we stronely urge you to
have USDA reach ot to zll producets now = they are aware of CSP requirements and can best
prepare to enroll when they do have the chance, '

In. this first sign up, the watershed approach created seversl serious problems - most likely
in a scheme to limit participation. Tn the Blue Barth watershed, the sign up &nd enrollment,
which covered producers in both Jowe and Minnesota, Was fraught with problems that were only

pa4
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partially sesolved by the end of the sign up. Primarily, producers in Iowa and Mimmesota are
subject to different state requirements for putrient application, As2 recnlt, lowans in the Blue
Rarth watershed were treated differently from Mimmesotans in the Blue Earth watershed.
Althoush the eligibility requirements wete ultimately refined to allow producers initially rejected
tp participato, rmapy Were unfairly foreed into Tier 1 when they should tave been allowed in
higher tiers. By using a watershed approach that crossed state lines, producess in one stete were
left at a disadvantage to thoso in another statc, This multi-state watershed approzch, which
atternpts to subject producers in many counties to one set of rules, aleo limits necessary local
input thet snables congervation prograins to suceeed. Clearly, USDA must adapt the program 1
provide equity aoross state lies, This will only come when there 1s more coordination allowed
among local NRCS staff and producers in the impacted states.

T4 critically important that the fnal rule does not adopt the watershed approach as a way
tp restrict the Progrem and instead allows producers 1M all geographic aveas 1o apply for the
program, Even recognizing the limited funds for fiscal 2004, the watershed approach did not
work

5. Soil and Water Quality Focus; The FR misioferprets the farm bill by identifying
water quality and soil quality as national concerns fhat outweigh a1l other resource copoerns.

This overriding seil and water quality focus is evidently another mechanism designed to restrict
and downsize CSP. Thelaw does not prioritize resolurces s national concerns, but specifically
epables producers 1o address those resources, incloding atr, wildlifo, energy, WEIST and soil,
oportapt to their operation. Priority Tesources ghould be determined at the gtate and local, not
pational, level, Soil and water quality undoubtedly are critice] resource concerns, but
marginalizing other resouree concerns as the IFR does will limit the potential environmental end

conservation benefits of CSP-

t is essential that tho CSP regulations arc Dexible enough to allow producers across the
pation to respond ta Jocal resource CONCELDS. For example, in many perts of the West air quality
and watet conservation are the priority resource concerns. If producers cannot enrol) in CSP
\mfi] they meet soil and water quality criteria, we will lose & critcal opportunity to teach all
producers BCTOSS the various regions of the pation. Producers who need to address resolrces
other than water or soil quality will be excluded from CSP if fhey cannot afford to address Walel
and soil quality. This is cTeates unnecessary financial hardship because they would have 1o moet
soil and water quality without the belp of CSP.

We strongly urge you 10 pot to impose a igid national soil and water quality focus in the
Gp2) rule 2nd (o allow producers the flaxdbility to address the resouIce concerns mast important
to their operation.

C. kequirement to Have Met Soil and Water Quality Standards: The TFR reqoires
producers 1o have alreedy reached the quality criteria lavel (as stated in NRCS congervation
handbooks) for both Watsr and soil quality prior to eligibihity. CSP is designed and has
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tremendous potentiel to help producers attain higher environmental performance. Tiis IFR turns
the program on its haad because it excludes those producers who are willing to do better until
they meet an arbitrarily-imposed standard on their own. in addition to retaining the conservation
and environmenta! benefits from producers, CSP wes designed to encourage all producers to go -
the next step - ncluding using CSP to meet higher soil and water quality standards. Without
CSF as a tool to accomplish that, we risk losing the opportunity to dramatically improve
environmentsl practices and performance. As we saW durng the first sign up, because of this
high eniry barrier, many producers who should have been in Tier I or Tier IT were limited to
Tier I because they had not already fully addressed soil and water quality on their entire
operations, This {5 far too stnct. :

The preliminary date also appear to show that this approach puts producers of particular
commoditics and different regions of the country at a disadvantage because it is more difficult for
thern already to have met water and soil quality standards. We have heard reports that in some
watersheds as many a¢ 40 percant of producers, especially crop producers, were fumed away
becanse they could not prove they already meet the soil and water quality standards. Many of
these producers ate good stewards, with riparien buffers, filter stripa, et. cotera. that are necessary
to protect water and minimize soi] erosion. But they were determined ineligible because of
inflcxible standards - - such as the strict nitrogen application standard 3 we saw in the Bast
Nistmabotna watershed or because they did not have all the records necessary to prove they
already meet soil and watet quality standards. This retrospectivo agpect also put an undue
premium on old records, which procedures would have 1ad no reason o know they needed to

keep. Lack of records from the past should not kesp good stewards out of CSP.

The regulations should fallow the farm bill's standard that prodacers are to meet the
requirements of gach tier by the end of the contract period, oot before enrolling. Requiring
producers to have already met both soil and water quality stendards prior to eligibility hurts most
those producers, like beginping and limited-resoutee producers, who cannot self-finance
conservation. Directing producers 1o other programs, such as the Environmental Quality
Tncentives Program, before they ere eligivle for CSP is inconsistent with the law and clearly
cxcludes producers who would otberwise enroll in CSP and deliver envirommental benefits
thgough the CSP's comprehensive approach.

We strongly urge that final rule allow producers to participate in CSP if they agree to
address the significant natural resource ConceTm or concerns on their operation to the quality
critoria Jevel contained in the NRCS Field Office Technical Guide by the end of the CSP
contract, Without this change, we risk losing most of the benefits expected from producer
participation in CSP.

D. Catepories: We continue to be concerned ahout the use of the category approzch to
select producers for enroliment in CSP. USDA has not yet provided sufficient informetion for us
to judge fully how the ranking system of categories impacied producers’ ability to participste o
CSP.
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While it is possible that producers ranked in all categories were able to enroll this year,
we fear that In fature years only those producers who rank in the very highest categories, 1.6,
those producers Who glready have adopted qibstantial conservation practices snd have the
- financial reseurces to do more for litde reward, will be accepted. Sucha ranking systern will
disadvantage typical and Jimited resource producers who cannot afford to compete in this
caiegory tanking system. And we are concemed that the categories do not give propet credit to
producers for diversity in crop 2nd livestock production.

I11. Payments Shounld Adeguately Compensate Producers to Enconrage Enrollment and
jiver Cons on Bene )

As we warned in our lettet offering comments on the proposed rule, the payment structure
mnder the IFR generated such Jow payments that many eligible producers choose Tl to
participate. Indeed, there was a shortfall in the first enrollment selative to the money available,
forcing USDA torely on advance paymens, and sound of a result, the opportunity to meximize

. mental benefits was lost, This outcome was & predictable regalt of not following the
payment scheme 1aid out in the ferm bill,

The combination of the reduced stewardship bace payment, limited cost-share for new
practices, cBp 00 enhanced payments, arbitrary cap on meintenance payments aad new additional
per-acre cap did in fact turn maxy producers away because the payments did not justify
participation. While we do not have all the data from USDA on the first sign up, 1t appears that
Yivestock producers Were dispmporﬁonately bt by the restricted peyments. For example, our
understanding is that n some watersheds, the base peyment Was a8 low a5 $0.06 per an acre on
pasture land and the overall per-acre cap was not much greater, making it uneconomical to
participaic in CSP. Moreover, many, if pot all, watersheds were given arbitrary overzll caps that
limived the potential annual payment to far below the allowed $45,000 permitted by lzw.

A. New Per-Acre Cap Dramatically Reduced Participation: The FR contained a pew,
exctremmely damaging provision that {imits the maximum per-3cre amotmt payeble to 2 producer.
This pew provision unfairly limits the total of the base, maintenance and enhanced peyments 10
no more than the partially-reduced stewardship base payment.

This arbitrary cap reduced the incentive for producers 10 adopt importast,
environmentally-bencficial practices. Although, we do not have all the data yet from NRCS, we
Lave beard that most producers who participated in the Srat sigh up reccived loss than they
should have under the fann Bill beosuse the cap kicked in to Jower payments below what
producers would have received without the cap. This c2p especially deterred the adoption of
odditional enhanced practices. T some Watersheds producers Who would have readily
implemented odditional enhenced praciices did not because the cap kicked in, This arbitrary per-
acre cap Wes not necessary for ny purpose and only served 1O limit payments and participation.
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W believe it will become apparent &t NRCS' mid-October mecting, that this
unanfhorized cap was one of the biggest deterrents to participation. The final rulo should not
include this arbitrary and unauthorized per-acre cap on payments.

B. Base Stewardship Payment: The additional reduction of the base payment deterred
participation i many watersheds and needs to be discarded, As mentioned previously, the base
payment for Tier | was as low aa $0.06 an acro afer the additional reduction was applied. The
law already establishes the percentage of base payment as five percent for Tier 1, 10 percent for
Tiez II and 15 persent for Tier I of the applicable rental rate payment. No further reductions are
warranted,

As you will Jeamn from the mid-October meeting, the drestically redyced base payment for
producers participating in Tier I strongly discouraged participation. The base payment rate is
clear in the law and was included to provids transparency and is widely understood by producers.
USDA hes provided no evidence that the base payments at the Jevels in the farm bill contribute to
inflation of land values - ane of the justifications provided to further reduce the payments below
tho farm bill's levels. The land value justification certainly does not explain why base payments
1o prodncers earolled in Tier  are cut by a greater percentage.

We do eppreciate USDA including our recommendation that grezing or pasturc lands -
with a cropping capability be treated as crop land for the stowardship base peyment. This action
comrectly placed good pasture and grazing systems on the same level as land that is used for crop
production. We also agree with the decision not to require producers 1o implement practices
without payment on land that they do not control, Despite these improvernents, we Temain
concemned sbout the potentiel of CSP if USDA continues to require s rednction of the base
peyment below levals specified in the farm bill-

C. New Practices Payment: The IFR arbitrarily capped cost-share payments for new
practices to 50 percent and lirited the total amount to $10,000 for the contract, despite the clear
language of the statute allowing cosi-shere payments up to 90 percent and placing no cap on
payments for new practices. There isno justification for capping coct-share for practices apart
from the overall payment limitation, This approach is counter-productive and clearly viclates the
intent of the Jaw by making it difficult or impossible for moss producers to afford to edopt new
practices and participate in CSP. While many producers who suncesded in enrolling in CSP
through this first sign up had self-financed their conservation practices, others will be kept our
until they can &fford to adopt practices or will be forced to weit for fands from other programs
that provide greater cost-share for the same practices.

This cost-share cap further takes away the ability of local NRCS officials to provide exiza
cost-share for those practices most appropriate to maintain or improve loca! congervation efforts.
While we do not have gll the data as to which practices wero most frequently adopted in the
varions watersheds, we suspect that producers chose thoge with the least cost because of the cap

instead of those choosing best designed to advance conservation efforte.
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Inexplicably, In implementing the frst sign up, USDA totally ignored the directive to
provide beginming and limited-resource farmers and ranchers increased cost-share, While NRCS
has oot yet provided us with information on how many beginning and Jimited-resouree producers
cutered into CSP contracts, we strongly suspect that the reduced cogt-ghare payments deterred
eeroltment. This cap on cost-share is further exacerbated by USDA's decision also to limit
drastically the other three paymenis. The finel rule must allow for up to the full 75 percent cost
share (ot 90 percent for beginning and Hmited-resource producers) for new practices, which
would be no greater than other NRCS programs.

_ Like the proposed rule, the IFR glso arbitrarily limits those practices cligible for
reirnbursement imder CSP. Individual producers have different neads specific to their
operations. By limiting allowable new practices, some producers conld not adopt ell the prastices
necessary to best protect and cnhance resourees. As we saw in the first sign up, tiis approach
limited producers’ ability to take a comprehensive approach to conservation and may inhibit
impovation and new conservaion efforts.

D, Enhanced Payments: Properly implemented, enhanced payments offer the best
means to encourage producers te g0 beyond the miniroum required practices and to crezic and
adopt innovative approaches to conservation. Unfortunately, thia did not happen in the first sign

BPp.

The TFR contsins major limitations on the potential environmental and conservation
benefits thet can coms from the ephanced practices. For example, We heard that in somes
watersheds produccrs only adopted one of two anhanced-payment practices becanse the per-acre
cap kicked in, preventing ther from benefitting from the adoption or maintenance of additional
enhanced-paymett practices. In addition, the IFR contained a new rule that litajted the enbanced
payments to no More than 50 percent of the total tier payment, Given the par-2cre c2p diseussed
above, it is likely that not many prodnoers were affected by the 50 percent cap, but the 50 percent
cap should be discarded because significant environmental gnd conservation benefits will come
from the enhanced-payment practices. :

USDA needs to make transparent the rules for how prastices will be categorized in the
fina} rule for purposes of receiving enhanced or other payments. Meny producers complamed
that while some structutel practices qualified for enhanced pzyments, others were considered
new practices by USDA. This led to confusion as to when a practice falls under the new practice
payment or the ephanced practice payment rules. How 8 practice is characterized greatly impacts
the producers’ overall payment.

We do applaud you for inchding energy practioss in the first sign up and urge yon fo
expand the list of eligible anergy activities and to encourage progucers o develop and implement

New cHergy-conseIving astivities.

However, the enhanced payments did pot go far enough, and in fact, soveral statutorily
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mandated activities were not covered by the enhanced peyments at all. Specifically, enhanced
payments should be used to encourage research, pilot and demonstration projects and projects
fhat foster collection and analysis of data. This was not fha case in the first sign vp. Owr
understanding is that these activities were excluded oven in watersheds that had on-geing
recearch and date collection projects.

We urge you to Teview our lotter of March 2, 2004, which coptzins specific
recommendations on bow best to administer the ephanced payments.

E. Maintenance Payments: The first sign up rules capped maintenspes payments at the
arbitrary level of 25 percent of the stewardship payment. The CSP maintenance payment was
included i the farm bill to reward producers who have already irplemnented conservation
practices and pro :de them. the Tesonrcss 1o properly maintain and contious them. According to
data we have, it Eppears that these payments graounted to an average of about three percent of the
total peyment in contracts in the first set of CSP contracts - - greatly imiting the mpaintenance
clernent of CSP. We strongly suspect that once Wo heve the complete data frorn NRCS it will
show that these payments Weze far less than what was intended end did pot cover the real costa of
maintaining practices.

This arbitrary capping of maintenance payments should not be continued in the final rule.
Instead, payments to T {ninin practices should be ased on the ezl costs of maintaining them,
inctuding full manzgement cost, epnd sufficient to encowraze and support the continuation and
meintenance of practicss.

IV. Unnecessary Enroliment Hurdles Will Impede Participation and Congervation

While we recognize that the signup pecded to ocour quickly in order to get payments 10
Farmers and ranchers by October 1, the first sign WP exposed soveral unnecessary enroliment
jropediments. As we predicted in ouy comment lefter of March 2, 2004, the rgultiple hurdles and
layers of complexity in the IFR dramatically discoursged participation far beyond any Testrictions
that could be justified by the funding 1imit and thus also reduced environmental benefits.

Meny producers complained that the initial information they received discouraged
partisipation and that fhe subsequent workshops again strongly discouraged producers even from
coming into the NRCS office if they conld not meet tigh standards, resulting in e high attrition
from the workshops to spplications actually filed. Depending on the watershed, many
complained that t00 many progucers Were eliminated simply becanse they could not answer yes"
1o all of the questions on the gelf-assessment workbool. They then had no opportutity 10 work
with local NRCS staff to explore if they were truly eligible. Further, many producers cornplained
fhat the workbook questions, which were drafted ot NRCS headquerters, Were confusing and
often required jrrelevant information because they Wero gritten at the national level While we
gee the value of using sclf-assessment questions, they mnét be significantly modified and not
used es 8 device to discourage participation.
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The regulations and procedures shotld minimizs the paperwerk burden involved in CSP
eprollment and participation. As mentioped earlier, the lack of prior year records kept out many
strong conservationists Who may have to wiit many years before they can even apply again to
participate in CSP. I implementing the next sign up, NRCS must work to make requirements
more transparent and workable for local producers and climinate urmetessary steps and hurdles -
5 move that will relieve the burden on both producers and NRCS staff.

V. Periodic St Uns Will Complics: Adminjstratio

- As shown by problems with a tho frst signup, 8 Jimited, once-a-year sign-Up period
complicates the sdministration and suceess of CSP. The first CSP sign up was significantly
bampered because many eligible producers were in the feld, which is ievitable to happen agsin
if USDA continues to use 2 limited, once-a-year sign-up period for CSP. We encourage USDA
to adopt & contipuous GAgn-up approach, Yike the one used for the continuous Conservetion
Reserve Program. This would allow producers to apply to CSP at times that are convenient for
thern and spread the workload on NRCS staff and third-party providers more evenly throughout

CSP provides our nation's farmers and Tenchers a golden oppormumity to continue and
strengthen their role as stewards of natural yesourcos for the long heul. If we wani 1o truly
n award the best and motivate the rest” USDA must issue 8 &ne! rale that provides the
opportunity for ll eligible producers participate in CSP in a reasonable time period and the
ful] financial incentives fo realize on this opportunity.

We apprcciate your attention to this important matter, Should you have any questions,
please contact Matt Hill of Senator Smith’s staff at 224-8319 or Alison Fox of Senator Harkin's
staff at 224-5929.

Sincerely yours,

Tom Harkin Gordon Smith
United States Senator United States Senator
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The Honorable Aon M. Veneman
Secretary of Agdeulire .
200-A Jarmic L. Whitten Building
Washington, D.C. 20250

Dear Secretary Veneman:

As the crigina) Senate co-Sponsors of the Conservation Security Program (CSP), we aze
writing to provide copaments on the proposed rule issued in the Federal Register on January 2,
2004. As you know, fanmers and ranchers weze supposed to be able to enroll in CSP in 2003,
and so we strongly urge yon to issue regulanons expeditiously that will ituplement and allow
enrollment in the progrem well befors the end of fiscal 2004.

Tt is essential that these regolations faithfully cany out C'SP as it was signed into law by
President Bush as part of the Faxm Security and Rural Tovestment Ast of 2002 (2002 farm bill),
CSP provisions in that legislation reflect axtensive work, nogotiations and suggestions from all
iterested parties, including fhorough consultation with USDA staf€ Indeed, CSP as enacted is
fully consistent with policy ideas that you favorably diseussed in your Septamber 2001 report on
fond gnd egricultare policy. For these reasons, CSP is widely supported by farm, cammnodity,
consesvetion and environmental groups across America.

CSP is unique among USDA conservation programs because it encourages farmers and
ranchers fo adopt 8 comprehensive approach to conservation and rewards them for both
menteining sound conservation practioes and adopting new ones on working agrcultural lands.
In retnen for CSP’s financial incentives, agricultural producers deliver incraased conservation and
epvironmenta) benefits o society. These benefits accrue from conserving and enhancing the
troad range of resourees involved in agriculture; soil, weicT, gir, plapts, enimals (including
wildlife) and energy-

As a voluntary program, CSP enables agricultursl producers to adopt sound conservation
snd environmental practices thet help avoid dditional regulations. By rewarding farmers and
renshers for their conservation efforts, CSP will provide resources that can help them survive
financially and remain on the land, which has the added bonus of stemming urbal development
of egricultural lands. Qince CSP focuses on working 1and, it does not require removing land
from production. And it will gipnificantly boost rural economies through jobs end inereased
spending in support of consegvation efiorts. MoreoveT, 25 8 robust “green payments” program,
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CSP provides a critjcal foundation for foture farm bills and international agricuitural trade
negotiations.

In gum, if CSP is implemented consistent with the law and Congressional intent, i will
deliwer enormous envirommental and economic dividends to egricultural producers, rurat
compounities and all Americans. According to the benesit cost assessment for the proposed rule,
a fially fmplemented CSP would provide overall net public benefits of 862 billion over ten years,
Jaggely through substantial improvements in our pation’s vital natural resources.

Unfortunately, if USDA implements CSP a5 described in the proposed rule, most of these
benefits will be lost due to minimal participation by agricultural producers.

I Under!ﬂ‘ngégmmgtinns of the gxgp‘ osed Rule

The propesed rule rests on two basic assumptions or approaches. First, the ruls treats
CSP as o “capped entitlement” program in which spending may not exceed $3.773 bilion over
the 2003-13 fiscal years. Second, the rule gvidently assumes that even a very small incentive or
reward will cause producers to respond by enrolling in CSP and making substantial conservation
efforts. In turn, NRCS exaggcrates the potentia] number of CSE applicants and then throughout
the proposed rule creates a multileyered and urmecessarily complex scheme of eligibility hurdles,
sharply-reduced payments, geographical limitations and other constraints and restrctions — all
designed to quell interest and deter enrollment in CSP.

The proposed rule must now be modified to conform ta the provisions of the 2004
Consolidated Appropriations Act, which for fiscal 2005 and subsequent years restores CSP to the
fisrm in which it was enacted in the farm bill; a fal] mandatory program without annnal or overall
funding lmits. In fact, NRCS clearly stated in the proposed rile that it intended to issue 2
supplement fo address this (then-potential) chapge in the lew, With this restoration, CSP
reculations must allow all producers who meet the program’s conservation requirements to emroll
and receive payments, subject only to the funding limit in fiscal 2004.

As we noted in our letter of January 28, 2004, the proposed rule has many problems that
make it unwarkable for the overwhelming majority of producers. Most of these problems are
inked directly to the overall spending Limit on CSP, which no longer applies, and need to be
discarded. If not changed, the proposed ule would, in effect, extend the repoaled CSP funding
limnit to fiscal 2005 and subsequent years. We suggest that USDA issue an integrated rule for
fscal 2004 and subsequent ysars as means of ensuring fluid implermentation of CSP, while
recogmizing the need to provide 2 rapid distribution of funds for fiscal 2004.

It is also ctitical that NRCS sbendon the assumptions, evidently mmderlying the proposed
rule, sbout how producers will tespond to financizl incensives and rewards for conservation. In
referring to modeling used in the benefit cost analysis, the proposed nile notes, “NRCS also
pesumnes that producers would enroll in CSP if the program provided any pogitive net benefit to
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them (ie., evVen as gmall as §1). This asqummption does not take into consideration producers’
cash flow congtraints, which along with other factors could affect participation.” Seenzingly;
NRCS carried this assumption about producst response Over into writing the proposed rale —
even though, as NRCS acknowledges, it would not be valid for thia purpose.

As we show below, through a variety of mechanisms the proposcd nile wonld limit CSP
eligibility to only 8 mall fraction of producers and provide excecdingly litle reward to the few
who are gble to enroll. Simply put, the proposed nile downsizes and-cheapens CSP 1o the point
ihat few agricultural producers will be willing or dble to enzoll Thig approach appears 1o be a
repest of the istake made in early sign-ups for the Conservation Reserve Program, in wiich
USDA significantly underestimated the payment necessary 1o gain participation.

Tf the proposed rule is adopted, the vast majority of American producers who relied on the
promise of CSF when President Bush signed the 2002 farm bill into law will be greatly
disappointed. This seotiment +1a5 been clearly demonstrated at thie nuMATous CSP listening
sessions end through the public comments USDA has slready received. n addition, if NRCS
rules excluds farmers and ranchers from CSP or make it oconoraically impossible for them to
perticipate, 0 nation will clearly lose tremendous conservation and environmental benefits. I
ig thus critical that USDA issue a final rule for CSP containing the following suggested
modifications. '

tion and Conservatio

The eligibility requirements in the proposed rule aeverely restrict participation through

eligibility requirements that are far more restrictive than the resource conservation requirement in

the statute. Congress designed CSP to allow maximum participetion by agricultural producers.
As stated in the Statement of Managars, uggricultural producers who choose to employ
conservation practices should havo access to funding.” In order to accomplish 1his goal the final
rulc must reflest reasonable eligibility requirements. Therc is no need or justification to impose
aew layers of resigietions. Q

A Watershed Restricted Eligibility: Limiting gligibility to producers in watersheds
selected by NRCS staff in Washington, DC, using 2 yet undisclosed mamner, will greatly rednce
participation and deny conservation where needed. CSP i« not simply a watershed program, but
instead a program open to all qualifying agricultural producers in all regions of the counfry.

Plainly, the proposed rule incorporates a watershed approach as & moans of reducing
produger access to CSP. Since funding is not limited in fiscal 2005 forward, there is no peed or
justification’for using this baxer to eligibility. Omne of +he most valuable features of CSP is that
producers across the nation, including those who pormally do not use or have access to USDA
programs, would have access to comservation fimds through CSP. Restricting participation to
producers within priority watersheds will dany the mejority of producers an opportupity to
participate in CSF and thus reduce environmental benefits.

Fi4
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The statie does not limit participation to selsct geographic areas, and USDA does not
have the legal anthority to so limit the program. The Statement of Managers requires “CSP,
which is open to all producers for maintaining or adoping practices on private agricultural land...
o begin CSP &t the full national Jevel as soon a8 practicable.” This lcaves 10 doubt that a foll
national program open to all qualifying prodneers - not 2 Lmited wetershed program - was
intended.

It is very unclear how the watersheds will be selected, and our understanding of the
selection process has been Farther complicated by statemants of USDA officials. While the
proposied ruls indicates watarsheds will be sglectad nsing a0 undisclosed scientifically-based
process, subsequent statements by USDA officials contiradict that. According to comments by
USDA officials, watersheds will be selected on & rotational basis, once every Dine years.
Rotating watersheds or selecting only a few each year totally excludes worthy applicants in other
wetcrsheds who would have o wait years to even apply for the program and demies reasonable’
and timely access to agricultural produncers. It is also uncleas how this rotationa) approach will
magimize envirommpental benefits, especially if a scientifically-based approach is notused. Such
an approach will leave producers guessing when and if they will be eligible and will significantly
dampen enthasiasm for a program that was designed to reach producers across the nation.

Notsbly, the 2002 farm bill specifically eliminated priorty watershed areas from the
Bryironmental Quality Incentives Program (EQIF) to put all producers on an equal basis to
participate. This change to treat all producers equitably was incorporated into the EQIP final
role. 'Wo find it iromic that, as the priority areas were rempoved from EQIP, very similar scheme is
included in the proposed rule for CSP — an opem, uncapped progiam that was never targeted by
wratershed designations.

Tt is critically important that the final Tule does not adopt the watershed spproach and
instead allows producers jn all goographic areas to apply for the program. Even with a liroited
source of fimds for fiscal 2004, the watcrshed spproach will not wark and violates the jntent and
gpirit of the law.

B. Soil and Water Quality Focus: The proposed rule identifies water quality and soil
quality as sational coneerns that outweigh all other resource concerns. CSP doss not prioritize
sesources as natiopal concerns, but specifically enables producers to address those resouTces
jmpertant to thefr operation. As the Statement of Managers states, “[t]he Managers ntend to
assist agricultural producers &0 comcentrate on resource problems, inchuding soil, sir, water, plaxt
ond apimel (including wildlife) and epergy copservation on their particular operation using a
broad arrzy of conservation practices.” The approach put forth m the proposed rule belies the
g ciop of all of these resources, except LY as full resource conRCEMS in NRCS'S Field
Office Technicel Guids (FOTG)- .

[mportant 2s they mey be, designating soil and waiet quality as the primary national
resource concerns not only relogates the other natural resources to second class status, bui will
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andermine the mationwide reach of CSP. Specificelly, this approach tends to put certam

producers and regions of the nation af & disadvantage, depending on the respective status of soil
end weter quality.

This limited focus on soil and water quality is also inconsistent with previous USDA
descriptions of the CSD thet recogpizad the mulfi-resource approach of CSP. For example, the
press Telease for the Advance Notice of Proposed Rule Maldng states “CSP is a voluntary
prograzn that provides fnancial and technice] assistance to conserve and fmprove soil, wates, air,
energy, plant and animal life on tribal end private working lands..” Producers should be allowed
to participate fully in CSP with plans that address aif, water conservation, energy, plants and
wildiife, without the heavy predominance of soil and water quality.

C. Requirement to Have Already Reached Soil and Water Quality Standards: The
sed rule unreasonably requires produsers to have already reached the quality criteria level
(as stated in NRCS conservation handbooks) for both water and soil quality pricr to eligibility.
This tarns the program backowards and denies most of the geins that result from improving
environmental practices and performance. Requiring such & high stendard prior to enroliment
wrill severely Yimit eligibi ity and result in the loss of znuch of the potential envirormnentel gain.

CSP was designed to encourage maintenznce of existing practices and the adoption of
new practices, incloding practices necessary to mect the requirements of cach tier by the end of
the contract period. To paximize environmental end conservation benefits, the law clearly
provides for producers 1o utilize CSP to reach NRCS quality criteria levels. Conservation
compliance is the only valid entry requiroment {0 CSP. The CSP minimum standards require
that, by the end of 2 CSP contract, a producer must meet the quelity eriteria for one resource
appropriste for the operation. For Tier I that requirement would be on portion of the operation,
far Tier 11 that Tequirement would extend to the entire operation and for Tier Il & producer most
moet the quality criteria for all resources pertinent o the operation ovey the entire operation.
Allowing adoption of new practices to reach quality criteria levels through CSP epcoureges
increased conservation which generates sigpificant environmental benefts.

Agein, the approach outl ed in the proposed Tule greatly reduces the numbet of
producers eligible to participate and also directs most producers who canmot self-finance
conservation to other programs, liks EQIP, before they are eligible for CSP. We strongly object
tn this approech. CSP was designed to provide en alternstive to the existing Programs and
shonld be fully open 10 all qualified produsers 1o maintain existing practices and adopt the foll
renge of new practices. Access to CSP is even more critical since there are insufficient funds for
al) produeers 1o participate in EQIP. So directing producers EwWay fom CSP to EQIP is not &
warkable solurion. ‘

Tn order to allow for maximum benefit for producers and the public, the proposed Tule
chould be modified, consistent with the law and Congrsssional intent, to allow producers to
participate once they agree to address the significant natural rescurce concern on their operation
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to the quality criteria Jeve] contained in the NRCS FOTG by the end of the CSP confract.
Without this change, we sk losing most of the benefits expected from producez participation n
Cﬁ ]

D. Categories and Subcategories: Theuse of categorics in the proposed rule crees 2
ranking system that is inconsistent with the clear mtent of the 1aw and will inevitably elirninate
prodacers from the program. Theuseof e renking process Was dehated and rojected repeatediy
Jduring the farm bill conference, Specifically, the Statoment of Managers makes clear that “the
Secretery will not employ an onvironmental bidding or rapking gysierg...aad should approve @
producer’s contract that meets the standards of the program.”

1t appears that fands will be available only to producers who rank in a high cafegory. i.e.
fuose producers who already do significant conservation and have the finapeial resources 1o do
more for Little reward. This proposed ranking gystem will dsadvantage typical and limited
resource produoers who cannot afford to compete in this category ranking systero. Categories
were included in the proposed rule partially becanse of the limit on CSP funding. With the dollar
removed, it 19 unnecessary 4o Timit emroliment throush the use of categories.

. Jpstead of & ranking system, all producers who wish to participate should be allowed to
spply and participate if they meet the minimum requirements. Thea, incentives provided wder
the law can be nsed to encourage producers to implement METO conservation through a higher
level of peyments. We strongly urge you © &rop the category raniing gpproach.

E. Definition of an Agricultural Operation and Cash Rent: The proposed role
broadly defmes agricultural operations and requires proof of control of alf land in the operetion
for the eptire contract pedod. Many American producers cash-ront at Jgast some of the Jand on
which they produce. For these producers, the proposed mle may severely Limit their options to
participate in CSP, particularly 1o erroll in Tiers I and TTL

We strongly urge you to {ssue a final ruie to allow producess who lease some or all of the
1and in the agricultwal operation to sign 2 CSP contract that can be modified or terminated if the
producer foses the Jease to that land. Moreover, there needs to be sufficient fexibility in the final
rule allow = producer to enroll in Tier Wor Tier I despits an uncooperetive landowner. USDA
was able to make Agricultural Market Transition Act payments undet the 1996 fapm bill wark for
similecly sitnated producers and we strongly encourage USDA to again show that same
fexibility. A reasonzble approach to demonstrating control of the land should eliminate the
ancmaly of requiring producess to conduct practices oD Jeased 1and while refusing to compensate

them for the work.

F. Incidental Lands: We commend USDA for jncluding, consistent with the: law end
Congressional intent, non-cropped areas, such as furn 10Ws OF riparian areas, under tha CSP

coptract. Since these lands can gonerafs fmportant environmental and cons grvafion benefits, the
fipal rule should includs these areas as broadly 8¢ poseible and should allow producers to receive
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payments for such arcas. As stated in the Statement of Managers, “the Managers recognize that
some land use practices may involve alternative uses of the land, guch as providing for wildlife
habitat or the corners on center-pivot irfigation systems, end expect the Secretary to include these

parcels.”
. Paymexts Inadeanate to Compensate Producers and Deliver Conservation Benefits

The payment structure under the proposed rule i3 inconsistent with the law and generates
such low payments that producers will not participste. CSP funds should be paid to all
qualifying producers ar fair rates as reflected in the law, Restricting the payments in the mamer
proposed would severely limit enrollment and completely mndgrmine the gubstamtial patential
conservation and environmental benefits of the CSP. We believe this approach unfairly favors
producers with considerable Snancial means over typical producers. The very stingent
eligibility requirements and minimal payments would meke it economically impessible for the
majority of producers 10 participate. :

A, Base Payment: 'We stzongly encourage you to maintain the spproach under the
proposed rule of using state and local rental rates instead of nstional rates as a mezns of
addressing regional equity and encouraging participation, However, we object strongly to the
proposal drastically to cut the bass payment. The law requires the Secretary to make a base
payment that equals the national rentzl rate or other rental rate that ensures regional equity (ke
Jocal rental rates) for all land enrolled in & CSP confract. The law establishes the peroentage of
base payment as 5 pereent for Tier I, 10 porcent for Tier 11 and 1S percent for Tier L

This proposal ta reduce the bese payment to ona-tenth of the statatory level undermines
the purpose of the base payment: to serve as aa jmportant incentive to ‘bring producers into the
program end reward their onservation efforts. The proposed reduction will only serve 0 reduce
participation and the potential environmental benefits.

The law allows USDA to establish an appropriste rate that ensures regiopz! equity as an
alternative to the national rental rate, Nothing in this provision authorizes USDA 1o “'apply 2
cansistent reduction factor to all regional rental Tates to gcale down the share of peyments going
to base payments.” The law alrcady limita the base payment to no more than 25 percent of the
base payment for Tier I and 30 percent imit on the base payment for Tiers I and IL

The base payment was included to provide transparency and is widely understood by
producers. USDA's gpproach turps thst on its head by diminishing the value of the base payment
that was the clear in the law and shifting the payments to enhanced peyments that are very
opaque in the proposed rule.

This dramatic reduction in base payment will directly reduce s producer’s incentive to
participate. Consider, for example, a producer with 2 Tier O contract covering 1,000 gcres in 8
cotmty with an average reptal rate of $100 per acre, Instead of receiving the annual $10,000 as
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envisioned under the law, the producer would only receive $1,000 a year under the proposed rile.

Further, the base payment should cover gl land enrolled under a CSP confract, including
1znd with approved congervation practices that address 8 Fesource other than the resomee of
concern identified in 8 CSP sontract. Por example, even if the significant resource of concarn of
the opareion is air quality, the base payment should includs land on which a prodncer
immplements practices thet &id wildlife. In this example, the base payment should not be limited
to the 1and on which practices addressing gir qualiry ate being implemented.

The final rle chould establish base payments wtilizing NRCS land capability clzsses, nat
strictly based on current 1and use, - For cxample, land that is fully capable of producing cropE, but
is now naed for pasture of prazing, should be compensated et the cropland base rate. Producers
who have placed cropland in pertnanent cover, 8 practice with exiormons epvironmental benefits,

chould not be penalized by limiting their base payment to the rate for grazing or pasture land.
B. Cost-Based Payment:

Rednced Payment Rates: The proposed role restricts the practices eligible for
reirpbursement and provides payment at 8 Jower rate thap thoee provided for EQIP and other
USDA. conservalion programs. Tn fact, the benefit cost pssessment refers to a Tate as low as five
percent. This spproach is counter-productive and clearly violates the intent of the law by making
it difficult or immpossible for most producers to afford to participate in CSP.

The law adopted the same approach for CSF a8 ased in EQIP of limiting cost-share to 73
percent of the cost (90 percent for beginning fanmers and ranchers) and never envisioned
payments reduced below EQIP levels. Asthe Statement of Managers makes clear, “TtThe
Secretary should provide coet-share asgistance st a comparable yate as that provided under the
Ppvironmentsl Quality Incentives Program for the same practices.”

We believe the decislon to rednce the CSP cost-based component is arbitrary and
azmsges the potential for farmers ond ranchers to participate in the CSP becauso it makes doing
so too costly. For example, 2 producer on a yelatively mall farm who needs to install fencing to
protect & Tiparian area and install water conservation measures, the costs could be mote than
$%3,000. Under the proposed rule with five percent cost-ghare, the farmer would have to cover
nearly $80,000 in costs, while under the statute at 75 percent cost-share ihat amount would fall to

less than $20,000.

' There is no justification for providing cost paymeants for CSP thet are fess than payments
provided under EQIP. If anything, since CSP does not bave the Timited fanding cap of EQTP, the
Stats Copservationist should have the ability to provide highor rates than EQIP if that would
geaerate additional conservetion benefifs.
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envisioned under the law, the producer would only receive $1,000 2 year under the proposed rule.

Further, the base payment shonld cover all land enrolled under a CSP contract, mcluding
land with approved conservation practioss that address a resource other than the resource of
copcem identified in a CSP contrect. For example, even if the significant resource of concern of
the operation is air quality, the base payment ghould include land on which a producer
{mplements practices that aid wildlife. In this example, the base payment should not be lmited
to the 1and on which practices addressing air quality are being implemented.

The final rule should establish base payments utilizing NRCS land cepability classes, not
strjetly based on current land use. For example, land that is fully capable of produsing crops, but
is pow used for pasture or grazing, should be compensated &t the cropland base rate. Producers
who have placed cropland in permanent cover, 8 practice with enormous envivonmentz] benefits,
shonld not be penalized by limiting their base peyment to the rate for grazing or pasture land.

B. Cost-Based Payment:

Reduged Payment Rates; The proposed rule restricts the practices eligiblo for
reimbursement and provides payment at a lower rate than those provided for EQIY and other
USDA conservation programs. In fact, the benefit cost assessment refers to a rate as low as five
percent, This approach is counter-productive end clearly violates the intent of the law by malsing
it diffcalt or impoasible for most producers to afford to participate m CSP.

The law adopted the same approach for CSP as used in EQIP of limiting cost-shaze to 75
percent of the cost (90 percent for begirming farmers and ranchers) and never cnvigioned
payments reduced below EQIP Jevels, As the Statement of Managers makes clear, “[t]he
Sectetary should provide cost-ghare assistance at a comparable rate as that pravided under the
Eovironmental Quality Incentives Program for the same practices.”

We beligve the decision to reduce the CSP cost-based component is arbitraty and
damages the potential for farmers and ranchars to participate in the CSP becanse it makes doing
so too costly, For example, 2 producer on a relatively small farm who necds to mstall fencing to
protect a riparian arce and install water conservetion meagures, the costs could be more than
$83,000. Under the proposed rule with five percent cost-sbare, the farmer would have fo cover
pearly $80,000 in costs, while under the stafute st 75 percent cost-shars that amount wonld fall to

less than $20,000.

There is no justification for providing cost payments for CSP thet are loss than pryments
provided under EQIP. If anything, since CSP docs not have the limited funding cap of BQIP, the
State Conservationist should have the ability to provide higher rates than EQIP if that would
generste additional conservation benefits,

28
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on o Flizible Practices: The proposed rule arbitrarily limits those practices
cligible for reimbursement under CSP. This will limit the ability of producers fo teke a
comprehensive approach to conservation and may iphibit innovation and new conservation
efforts. All practices approved nnder a CSP contract should be eligible for the cost component
peyment, not just those that are implemented to address the significant resource of concern.
Forther, limitations against payments for equipment that is necessary to carry out an spproved
conservation practice will make it difficult for producers to jmplement the practice. To avoid
this problem, producers should receive payment 1o help covet the costs of buying any equipment
that is necessary to implement the practice.

The law only prohibits payments for the transport and storage of animal waste, but does
not atherwise Hozt the mumber or type of eligible practices. All practices aveilable under the
FOTG and integral to conservation should be eligible under CSP, including no-till, inoovative
pest management and wildlife-related practices. The law further contemplates support for the
timely incorporation into the FOTG of developing conservation techmologies, inchiding those
related to new agricultural equipment, data collection end information mapagement and
biotechnology that lead to environmental benefits.

The result of severely limiting eligible practices and payments is thet for producers 1o
take part in CSP they will heve to self-finance their conservation practices or go to other
conservation programs, all of which have limited funding, CSP is a stand~alone program, not 2
stepping stone to or from any other conservation program. Legislative proposals to link EQIP ‘
and CSP were considered, debated, and rejected during farm bill congideration.

C. Enbanced Payments: Under the lew, participating producers are eligible to raceive
ephanced payments for a variety of activities that exceed the minimum requirements of _
participation. The five types of activities for which a producer can receive an enbanced payment
under CSP are:

1. Implementing practices that exceed tier requirements for a natural resource
copeern '

2, Tmplementing practices that excoed fer requirements for state or local
[ESPUICE CONCETnS.

3. On-farm demonstration and pilot projects or research projects.

4. Cooperative watershed or reglonal resource conservation activities.

5 Assessment and evaluation activities.

As a generel rule, we encourage USDA to develop an enhznced payment stracture that
troly rewards thoss prodnoers who:do more fhan fhe minimum roquired sctivitles, Some giding
principles for the ephenced payments would include enguring that the enhanced payments are
sufficiently large to encourage producers to engage in the desired activities and allowing the
State Conservationist the flexibility to provide payments that will ensure adoption oz
maintenance of environmentally beneficial practices.
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Specifically, we would encourage paymentts under the first factor for activities that are
moge comprehensive in scope than what is required for a producer to qualify at & given tier. For
example, if a producer needs to address water quality on the operation by constructing buffers
and terraces to quelify, but then agrees to manage the buffer extensively in s marmer that
increases comservation benefits or adds other practices to help with water quality, such as
reconstructed wetlands, the producer should receive en increased payment under the first facter.
The same argument for ah enhanced payment under the second factor would apply if this
producer added wildlife practices, like food plots, in an erea where wildlife is & resowrce of
concem.

: tn order to encourage innovation and improved conservation prastices, the ephanced
payments for factors three and five should cover the fitll additional costs of participating in any
demonstration, pilot or research projects and the full costs of any data collestion or 2sscsement
activities, including at least some compensation for the value of the farmer’s time, Providing
payments to cover the full costs of these activities is the best way to ensure that conservation
practices will be improved over time &nd to encourage producer ingenuity. Finally, the rale
should provide geidance so the State Conservationist may establish a payment that encoutages
watershed and regiomal participation under factor four.

CSP is a Iocally-led program that will succeed best with state and Jocal input. For that
reason, We Support strong involvement of gtate and local entities in determining enbanced
payments. The payments sbould focus on fhe costs associated with activities eligible far
enhanced payments as well as income foregone and the value of prodncers’ time. In addition, it
is fmportant to provide incentives where economic costs to producers erc not evident n that
case, 8 measure should be the environmental benefit and the incentive that jsneededasa
practical matter to secure the effort.

Again, the proposed rule dramatically shifts from objective criteria for base and cost-
based payments to what is now a very uneertain, murky category of payment. ‘This is particulatly
troublesome, since the proposed rule suggests that the bulk of producers’ payments will come
&om the enhanced peyments. Withouta transparent structure for ephanced payments, if is
extremely difficult for producers to know if the payments will be economically sufficient to
ellow participation in the program. This problem is frther complicated by the fact that many
producers who wish to address resources of concern beyond soil and water quality will rely
heavily on enhanced payments vnder the proposed rule, so they are left with even more
ancerminty of the payment for their participation. For that reason, we strongly encourags USDA
to issue a final rule with more concrete details on how enhanced payments will be determined.

Finally, we are concerned that the propased ruls does not reference the practices that
exceed minimum requirements and involve a change in land use, such a3 resource-conserving
crop rotations, managed Totational grezing sysiems, or conservation buffers as eligible for an
snhanced payment. The final rule should provide guidance specifically addressing these
practices. :
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ecess Enrollment Hurdles Will e Pa ation and Conservation

While we recognize that implementation of CSP will generate additional work for NRCS
employees and technical service providers, we fear that the multiple hurdles and layers of
complexity io the proposed rale will dramatioally discourage participation and consequertly
reduce egvironmental bencfits. USDA inchaded significant hurdles to restrict eligibility and
reduce participation 2s a mezps to limit expenditures. With the liftmg of the funding cap, these
jmpediments need to ba removed.

As described in the proposed rule, if a producer meets ths onerons eligibility
requiternents that yary with each proposed sign-up, the producer must then complete a self
screening questionnaire for each Jand use to be enrolled. If the producer passes the self screening

sopnaire snecessfully, then the produeer must complete a benchmark condition mventory.
After that step, the producer must satisfy the sign-up criteria, including information ghout
enhancement activities. After ail these steps, the producer develops au application to the
program. IFNRCS determines that the producer and the lovel of resouzce treatmnent meet the
requirernents established for that particular sign-up (because they vary with each sign-up), NRCS
plaoes the prodneer’s application in a tier of participation and an enrollment category. At this
point, NRCS conducts a folow-up interview to conflrm the applicetion information and then
NRCS staff works with the applicant to complete a CSP plan. Once NRCS venifies the
information, the producer can enter a CSP contract with NRCS.

. Producers should not be required %o g0 through these multiple Tnnecessary steps prior to
enrolling in the program. Instead, we urge you to adopt a more streamlined approach that
requires an spplication, including a resource inventory, 3 CSP plan and a CSP comfract Finally,
while we support the idea of allowing producers the option to complete a resource inventery ol
their own, producers should slso have access 1o assistance throngh their local NRCS office.

The statwtory cap on technical assistance (TA) of 15 percent of the total funds available
does not justify dramatically Jimiting enroliment as cleimed by USDA. Prior 10 the 2002 farm
bill, TA for EQIP was capped at 19 parcent. EQIP covers TA for more expensive new practices.
Qince a larger portion of funds are required for TA when jmplementing neW practices than are
requived for maintaining existing proctices, which are expected to make up 2 sizcable percentzge
of the practices covered by 2 CSP contract, the 15 percent cap should fully cover TA needs in
CSP. '

Further, once the propased rule is compected to reflect fill fnding of CSP and so
producers receive full payments as anticipated umder the law, the 15 percent cap on fimds for TA
 out of the total funds will not be restrictive or impede enrollrnent. Using the exampls previously
nsed with respect to the base payment, & ‘base payment of $10,000 will allow expenditures of up
to $1.500 for TA, but the proposed $1,000 base peyment would leave oply $150 for TA. While
the base payment is only aportion of the tota] contract, this example cleatly demonstrates the
seed for fall payments required under the law, Finally, we expect USDA to use the same



19/12/2084  11:03 USDA FS C
X : . - S CAT SLC » 5394
CLQC) [ 2008 9TObAM 28840 NO.OS? D24

W 47477 A- L ke

The Honorable Ann M. Veneman
March 2, 2004
Page 12

e
A}

approach as used i other conservation programs in determining Which activities are charged as
TA ggzinst CSP funds.

V. Periodic Sign-ups Will Complicate Administratiop

In arder to maximize participation and consequent environmental benefits, producers
ghould bave the ability to sign-up for CSP any time of the year. Because the time dernands of
agricultgral production vary seasonally around the nation, & single sign-up period would fimit
producers’ 2CCess 10 CSP. Using a contimous sign-0p approach gives USDA and producers
flexibility and reduces the buzden on NRCS staff and third-party providers by ensbling them te
spread their workload more evenly throughout the yoar,

YL ource Standards for Ene ould Be Devel

The proposed rule contains very little reference to enargy as & patural resource of concern.
Epergy was specifically included so NRCS will allow and encourage producers to develop CSp
:ceq that help conserve enezgy. Such practices may, for exemple, include the nse of a

windmill 4o help supply energy to rn all irfigation pump cr the production of use of biomass that
may also sexves to protect or aphance other natural resources. The final rales ghould support 2
troad Tange of renewable enegy production and energy conservation practices through bsse, cost
and enhanced payments. Howover, without developing reasonable technical standards, mimimum
requircments for energy should not be applicd as a tier requirement, guch as for Tier UL Energy
practices should be developed end fully incorporated into the NRCS FOTG and handbooks as
_goom as possible.

CSP and ic Plang Sho Coordinate

As g practical matter, we are concerned that the proposed rule is silent on how USDA
intends to handle plans of organic producers who are certified under USDA's National Orgame
Program (NOP). The rule should ineluds a clear mechanism for coordinating participation
NOP and CSP, USDA steff should deliver these complementary programs in the most farmer-
Fiendly, least burdensome fashion possible. We encourage the Agriculture Marketing Service

- and NRCS to coordinate on this issus 1o ensure that the final CSP rule includes a reasonable and
practical approach for allowing NOP certified producers to utilize their plans in the CSP
enroliment process. :

We strongly believe that CSP offers great promise for farmers, ranchers, the envirormment,
wildlife and the general public and we hope that these suggestions will help USDA implernent
'SP in & manner that fulfills that promise. We are dissppointed that the proposed rule 2s it
stands will deprive American farmers and Tanchers of the full opportunity to participate in anew,
yoluntary program that offers tremendons societal bencfits, We hope that the final rale will more
properly reflect the law and be jssued in a timely manner to allow for successful implementation
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in fiscal 2004, Tt is evident from comments slready submitted, and from the many listeping
sessions held sround the country, that substantial changes are needed. We strongly suggest that
USDA publish without delay 2 nal rule that fully reflects these changes.

We appreciate your attention to this important matter. Should you have aoy guestions,
please contact Matt Hill of Senstor Smith’s staff at 224-8319 or Alison Fox of Senator Harkin’s
staff st 224-5929. .

Sincerely youts,

ey N et “' A

Tom Harkin
United States Senator

. | 4
¢ ; y, é; '
Smith

United States Senator

ce:  Conservation Operations Division
Natural Resources Copzervation Service
P.0. Box 22890
" Washington, DC 20013-2890



