The Minnesota Project

Strong Local Economies, Vibrant Communities, and a Healthy Environment
Working for Profitable Farms that Protect the Environment

September 9, 2005

Financid Assstance Programs Divison
Natura Resources Conservation Service
PO. Box 2890

Washington, DC 20013-2890

Email to: FarmBillRules@USDA .gov

Re: Consarvation Security Program Rule Comments

Dear Chief Knight,

Please find below our comments on rules for the Conservation Security Program as published in
the Federd Register by the Natural Resources Consarvation Service (NRCS) on March 25,
2005.

The Minnesota Project, based in St. Paul, Minnesota, is a nonprofit organization focusng on
agriculture, energy, and conservation, as well as other issues affecting qudity of lifein rurd and
urban America

The Consarvation Security Program that is being implemented this year does not yet live up to
the intent of the legidation that was passed by Congressin the 2002 farm bill, nor doesit live up
to the expectations of the agriculture and conservation communities that commented on the
proposed rulesin record numbers last year.

The program rules that USDA hes written are too redrictive and specidized. Only afraction of
the nation’s farmers will be digible to goply, and those few can only do so during an eight-week
signup period thet is available to them once every eight years.

As designed now, CSP discourages rather than encourages farmers who want to implement
more conservation on their working lands. The digibility requirements are rigid, the rules and
payment rates are complex, and the implementation Strategy crestes short, frenzied periods of
stress for farmer gpplicants and for conservation professonds in the fidd who are trying to
understand and implement a new program a the sametime,

The idea of paying for management activities through enhancement payments that farmers
choose is a progressive concept that will encourage farmers to actualy make conservation and
natural resource protection planning an integra part of their farming operation. But under the
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current Amended Interim Fina Rule, too many farmers will never get to choose enhancement
payments because they won't have the opportunity to desgn ther own Conservation
Stewardship Plan.

The USDA-NRCS now has an excdlent opportunity to revise the rulesin away that will greeily
enhance the CSP and help bring increased congressiona funding and nationwide support. We
are pleased to offer the following comments for changes that we believe are necessary to
maximize the potential opportunities for conservation that CSP can achieve:

|. Fundamental Program Changes Needed

1. Provide nationwide, continuous enrollment. Drop watershed sdection and limited Sgnup
periods

Offering the CSP to a watershed only once in an eight or more year cycle poses staggering
problems. Farmers will not perceive a need to learn about CSP until their watershed is
announced, then they will only have a few weeks to learn the new program, consder ther
options, and go through the urgent application process. Encouraging preparation for CSP
eigibility is a hard sdl when the actua opportunity may be many years down the road. Thereis
virtudly no time for afarmer to plan and commit to new practices during the hectic sgnup.

For NRCS gtaff and Technica Service Providers, the chdlengeis even greater. Staff in sdlected
watersheds must be trained for a totaly new program in a matter of weeks, drop everything to
help confused farmers enroll during a tight time period, and then mogt likely never get to use
their knowledge again for nearly another decade. Rumors of differing interpretations of rules and
digibility are common -- and dmost predictable given inexperienced teff.

While the use of watersheds could theoreticaly promote real solutions to identified watershed
problems, the CSP in practice has made no connection to actuad watershed planning or
implementation that might be on going — there Smply is not time to consult loca resource
organizations or modify CSP guiddines.

Nationwide continuous enrollment would alow for better watershed collaboration amongst al
resource conservation partners, and turn what are now perceived as enrollment barriers into
conservation motivators. Farmers could learn about CSP when it meets their schedule, not the
needs of the bureaucracy. They could determine what they need to do to earn the highest
consarvation rewards, and get their records and new practices in place before applying. CSP
enrollment would then truly motivate and reward the best land care each farmer is willing to
perform — without putting him or her through a stressful application process seemingly designed
to disqudify for any little infraction, with consegquences lasting up to adecade. With nationwide
continuous enrollment, staff could be thoroughly trained and build on their knowledge over time.
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If NRCS decides to retain the priority watershed approach, then the watersheds must be
sdlected at least a year in advance. Signup periods should last at least 120 days and should
take place over the winter months.

2. Help farmers meet enrollment sandards. Don't turn them away.

The high enrollment standards for conservation set by NRCS in the CSP are laudable — but
farmers should be dlowed to meet those standards in the first year of their CSP contract.

Alternatively, if nationwide, continuous enrollment was available, the high enrollment standards
could be retained, adlowing farmers to do what is necessary to meet the enrollment standards
and then immediately apply for a CSP contract.

3. Restore full payments to farmers.

NRCS has designed the CSP rules to reduce every dement of farmer payments from what
Congress decreed. The rules have gone too far in reducing payments a the same time that
environmental performance and accountability have been srengthened. CSP is supposed to
reward the best and motivate the rest with financial rewards — up to the very modest
cap of $45,000 for top of the line Tier 3 operations. At atimewhen commodity payments
skyrocket into the millions per farm in some cases, and even the President’s controversa
proposed commodity caps are at a quarter million dollars per farmer, why does USDA want to
pinch payments for superb conservation that benefits al Americans?

Caps on enhancement payments should be diminated, aong with the varigble rates contained in
the latest rule version. The $10,000 cap on cogt-share for new practices should be diminated,
aong with the cut to the cost-sharerate. Maintenance payments for existing practices should be
restored as the law provided, reflecting a share of actual costs. Additionally, the per-acre
stewardship payment cuts should be eiminated, because the law already provides
reasonable caps on this element of the payment. All of the above are subject to the
absolute caps in the law of $20,000, $35,000 and $45,000 for Tier 1, 2, and 3 and therefore
the payment dements need not be minimized.

We see the payment reductions as miserly in an dready under-funded conservation program
that, ironically, many USDA and other agriculture leaders herdd as the future venue for farm
income support.

Il. Specific Program Changes Needed:

1. Enhancement payments
Vaidble enhancement payments for exising conservation practices should be
eiminated. This newly added provison punishes famers who are dready doing
excelent practices by phasing out their payments. Perversdly, it encourages farmersto
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delay enhancements to the second or later years of the contract in order to secure fixed
payments.

While it is good that the USDA-imposed, regulatory per-acre payment cap was
removed in this verson of the rule, it is gill important to dso remove the cgp on
enhancement payments, now set in the rule at $13,750, $21,875, and $28,125 for Tiers
[, 1, and Il respectively. Why discourage farmers from employing more
enhancement practices up to their total contract cap, as long as those
enhancementsresult in strong environmental outcomes?

The lig of dlowed enhancements should be greatly enlarged, especidly to reward
resource conserving crop rotations and al the other purposes enumerated in the CSP
law. These are the heart and soul of CSP because they reward the very best
conservation systems and simulate additions of new practices and thus increase net
consarvation gans.

Enhancement payments should be st a the vaue of the conservation benefit to society,
rather than at adoption costs.

2. New Practices and Conservation Planning
The $10,000 one time limit for cost share should be increased, or the cap eliminated
atogether. The fact that no new practices were included in 2004 contracts indicates a
severe problem; new practices represent net gains in conservation benefits and
should be an integral part of CSP. While EQIP may be available, it involves another
st of applications and paperwork, and there are dready enormous application
backlogs in that competitive program.
The cost share rate for beginning and limited resource farmers should be raised to the
full 90% allowed by the law. For everyone else, the cost share rate should be raised to
75% dlowed by law, or the county EQIP rate for the same practice, not 50% as
provided in therule.
The brief list of new practices alowed is overly redtrictive and should be expanded to
the entire range of practices in the Filed Office Technical Guide that are rdevant to the
resource protection and enhancement goas of theindividua farm.

3. Eligibility Barriers

- As mentioned above, high enrollment standards for conservation set by NRCS are
laudable — but farmers should be alowed to meet those standards in the first year of
their CSP contract. Instead of a barrier to entry into CSP, such standards should
become the requirement of the first year of a CSP contract. The end result would be
the same on the land, and farmers would fed encouraged instead of rejected.
Cropland farmers who might have excellent conservation but don't hgppen to
have current soil test records are banned from CSPuntil their watershed comes up
again. Farmers should be adlowed to get soil tests a gpplication, to prove they are
meseting water quality and nutrient management standards.
The rules severdly discriminate againgt farmers with pasture.  If they have not used
rotational grazed paddocks they are kept out of CSP. Of course, rotationd grazing is
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an excdlent production sysem and should be rewarded with enhancement payments.
However it is not the only way to prove excellent conservation on pasturelands. Proper
forage-animd baance to prevent overgrazing, and proper timing of grazing are perfectly
acceptable methods of pasture management.  The rule should dlow pasture
management without rotations. Given that the perennid cover of pasture is inherently
better for the environment than annua row crops, it is ludicrous to keep pasture farmers
out of CSP.

Even though the law aready requires Tier 111 farms to address dl resources of concern
gpplicable to the operation incuding water quaity and wildlife, the rule now adds a
specific digibility barrier before enrollment in Tier 111 tha dl riparian corridors on the
farm mugt be buffered to provide water qudity and habitat. A farmdready meeting
resource management standards without riparian buffers should not be kept out of Tier
[1l. Riparian buffers should instead be encouraged and rewarded with cost-share and
enhancement payments, as the law provides.

4. Exiging Practices

The CSP rule ignores the intent of the law on this payment eement. Instead of paying
75% of actud maintenance codts of exigting practices — the one eement that financidly
would have rewarded historic good conservationists — the rule adds on a 25% bonus to
per-acre stewardship payments. In effect everyone gets asimilar payment based on the
gze and vaue of their farmland with no reference to what they were investing dl dong in
conservation maintenance. Instead, NRCS should use estimates of maintenance costs
aready calculated and pay 75% to enrolled farmers.

5. Enrollment Categories

- Enrollment categories should be eiminated because the gtatute prohibits ranking of
eligible applications. Instead, strict performance standards and quality criteria should be
the “brake’ used to keep enrollment matched to available funding.
If enrollment categories are retained, Tier 2 and 3 gpplications should be ranked on the
category of their best acres, not their worst acres asthe rule is used now. Asit stands,
Tier 1 goplications have an unfair advantage of being enrolled on the basis of their best
acres no matter how small, while Tier 2 and 3 gpplications are ranked lower on the
basis of their worst acres even if they congtitute asmal portion of the farm.

6. Stewardshlp Payments
Remove the reduction factors of 15, 25, and 40% per tier for per-acre stewardship
payments. The law dready set an gppropriate payment reduction factor, and more
importantly includes reasonable caps of $10,000, $17,500 or $22,500 per tier on this
payment eement, which taken together adequately control this payment factor.

7. Technica asssance funding at 15%
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NRCS should retain 15% of the full value of CSP contracts over the 5-10 yearsto pay
for gaff and implementation costs in the enrollment year, as the Ew alows. Instead,
NRCS has only kept 15% of the current year's payments, thereby cresting their own
problem of tight funds for implementation.

8. Tier 11 Additional Resource Concern

- The law requires a Tier 1l fam to address one additiond loca resource concern,
beyond soil and water qudity. The new rule says the locd watershed will identify this
additional resource concern. Further, if that concern is not gpplicable to the farm then
that farmer does not have to add a resource concern a al. Therule should require
the farmer select a relevant additional resource concern of the farmer’s choice,
with encouragement but not a requirement that they address a list of locally
identified concerns.

9. Resource Conserving Crop Rotations

- The amended Interim Fina Rule gill does not adequately address the importance of
providing incentives for Resource Conserving Crop Rotations that include legumes,
grasses, smal grains, and other perennia covers. Resource Conserving Crop Rotations
were specificaly mentioned in the CSP gtatute and should be included in the rules as a
rewarded practice. Resource Conserving Crop Rotations should be required,
where applicable, as part of a management plan for all Tier [II CSP contracts.
The NRCS needs to update its Field Office Technica Guide practice standards to
include a new standard that reflects a true resource-conserving rotation as defined in the
CSP rules. The current Conservation Crop Rotation practice standard is not adequate
for the CSP definition.

10. Enhancement- Energy Management:

- The Minnesota Project strongly supports CSP enhancement payments for on-farm
energy management that promotes the use of energy providing net environmenta
benefits, and with afocus on gpplication to the highest sustainable use.

New energy generation should be evauated for itsimpact on water, soil and ar qudity,
wildife and fam divergty. Any new renewable energy projects should be evaluated
based on their net energy baance: more energy should be produced than is consumed
during the production of the energy source. Ladtly, but most importantly, on-farm
energy efficiency and energy conservation should be the highest priority for efficiently
reducing current energy consumption and generation from non-renewable energy
sources. Energy conservation and energy efficiency are dso the cheapest, quickest and
mogt efficient sources of new energy.

11. Nationa Organic Program (NOP):
In the 2004 CSP Interim Find Rule, the NRCS announced that it would be “ generating
acrosswak between the regulatory NOP practices and the NRCS FOTG practices.”
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The CSPisaprogram that can benefit organic growers, but because of ther traditiond
lack of involvement in federal conservation programs organic growers are dl too often
unaware of the differences between organic agriculture and conservation agriculture.,
We dill look forward to the NRCS * clear mechanism for coordinating participation in
the NOP and CSP,” that the Find Rule preamble hopefully will contain.

12. Developing Indices for Performance-Based Environmental Outcomes
NRCS must ensure that their assessment tools, digibility requirements and enhancement
payments reflect the additiona positive outcomes of conservation-based perennia
cropping Systems versus conservation-based annual row-cropping systems.

13. Enralling pos-CRP lands in CSP

Asland in the Consarvation Reserve Program comes out of retirement, whether due to
an early-out provision, expirtion of the ten-year contract, or at the end of a contract
extenson, it should be offered a specid opportunity to enroll in CSP.  The nation can
retain its invesment in conservation benefits by rewarding the farmer with CSP
payments for retaining excellent conservation practices, including retention of permanent
vegetation cover, while the farmer adds grazing or other production activities that do not
disurb the soil. Whether pasture, forest, wetlands, orchards, or other types of
perennid vegetation -- CSP would adlow complementary production of livestock and
other products (if the landowner so chooses) while prohibiting plowing up the soils for
row crop production. We would predict that the vast mgority would introduce some
type of livestock in amanaged grazing system.

Any famer or rancher whose land is coming out of CRP should be digible for
enrollment in CSP for a certain window of time, for example, two years. The post-CRP
opportunity would be offered no matter what watershed they are located in, or what
sgnup periods and watersheds are scheduled for the genera public.

The land operator must have a long-term arrangement with the landowner, as required
for CSP. Post-CRP farmers and ranchers should develop a Conservation Security Plan
for thar land with the assstance of NRCS, as was origindly envisoned for dl CSP
contracts. This plan should spdll out the conservation practices of the land when it was
in CRP, identify those that will be retained, and describe whét is planned for converson
to working lands, as well as exiging and planned enhancement activities. Rules should
be modified as necessary to recognize the fact that the land was retired and some
requirements would not be necessary. For example, two years of soil tests could be
waived if no soil amendments were gpplied. A commitment to meet standards that
would be required for the new livestock or other enterprises in the first few years of the
contract would be spelled out. Payments would be caculated the same as dl CSP
contracts, alowing for stepping up in tiers and increasing payments as new practices are
incorporated. Every state NRCS should develop a team of CSP dtaff who can assst
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post-CRP farmers wherever they are located to apply for and enroll in CSP. These
farmers could be required to assemble their information and complete the CSP seif-
assessment workbook to begin the process. State conservationists should be able to
edtimate the numbers of potentid customers, plan adequate staff, and actively promote
the CSP option to those landowners coming out of CRP.

We thank you for the opportunity to submit our comments on the Amended Interim Find Rule
for the Conservation Security Program. The Minnesota Project strongly supports the
Conservation Security Program, and we look forward to the publication of aFind Rule that
addresses the concerns that we have described in these comments.

Sincerdly,

Loni Kemp Michagl McGrath
Senior Policy Andyst Agriculture Policy Specidist
RR 1 Box 81B RR 2 Box 2101
Canton, MN. 55922 Lanesboro, MN. 55949
507-743-8300 507-467-3576
Ikemp@mnproject.org mmcgrath@mnproject.org
Myron Just Tim Giesske

78 E.-Tenth ., Suite 2504 40322 541% Ave.

St. Paul, MN 55101 New Ulm, MN 56073
651-245-1736 507-359-1889
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