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For years, producers have made conservation improvements on farm land that
addressed erosion issues. These plans
were built on recommendations and soil
loss calculations done by the NRCS.
With the news release printed on page
two many of us may find that our farms
may no longer be in compliance and that
our federal program benefits might be in
jeopardy.
The new rule deals with rills and
ephemeral gully erosion. The definition of
an ephemeral gully is defined as small
channels eroded by concentrated flow
that can be easily filled by normal tillage,
only to reform again in the same location
by additional runoff. After the rains over
the last two weeks these areas are visible
in every field that I have seen. Over the
next year, we will all need to be educated
on these new definitions and see how
NRCS precedes in enforcing these new
rules.
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Conservation Compliance Change Requires Treating Ephemeral Gully Erosion
on Highly Erodible Land
COLUMBIA, MO – Missouri famers who participate in USDA programs will be required to provide
additional control of ephemeral gully erosion on their highly erodible fields, State Conservationist J.R. Flores
said.
Ephemeral gullies are the smaller ditches in fields that farmers often smooth with a disc before planting crops. Flores, who heads the USDA’s Natural Resources Conservation Service (NRCS) in Missouri, said
that previously, compliance was not an issue when fields contained only small areas of ephemeral gully erosion.
He said the change is in response to a recent Office of Inspector General (OIG) report comparing
compliance review procedures in several states. OIG recommended modifications to NRCS’ compliance review procedures to provide more consistency across the nation. Thus, Missouri NRCS will be making adjustments during this year’s compliance reviews that might impact farmers.
Since the passage of the 1985 Farm Bill, farmers have been required to control erosion on fields that
are classified as highly erodible. Each spring, NRCS conducts compliance reviews on a random selection of
highly erodible fields to determine if erosion has been adequately controlled.
“Affected farmers will need to consider installing additional conservation practices to better control
ephemeral gully erosion,” Flores said.
Kim Viers, acting State Executive Director of the USDA’s Farm Service Agency (FSA) said a noncompliance ruling can affect benefits that farmers receive from USDA agencies in a number of ways.
“Programs such as Agriculture Risk Coverage (ARC) and Price Loss Coverage (PLC), Conservation
Reserve Program (CRP) and FSA disaster programs all require producers to be in compliance with Highly
Erodible Land and Wetland Conservation requirements,” Viers said.
Flores said NRCS employees will work closely with farmers to help them meet erosion-control requirements. He added that farmers will not be expected to complete these changes immediately. If erosion
control issues are identified during this spring’s compliance reviews, producers will be given time to make
adjustments and install needed conservation practices. Typical practices used to control ephemeral gullies
include no-till farming, cover crops, grassed waterways, and terraces.
Flores said Missouri NRCS offers financial assistance to help farmers install or implement conservation practices across the state. Landowners can sign up for voluntary Farm Bill conservation programs on a
continual basis.
Flores stressed the importance for farmers to meet these erosion control requirements so they will
remain eligible for Farm Bill program benefits, including federal crop insurance premium subsidies. He said
NRCS staff will be available to help farmers identify where ephemeral erosion is or may occur, and then assist them with applying the conservation practices that best fit their farming operations.
For more information, contact NRCS at the USDA Service Center serving your county.
USDA is an equal opportunity provider, employer and lender.
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Precision Ag Opportunities
Agriculture has moved from horse drawn
plows and steam powered thrashing machines to large tractors, combines, chemicals, and GMO seed hybrids. Precision
Ag is the next one on the list. Everyday
systems at the core of agriculture are
running through a Precision Ag model,
automating what was once a human process.
This movement presents a truly unique
opportunity. Today many growers have
precision Ag technology in their equipment and on their farms. Approximately
60% of tillable land in the USA incorporates Precision Ag technology according
to the Crop Life Institution and the number is growing. This offers a unique opportunity to collaborate and be a part of
this growing trend. Undoubtedly, the people in a position of knowledge, experience and trust will lead the adoption of its
use in Crop Insurance.
Part of taking on a crop insurance policy
involves communicating your field data to
the insurance company, a process accomplished through reporting. Farmers
are required to provide an annual report
outlining the acreage planted and yield
produced over the previous year to ensure they meet the stipulations in their
policy.
While it’s important for farmers to have
protection from crop loss, crop insurance
reporting can be a time-consuming and
tedious process. Sifting through records
and manually filling out forms takes time
that could be better spent in other areas.
In this age of automated technology,

there’s a solution. Precision Agriculture
software takes the data collected by your
GPS display and easily translates it into
a variety of acreage and production reports. Rather than reporting by hand, this
software does all of the heavy lifting for
both of us. With Precision Farming software, we can create reports to fulfill insurance reporting requirements with a
click of a button.
Crop insurance agents have long been
positioned as the most “trusted advisor”
with private grower data. The next step is
for growers to trust their crop insurance
agent with their Precision Ag data as
well. Growers already provide agents
with sensitive personal information and
adding Precision Ag services to that existing relationship is a natural and economical fit that will benefit the grower, as
well as the agent, both now and into the
future.
The process involved for us here at Gibson Insurance Group is fairly simple.
First what we need for the grower to
have some type of data recording monitor in your cab such as John Deere 2600
or 2630, Case IH pro 600 or 700, Ag
Leader, Precision Planting, Fieldview etc.
If you use one of these monitors you will
need to make sure you label your farms
and fields correctly, so once we take the
planting or yield files off your monitors/
cloud we will be able to process the data
easily. Once we get the files from the
grower we then can put the files into our
mapping system and it will automatically
upload your fields into our system exactly
how you planted your fields. It will show
the field and farm names, the crop planted and the acres planted. It’s a seamless
process that not only makes our job easier but also makes acreage reporting for
the grower as easy as handing us a usb
stick.
— This article was written by Shane Myers, our newest sub-agent in Troy, MO.
Shane is a precision agriculture professional and we are excited about all the
knowledge he brings to our agency. —
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2017 SPRING
Price Guarantees
Corn
- $3.96
Soybeans - $10.19
Milo
$3.83

IMPORTANT
DEADLINE
If you are a first time
farmer and have
signed a waiver for the
2017 crop year you

MUST apply for an AD
-1026 at your local
FSA office by

JUNE 1, 2017
to be eligible for any
premium subsides for
2018 crop year.

Attention
RCIS Policyholders
RCIS has updated their
producer portal to allow
policyholders to:




View and print their
maps right from
their computer
View and print various documents
Digitally sign claim
documents
To sign up go to
RCIS.com

If you have any questions or need help
please call the office.

Page 4

Crop Insurance 2017

Your Calves Are Getting Ready….Are You?
There is a lot of information being published daily on the web for ag producers.
Some of it, well a lot of it, is just repeating what another article has already stated but sometimes we will come across
something that is quite interesting.
Recently we found an article posted on
one of the services that we subscribe to
that we thought would be helpful for our
producers. It illustrates how the Livestock Risk Protection program can help

cattlemen maximize the earning potential
of their cattle operation.
This article was originally printed on
April 6, 2017. While the numbers quoted
in the article may not reflect current prices, it does reflect the importance of managing price risk regardless of current
pricing. This article has been reprinted
by permission from the author.

Managing Market Risk for Fall Calf Sales
By Jay Parsons, Department of Agricultural Economics, University of Nebraska-Lincoln
Hopefully, your spring calving season has gone well, the grass is greening up nicely, and you are looking
forward to a good production season this year. Now is a good time to think about your marketing plans for
the calves you expect to be selling this fall. Maintaining and updating a marketing plan brings discipline to
the marketing process that is often rewarded in challenging market environments like the one we are currently experiencing.
What does success look like in a marketing plan? We generally judge success in a marketing plan based
upon what could have been. What price did we receive versus what price could we have received if we had
done things differently. Rarely do our decisions lead to getting the absolutely best price possible so we are
often left with feelings of regret because we could have done better.
However, judging your marketing decisions after the fact based only off of what happened isn’t exactly fair.
You should judge success based upon how well the marketing plan helped you achieve your marketing
goals. And, your marketing goals need to be more than just getting the highest price possible because that is
not a realistic expectation and most of us would like to manage some risk with our marketing decisions.
What are some goals you might want to set for your marketing plans this year? Current Chicago Mercantile
Exchange (CME) futures prices for October feeder cattle are just over $127 per hundredweight (cwt.). This is
about a $13 per cwt. less than it was a year ago at this time. Historically, how accurate are spring forecasts
for October feeder cattle prices? Table 1 (http://go.unl.edu/j28u) would suggest “not very.”

The current CME Feeder Cattle cash settlement index is around $130.50 per cwt. If that also turned out to be
the settlement price at the end of October, it would be just under $3 higher than the current futures price contract for October. That would be near the four year average we see in Table 1 but it would also be the first
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(continued from page 4)

time since 2013 that any one year has been close to that average. Markets are risky and uncertain which is
why we need a plan to address it.
At this point, the market is down and inventories are up compared to a few years ago. Most of this information
is already priced into the market place. Marketing plans should be concerned with limiting potential downside
risk but also leave open the possibility of benefitting from potential upside movements in the market. Put options and Livestock Risk Protection (LRP) insurance contracts are two tools might be used to implement marketing plans to this effect.
Table 2 (http://go.unl.edu/dfzp) shows how LRP Feeder Cattle insurance contracts would have performed for
Steers Weight 1 from 2013-2016. In this example, roughly half of the upward price movement in 2013 and
93% of the upward price movement in 2014 are captured in the bottom line for each of those years after subtracting off the LRP premium payment. Meanwhile, roughly half of the downward price movement in the bad
years in 2015 and 2016 is mitigated by the net LRP effect.

As Figure 1 (http://go.unl.edu/c8x3) shows, in an upward moving market using LRP and put options will cost
a little bit of money but still allow capture of most of the benefit involved with an upward movement in the
market place. In a downward moving market, using these tools will cushion the fall.
Currently, the LRP Expected Price Index Value
for mid-October Steers Weight 1 is $140.94. A
producer can insure up to 93.91% of that price or
$132.36 for $3.83 per cwt. That would give the
producer a net floor on the national price of
$128.53. If protection at this level is a marketing
goal, this should be one of the options to consider. The protection will cost you the premium but if
prices move up, you will still be able to capture
much of the upswing. However, most people
don’t expect that to happen yet this year. The
question is how much of the downside risk are
you willing to accept given your current cash flow
situation and cost of production.
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Plan While You Can

THE STATEMENTS CONTAINED IN THIS PAMPHLET
ARE FOR INFORMATIONAL PURPOSES ONLY AND
DO NOT CONSTITUTE AN INTERPRETATION OF THE
TERMS AND CONDITIONS OF ANY INSURANCE
POLICY. NOTHING CONTAINED HEREIN WAIVES,
VARIES OR ALTERS ANY TERM OR CONDITION OF
ANY INSURANCE POLICY. ELIGIBILITY FOR COVERAGE, ENTITLEMENT TO AN INDEMNITY AND
LIABILITY FOR PREMIUM MAY VARY. PLEASE REVIEW
YOUR INSURANCE POLICY TO DETERMINE WHICH
TERMS AND CONDITIONS ARE APPLICABLE TO YOU
Non-Discrimination Statement
Non-Discrimination Policy
The U.S. Department of Agriculture (USDA) prohibits
discrimination against its customers, employees, and
applicants for employment on the bases of race, color,
national origin, age, disability, sex, gender identity, religion,
reprisal, and where applicable, political beliefs, marital
status, familial or parental status, sexual orientation, or all
or part of an individual's income is derived from any public
assistance program, or protected genetic information in
employment or in any program or activity conducted or
funded by the Department. (Not all prohibited bases will
apply to all programs and/or employment activities.)

by Elyse Hartley

First, allow me to introduce myself. My
name is Elyse Hartley (Gibson) and I am
the daughter of Dean Gibson. I am a
practicing estate planning and elder law
attorney in the Springfield, Missouri area.
Dad asked me to write a short column
this month highlighting the importance of
planning ahead to protect your livelihood,
your family farm.
Often it is useful to learn from the mistakes of others. The following story is a
case that will be ongoing for many years
to come, but is one that could be completely prevented with the right planning.
Like many of our readers, Mr. B was a
hard working Missouri farmer. Since
1985, he had diligently grown soybeans
and corn. In addition, he tended to 80
head of cattle. Several years ago, Mr. B
had gone through a divorce, but he was
back to enjoying his life. He had lots of
friends and was always willing to help
out his neighbors when they called. He
was proud of his son for recently graduating with his Master’s Degree and starting his career. Mr. B’s son still helped on
the farm occasionally, and planned to
return to the family farm someday.
Mr. B’s circumstances changed after
he was involved in a single car accident
one night last spring. He survived, but
was placed into a medically induced coma. Mr. B’s doctors declared him incapacitated and unable to make medical or
financial decisions on his own. There
was no way that he was going to be
ready in just a few short weeks for planting season. Mr. B relied on his farm income. Cattle needed to be sold and
crops needed to get in the ground. Mr.
B’s son called us in a panic. Because Mr.
B had not taken steps to prepare for this
scenario, we were forced to petition the
court for Guardianship and Conservatorship over Mr. B so that someone could
make decisions on his behalf. Because
Mr. B’s farm was not in a trust and Mr. B
had not designated anyone to serve as
his agent under a Durable Power of Attorney document, every single decision
about Mr. B’s farm operations had to be

made by the court appointed guardian
and conservator and approved by the
judge. As you can imagine, this has become very costly. The judge required a
hearing just to approve the purchases at
the local MFA for fertilizer. Last year
alone, the court fees and attorney’s fees
totaled in the tens of thousands of dollars. Farm assets had to be sold to pay
the bills. In addition, the farm suffered. Mr. B’s son had a difficult year.
He had to spend so much time trying to
sort out the mess that the farm was in as
well as deal with the emotional stress of
having an incapacitated father. Mr. B’s
doctors have given him encouraging
news recently, but he still is unable to
manage the farm alone.
For significantly less money, Mr. B
could have met with an estate planning
attorney ahead of time and prepared for
a situation like this. I recognize that it is
not enjoyable to prepare for a scenario
like the one I just described, but it is a
gift for your family and for the next generation of your family farm if you do.
There are several things that Mr. B
could have done to prevent his current
situation- like executing Durable Powers
of Attorney, a Revocable Living Trust, or
setting up an LLC or a corporation. Every
person’s scenario is different and a solution for one farmer may not work for another, so it is important to consult with an
estate planning attorney to figure out
what documents best meet your needs.
I appreciate the opportunity to share
this story with you and I hope that it
makes you consider the steps you need
to take to protect your farm. Please
watch for this column in upcoming issues
of the newsletter where I plan to go into
more detail on ways you can prepare
your farm and family for the future.
The materials contained in this column have been prepared by Elyse
Hartley for informational purposes only. These materials are not
intended to constitute advertising, solicitation, or legal advice, and
does not create an attorney-client relationship between Elyse Hartley and you. Elyse Hartley assumes no responsibility for the accuracy or timeliness of any information provided. The reader should not
act or refrain from acting based upon the information contained in
this column. Elyse Hartley expressly disclaims all liability with respect to actions taken or not taken in reliance on any or all of the
content of this column. The choice of a lawyer is an important
decision and should not be based solely upon advertisements.
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Often Missed Tax Strategies & Opportunities - Part 1
by Bobby Medlin, CPA
Farm and ranch taxation contains many unique circumstances and opportunities that
are not available to other industries. Often, tax professionals who are not familiar
with these agricultural tax specialties give advice and prepare tax returns for farmers
and ranchers resulting in missed opportunities that cost the agricultural taxpayer
thousands and tens of thousands of tax.
One of the opportunities often overlooked is that of the Domestic Production Activities Deduction or DPAD. Several years ago Congress created a deduction of 9% of
profit for any taxpayer that produces a product within the United States. Crop farmers and livestock producers alike produce commodities that allow the DPAD to be
used. DPAD is an adjustment to income on page one of Form 1040 for individual
taxpayers and is a deduction for corporate taxpayers. S Corporations and partnerships can take the deduction and pass it along to the shareholders and partners on
Schedule K-1. DPAD is limited to the lesser of 9% of the production net income or
50% of W2 wages paid out by the enterprise.
9% of profit at the top federal and state tax rates creates a reduction in tax rate of
over 4%. This measure is surprisingly often overlooked.
Another tax-saving opportunity that is often missed for farmers and ranchers is Income Averaging. Income Averaging allows farm income of individual taxpayers to
be averaged over the tax brackets of the last three years for the taxpayer. Using the
current year taxable income, a farmer or rancher can lift out of current year taxable
income any amount they choose, up to the amount that is from farming or ranching,
and drop one-third of the amount onto each of the last three years’ tax brackets and
refigure that prior year tax. The increase in tax is then added to the current year tax.
The current year tax is calculated using the chosen amount of taxable income after
the agricultural income has been lifted out.
The provision allows farmers and ranchers with rising incomes to not be hit with
higher tax brackets. Further, for future tax years, income averaging is calculated
using the new lower taxable income of each year that income has been lifted from.
For that reason, anyone that has agricultural income, including from sale of equipment, sale of breeding stock, and farm wages from an S Corporation, should use
income averaging even if it doesn’t save current year tax. Doing so frees up
amounts in the lower brackets for future averaging.
Both DPAD and income averaging can be used on amended returns. If you haven’t
used either strategy, there may still be time to get your tax returns reviewed to see if
you have overpaid your taxes. The government may owe you back some of the
cash that was drained out of your operation by taxes.
Bobby Medlin, CPA is the founding partner of Bobby Medlin CPA Group and specializes in agricultural and agribusiness taxation. bmedlin@bobbymedlincpa.com
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