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Purpose

Chapter 1 - General

Data collected in the Agricultural Resource Management Survey (ARMS) isthe
primary source of information to the U.S. Department of Agriculture on abroad
range of issues about agricultural resource use and costs, and farm sector
financid conditions. The ARMS isthe only source of information available for
objective evauation of many critical issues related to agriculture and the rura
€conomy.

The ARMS design isintentiondly flexible to address policy relevant to resource
use or financia issues and topics of current interest. For example, commodity
versons are rotated every 5-6 years to focus on resource use and production
cogts for specific commodities.

Data Collection Phases

Annualy the ARMS collects production practices and cost of production dataon
sdected commodities. The ARMS aso collects detailed whole farm financia
information from a representative sample of farms and ranches across the
country. To accomplish this, the ARMS is conducted in three data collection
phases. In many ways, the three phases can be viewed operationdly as
independent surveys. However, the power of the ARMS design isthe data
between phases are related and can be combined and analyzed as described
above.

Theinitid phase, (Phase I), conducted from May through July, collects generd
farm data such as crops grown, livestock inventory, and value of sdles. Phase |
data are used to qudify (or screen) farms for the other phases.

The second phase (Phase 11), is conducted from September through December.
This phase collects data associated with agricultura production practices,
resource use, and variable costs of production for specific commodities.

Thefind phase (Phase I11), which isthe focus of this manud, is conducted from
February through April. Phase 1l collects whole farm finance and operator
characterigtics information.
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Respondents sampled for the Production Practices and Costs Report (PPCR) in
Phase |1 will be asked to complete a Phase 111 report to obtain financid,
resource use, and cost of production data for the entire operation. It isvita that
both the Phase Il and Phase 111 questionnaires be completed for these
operations. Data from both phases provide the link between agricultura
resource use and farm financid conditions. Thisis a cornerstone of the ARMS
desgn.

Uses of ARMS Data

Farm organizations, commodity groups, agribusiness, Congress, and the USDA
use information from ARMS to evauate the financid performance of farmv/ranch
businesses and to make policy decisions affecting agriculture.

Specificdly, the ARMS;

o gathersinformation about relationships among agriculturd production,
resources, and the environment. ARMS data provide the necessary
background information to support evaluations of these rdationships. The
data are used to understand the rlevant factorsin producing high quality
food and fiber products while maintaining the long term viahility of the
natural resource base.

» determineswhat it cogtsto produce various crop and livestock
commodities, and the relative importance of various production expense
items.

o hdpsdetermine net farm income and provides data on the financia Stuation
of farm and ranch businesses, including the amount of debt. ARMS data
provide the only nationd perspective on the annud changesin the financid
conditions of production agriculture.

e  providesthe farm sector portion of the Gross Domestic Product (GDP) for
the Nation. If ARMS data were not available, the Bureau of Economic
Andyss (BEA) would have to conduct their own survey of farm operators
to collect this data.

o hdpsdetermine the characteristics and financia Situation of agricultura
producers and their households, including information on management
drategies and off-farm income.

In generd, farmers benefit from ARMS data indirectly. They see the information
through contact with extension advisors, in reportsissued by State colleges and
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universities, in farm magazines, newspapers, and on radio or TV broadcasts.
Most respondents probably do not redlize the data come from the ARMS.

Farm/Ranch Income

Collecting farm/ranch production and expense data to develop an estimate of net
farm income each year is necessary because both receipts and production
expenses change as production and prices change and as farmers/ranchers use
more or less of inputs such asfertilizers or chemicals. Since farmers/ranchers buy
mogt of their inputs, data must be collected every year to obtain accurate
edimates of annual expenses.

Throughout the year, the prices farmers receive for their commodities changein
response to weather and any number of economic and other national or
internationa events. The ARMS data are used daily to describe the impact these
changes have on the financid hedth of different types and Szes of agricultura
operations. The ARMS isthe only national source of data available to evauae
and respond to these kinds of information needs.

Drought, flood, hail, insects or outbreaks of disease may impact specific
geographic areas while the rest of the country is unaffected. Therefore, itis
important to monitor the hedth of the agriculturad economy by region, aswdl as
by size and type of operation.

Numerous requests to USDA’ s Economic Research Service (ERS) are made
from Congress throughout the year to characterize the financial position of
various groups of farmers. ARMS data are the only means of answering many of
these questions.

The USDA links receipts and expenses associated with the production and sale
of agricultural commodities to measure profit or loss over a cdendar year. Two
measuresof NET farm income are developed. Firdt, anet cash income measure
shows the difference between the cash earnings and expenses of the operation.
Second, the estimate of net cash income is adjusted to show how depreciation
and changes in the operation's crop and livestock inventory affect earnings.

Components of grossincome, such as net rent recelved and custom or machine
work, dso change annualy as cash and share rents adjust in response to market
conditions or government programs. Custom work and machine hire are directly
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affected by westher and other natura events which are unpredictable. These
income items are measured through the ARMS.

ERS publishes farm income estimates monthly in the Agricultura Outlook
meagazine and in the quarterly report on Agricultural Income Stuetion and
Outlook, both of which are available by subscription. Summaries are available
free of charge on the Internet.

Cost of Production

Congressond mandates exist for the development of annual estimates of the cost
of producing wheet, feed grains, cotton, tobacco and dairy commodities.

To ensure accurate and reliable estimates, a comprehensive survey is needed to
obtain data on production practices and the amounts of inputs used. Etimates of
crop and livestock costs and returns provide abasis for understanding changesin
the relative efficiency of crop and livestock production and the bresk-even prices
needed to cover dl costs. The ARMS provides the data needed to develop
"enterprise’ budgets showing costs and input use by size and type of famin
different regions of the country. An"enterprisg” isthe portion of a operation's
resources devoted to producing a specific commodity.

Many operations have more than one enterprise, such as awhesat enterprise and
abeef cattle enterprise. Enterprise inputs include machine operations, fertilizer,
labor (both paid and unpaid), and irrigetion.

The ARMS is designed so the whole farm production expenses, crop and
livestock receipts, and organizationd characteristics may be andyzed dong with
the individua enterprise costs of production.

Balance Sheets

Responses to ARM S questions about farm assets and debts are used to develop
abaance sheet for the farm as well asto provide a variety of financid ratios for
use in measuring financid performance.

Changesin the leve of income earned affect rates of return and net worth.
Purchases and sales of assets such as buildings, machinery and land, changesin
their value, and any associated debt are very senstive to changes in farm earnings
and economic performance aswell asto changesin the generd economy. The
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bal ance sheet can change rapidly from one year to the next and can be
adequately monitored only through data collected on an on-going basis.

Bdance sheet andysis helpsidentify areas of poor financia performance and
pockets of potentia financid stress. The ARMS provides the data necessary to
develop annual estimates of the farm operation's assets, debts, equity, capital
gains, capital flows, and the rates of return to agricultura resources, and to
determine how these items (and farm household finances) change from one year
to the next.

Financial Situation

Annud information from the ARMS on receipts, expenses, debts and assats is
needed to evauate the financid condition of farm businesses. The Office of the
Secretary of Agriculture, Congress, agricultura groups, and the public look to
NASS and ERS for reliable, up-to-date information on the financid performance
of farmg/ranches by size, type and region.

Financid condition andyses involves the ability of an operation to pay hills as
they comedue. The ahility of afarm businessto meet financia obligations
depends on the amount of debt owed by the farm and the amount of cash
receipts and other income available to meet mortgage, interest and other
obligations of the farm. Being able to pay operating costs and the interest and
principa due on debts can change very rapidly because of drought, flood or
other circumstances. With ARMS data, the extent and seriousness of financia
problems facing farmers are assessed, including the likely consequences of
recurring financia stress.

The 2002 Farm Bill includes a provison for USDA to provide areport on the
effects that payments under production flexibility contracts and market loss

ass stance payments have had, and that direct payments and counter-cyclica
payments are likely to have, on the economic viahility of producers and farming
infrastructure not later that 80 days after the date of the enactment of the act.
Beyond this report, each year agricultura policy makers and other interested
parties are concerned about the financia well being of the agricultura sector,
farms, and farm households and whether farm programs are providing the level of
support as expected during times of need. Also of concern is whether or not
program benefits are fairly distributed according to need by farm sze, fam
gpecidization, and farm production region. ARMS dataiis used by ERS to
address these and other issues.
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Operator Household's Situation

Farm operators and their households are of specid interest for policy purposes
because they incur nearly dl of the risks of farming and are directly impacted by
government agriculturd policies.

Mog farmsin the U.S. are organized dong the traditiond lines of one family, or
one extended family, operating the farm. However, the largest producing farms
are often operated by several partners or shareholders, each of whom recelvesa
share of the profit (or loss) of the business. In addition, the mgority of fams are
small and, on average, lose money. Households operating smdl farmsrely
heavily on off-farm income. Thus, it is necessary to understand the complex

rel ationships between the farm business and the farm household and between
farm work and off-farm work to accurately describe U.S. agriculture today.

Farm/ranch operators and their households do not depend solely on income from
the farm/ranch business. Off-farm work is critica to the financia well-being of
many farm households. Past surveys have shown that:

e 90 percent of dl farm households have at least one member who
receives some off-farm income.

e 60 percent of al farm households had a member who earned income
from off-farm wages or sdary.

« morethan haf of farm operators have a non-farm occupation as their
magjor occupation.

o only 20 percent of farm operator households received more income
from the farm than off the farm.

» theaverage household income of farm operatorsis Smilar to the
average income for dl U.S. households.

Policy makers need to know that large numbers of farm households rely on off-
farm employment. Local current economic conditions, coupled with the
geographic isolation that often exists, pose serious obstacles for the farm
household which would like to maintain its farm lifestyle by earning more sable
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off-farm income. The ARMS isthe only nationd data source that providesthe
type of information necessary to study these non-traditiona financia conditions of
farmers,

Use of ARMS Data for Parity Prices

ARMS information on farm expenses describes the relative importance of
production inputs used by farmers. These data are used to update the prices
paid index for commodities, services, interest, taxes and wage rates, known as
the parity index. Thisindex helps determine the parity price for over 100
agricultural commodiities.

Parity prices have been a part of farm legidation for over 50 years. 1n 1938, the
Agriculturd Adjustment Act established that parity prices be computed for
agricultural commodities.

Publication of ARMS Data

It isimpossible for amarket to operate efficiently without access to accurate and
timdy information. Aswith al USDA reports, everyone, from the smallest
farmer to the largest agribusiness firm, has free and equa access to the results
from thissurvey. This access to information dlows farmersto stay on equa
footing with agribusiness firms and others who market agricultural commodities.

New technologies make accessng information much easier and available to
more people than ever before. Many farmers now have a computer and may
access these data on the Internet. Internet accessis dso available at many public
libraries. Reports and tables usng ARMS data can be downloaded from the
NASS and ERS World Wide Web home pages on the Internet.

The NASS home page addressis. http: //www.usda.gov/nass
The ERS home page addressis.  http: //mwww.ers.usda.gov

NASS publishes two reports from ARMS. Thefirst oneis caled Agricultura
Chemical Usage - Field Crops. This report, from data collected in the 2003
ARMS Phase 11, will be released in May 2004. The second report is the Farm
Production Expenditures. The report, complied from the 2003 ARMS Phase |11
will berdeasad in July 2004. Thisreport will show expenditures for the U.S,
10 farm production regions, 7 U.S. economic saes classes, and U.S. crop and
livestock farms. Mot State offices use information from these two reportsin
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preparing publications for their State.

ERS prepares severd date, regiond, and national reports using ARMS data.
These reports show operating and financid characterigtics by type of farm, and
by income and debt/asset categories. The reports are available to NASS State
Officesto include in State rel eases.

ERS publishes numerous reports usng ARMS dataiincluding:

Annua Report to Congress on the Status of Family Farms

Farm Operating and Financia Characterigtics

U.S. “Commodity” Production Costs and Returns

The Economic Wel-Being of Farm Operator Households

Productivity & Efficiency Stigtics

Financia Parformance of U.S. Farm Business

Farm Business Economic Report

Farmers Use of Marketing and Production Contracts

ARMS expense, income and financid data are used in the Farm Business
Economics Report publication which includes the State and Nationd financia
summary and costs of production.

ARMS data are also used to develop USDA's quarterly Agricultura Income and
Finance Situation and Outlook report.
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Chapter 2 - Terms and Definitions

Enumerators working on the ARMS Phase 111 should be familiar with the
definitions of the terms ligted below. To gain the mogt benefit from training,
enumerators should review the definitions of these terms before attending the
State training workshop. The Appendix A of the “ Interviewer's Manual”
contains definitions of each of the terms below. A revised “NASS Terms and
Definitions” was published in June, 2003 and should be provided by the State

office.

Economic and Cost of Production Terminology

accounting, accrua
accounting, cash
acreage base

acreage, digible contract

acreage, contract
acreage, noncontract

agricultura commodity
agricultura production

animd unit (AU)

animd unit month (AUM)

aquaculture
aeasample
assessed vaue
assessments
assets

auction pool

bal ance sheet
barrel (bbl)
base acreage
BLM

borrowing capacity

cal back
carryover

cash receipts
cattle on shares

check-off

commisson charges

commodity

commodity, contract

Commodity Credit Corporation
(CCC)

confidentidity

Conservation Reserve Program
(CRP)

consarving use

contract

contract, delayed pricing

contract, forward

contract, marketing

contract, production

contract sde

contractee

contractor

Cooperative State Research,
Education, and Extension
Service
(CSREES)

corporation

cost of production

cover crop

cropland

crop rotation
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aull

date, due

date, malling
date, reference
date, release
editing

EIN

Environmenta Qudlity Incentives
Program (EQIP)

equity
estate
expenditure

expenses, capita

expenses, operating
expenses, production

fdlow

farm

farm, contract
farm, corporate
farm, inditutiond
farm, noncontract
farmstead

Farm Service Agency (FSA)
Federd Agriculture Improvement
and Reform (FAIR) Act

depreciation
direct sdes
discount
double crop
drip irrigation

government program land

grazing land association, public  or
indugtrid (PIGA)

grazing dlotment

grazing association

grazing fee

greenhouse

grossvaue

harvested acres

hay

hedging

herbicide

hired manager
household
hundredweight (cwt)

ideland
implement
improvements
inaccessible

feeder income, gross farm
fertilizer income, net cash farm
fidd income, net farm
financid hedth income, non-farm
finish income, off-farm
fla input
flexibility contract, 7-year production input provider
flexibility contract
forage landlord
forward pricing landlord, non-operator
free-of-charge landlord, operator
fringe benefits lighility
futures market liquidity
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loan, marketing
loan, marketing assistance
|oan, nonrecourse

market vaue
military time

Natural Resources Conservation
Service (NRCYS)

net worth

nonresponse

nursery

oilseed crops
on feed

operating arrangement
(1) individua
(2) managed
(3) partnership
operator
orchard
out-of-business

partner

pasture

patronage refund
payment, advanced
payment, cost-share
payment, disaster
payment, find

payment, incentive
payment, loan deficiency
payment, trangtion
payment limitations
payment quantity
payment yidd

pesticide

planting flexibility

pick your own (U-Pick)

power-take-off (PTO)
premium

primary name

processor

production expenses
production flexibility contract
production flexibility contract
payment

guestionnaire

rangelands
ratio, debt-asset
ratio, parity

red estate
refusa

rent

rent, cash

rent, share
respondent
retired

sdary

sample, lig

sample, multi-frame
sample, probability
sampling frame
sampling unit
secondary name
seed

sharecropper
shrinkage

and| grans

solar energy
sold-out

solvency

Straw

subsidy

urvey

survey period
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survey, datisicaly defensble woodland
work, agricultura
tenant work, contract
work, custom
wages work, service
water rights worker
wetlands
Wetland Reserve Program (WRP) yardage
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Chapter 3 - Survey Procedures

This chapter provides an overview of the questionnaire and other materids for
the ARMS Phase [11, and generd guiddinesfor collecting data. Administrative
meatters are covered in the NASDA Employee Handbook.

Survey Materials
Y ou will receive the following from your State Office:

»  Copiesof pre-survey publicity materids mailed to each respondent.

*  Quedtionnaires with labds identifying the assigned operations.

»  Extraquedtionnaires without labels.

*  Respondent Booklets containing code tables and a burden statement.

*  Supplements and Inserts for questionnaires you are assigned.

»  Envdopesfor maling completed questionnaires.

*  Severd copiesof NAS-011 (Time, Mileage and Expense Sheset) and
enve opes for mailing them.

o (Other materids may aso be provided by your State Office.)

Y ou should have these materials on hand:

* Interviewer's Manua

»  Highway and/or street maps

* Black lead pencils

* Nametag

*  NASDA Identification Card

NASDA Employee Handbook

»  Bdl point pen for completing NAS-011
» Cdculator

* Clipboard
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Questionnaire Versions

Five questionnaire versons will be used in the 2003 ARMS Phase 1. The
Costs and Returns Report (CRR), Verson 1, will beused in dl states except
Alaskaand Hawaii. Eleven states (CA, ID, MN, MT, ND, PA, SD, UT, WA,
WI, and WY) will complete the Version 2, Barley Costs and Returns Report.
Twelve states (AL, AZ, AR, CA, GA, LA, MS, MO, NC, SC, TN, and TX)
will complete the Version 3, Cotton Costs and Returns Report. Seven states
(CO, KS, MO, NE, OK, SD, and TX) will complete the Version 4, Sorghum
Costs and Returns Report.

Version Calor
V1 Costs and Returns Report (CRR) White
V2 Barley Cogts and Returns Report Tan

V3 Cotton Costs and Returns Report Buff
V4 Sorghum Costs and Returns Report Canary
V5 Core Green

Versons 1,2,3 & 4 have aFace Page which identifies the selected operator and
partners. Pre-screening of respondents was done during Phase | for versions 2,
3& 4. A screening form is not printed in the questionnaire, but can be
downloaded from the NA SSnet and printed as needed. Screening is discussed
in Chapter 4 of this manud.

Respondent Booklets

The purpose of the Respondent Booklet isto help the respondents in answering
the questions. Respondent Booklets contain information respondents need to
reference when answering some survey questions, such as Code Lists and more
detall on someitems. In many cases, this information does not gppear in the
questionnaire. Using the Respondent Booklets can prevent confusion and save
interview time.

The respondent may need help in becoming familiar with how to use the booklet.
Take aminute and help familiarize the respondent with how to use the booklet.
Thiswill make the interview go more smoothly.

Some ligts in the Respondent Booklet are there to et the respondents know what
types of items we are looking for in response to certain questions. For example,
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the ligt of “Other Farm Assats’ helps the respondent understand dl of the items
he should consider when answering the question.

Respondent Burden

Y ou will reduce the reporting burden on the respondent if you are thoroughly
familiar with the questionnaire and ingructions. Follow go to indructions
carefully to avoid asking questions needlesdy. If no go to ingtructions gppear
after an item, continue with the next item.

Also be aware of the estimate of average completion time in the burden
datement for each verson. Depending on the version, thisfigure is ether the
actua average time from previousinterviews or what NASS and the Office of
Management and Budget (OMB) think the average completion time will be. The
OMB isan agency that is required to review and gpprove al surveys conducted
by the federal government.

At the end of theinterview, cdl the respondent's attention to the Burden
Statement on the Respondent Booklet.

Entering Data

Use ablack lead pencil to record data and make notes; never useink on a
questionnaire. Make dl entries clear and easy to read. Entriesin check boxes
and item code boxes must be entirely insde the boxes.

Record responses in the unit required (such as acres, bushels or dollars). If a
respondent gives an answer in adifferent unit, write the answer outside the
printed box, convert it to the required unit, and record the converted datain the
box. If the answer is"none’, enter adash, not a zero (unless ingructions indicate
to enter a pecific code to indicate none or zero, such aswhen using Vaue
Codes).

Record data to the nearest whole number, unless adecima point is printed in the
box. Locate numbers correctly in relation to decimd points, and fill in every
gpace printed after the decimd. Use zeros asfill when answers are not given to
as many decimd places as required, or are given in whole numbers.
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If answers appear unreasonable but redlly are correct, make notes in the margins,
or notes pages to explain. Do not write notes or make unnecessary entriesin
answer boxes.

Planning Your Work

The operator or operation name, mailing address and identification number are
on the questionnaire label, dong with any other information the State Office has
thet might be helpful.

Mark the location of each operation assigned to you on a map before you begin
the survey. Show the location by asmal circle with the ID number or target
operator name (or operation name) written beside it. Use this map to plan your
daly travel; thiswill help keep travel expenses down and save time.

Y ou may need to ask Pogt Office staff or Farm Service Agency (FSA)
employees for directions to some operations. Try to do thisearly in the survey o
you can put the information on your map as soon as possible. Tell your
supervisory enumerator (or the State Office if that iswhat you are instructed to
do) about any operator whose home or office you cannot locate.

Interviewing

Interview the farm operator, if possible, because information collected from other
people often isless accurate. However, if the operator says someone eseis
more knowledgesble, interview that person.

The ARMS Phase 1 is very detailed which requires the mgority of interviewsto
be completed in person. It isadvisableto cal or visit each respondent early in
the survey period to setup an gppointment to complete the interview at their
convenience. During thisinitia contact, explain the survey purpose and
importance, the scope of the interview, and that it will be necessary for them to
have their farm records available during the actud interview.

If the operator will not be available before the survey is over, try to interview
someone who iswell informed about the operation. A partner, family member or
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hired person may know enough about the aspects of the farm operation covered
in the questionnaire to give you the information needed.

The NASS rule-of-thumb is to make up to three vidts (the firg vigt plus two call
backs) if necessary, to get an interview. If you have an agppointment or
information from a neighbor on when to try to reach the operator, obvioudy you
should return then. If not, make each vigt a a different time of the day.

Respondents often ask how long the interview will take. Never contradict the
burden statement; however, it is okay to add to it. For example, you might say
something like this "The officid nationwide average for this survey is 90 minutes,
but theinterviews | have done in this area averaged about __ minutes.” Be honest
about the average time, even if your interviews are averaging longer than the time
edimate in the burden statement.

Put the respondent at ease about time and burden. Respondents are often not
experts about their own finances and may not have their records in order.
Because you know the survey questions well, you will be able to help farmers
find mogt of the information in their books or records. Make sure they
undergtand you are hdping them find the answers, not quizzing them on their
records. Y our expert knowledge of this survey will hep minimize their effort
while maximizing the qudlity of the data collected.

Encourage respondents to have their farm records at hand. If records are used,
accurate information will be readily available and answering will teke less
interviewing time.

Always begin by reading questions exactly asthey are worded in the
questionnaire. 'Y ou may aso use any optiona wording or explanations printed in
the questionnaire. If the respondent till does not understand, or asks you to
explan, then use what you learned in training and information from this manud to
explain what is needed.

Ask questions in the order they appear in the questionnaire. Do not skip any
questions unlessingtructions dlow you to do so. Sometimes respondents will
volunteer information you need later in the interview. When you get to a question
the respondent aready answered, take the opportunity to verify the information.
Say something like, “1 think you told me this earlier, but let me be sure | got it
right.” And then ask the question. This shows the respondent you were paying
atention earlier and that you want to get thingsright.
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Sometimes you will need to probe in order to get an adequate answer to a
guestion. 'Y ou should probe when:

»  therespondent cannot answer the question,

* theanswer isnot exact enough to record,

» theanswer may beincorrect because it does not fit with information
already obtained, or

»  you think the respondent did not understand the question.

The purpose of probing isto verify unusud data or to correct misreported data.
Be careful when you phrase your probing questions that you do not influence the
respondent’ s answers. Probes should be “neutral”. That is, they should not
suggest one answer over another. In fact, al questions should be asked in a
neutral manner. Do not say things like, “What do | mean by marketing
contracts? Oh, you must not have had any, did you?'. Instead, say, “During
2003, did this operation have any livestock marketing contracts for livestock
rased?’.

In another example, if arespondent tells you an expense is between two
amounts, such as, “Oh, | guess the total was between two and three hundred
dollars,” you should ask, “Would you say it was closer to $200 or $300, or what
amount exactly?’. Probing is especiadly important early in the interview when the
respondent is ‘learning’ from you what leve of effort and accuracy areided. If
you fail to probe, you may be suggesting that good answers are not needed.

Strike a balance between motivating the respondent to search out sound numbers
and taxing the respondent to account for every nickel. Probes should adso be
“non-threatening.” Be careful you do not gppear to be questioning or chalenging
the respondent’ s answers. Do not say, “That can't beright! You just said you
had 20 pigs, S0 your vet expense couldn’'t have been that high!”. Instead, say,
“Earlier you said that you had 20 pigs in 2003. Can you tdl me why your vet
expenses were o0 high?’. And then make notes of the respondent’ s answer.

Theimportance of good notes cannot be overemphasized. Notes are
especidly important when you find unusud Stuations or the respondent explains
why information that seemsincorrect actudly is correct. Good documentation
saves the gate office from having to re-contact the farmer to confirm the
accuracy of the data. Also write down any complicated calculations you make
to come up with an answer. These noteswill help the survey satistician
understand this operation when reviewing the questionnaire. Make sure the
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notes are clear and can beread. Never erase anote unlessitiswrong! Notes
can be the single most valuable editing tool available to the office
statistician.

After completing eech interview, be sure to review the questionnaire while the
interview is dill fresh in your mind:

» check dl the answers for correctness and completeness,
« double-check your caculations, and
» make sure your notes are legible and make sense.

Fiscal Year Versus Calendar Year

The questionnaires are designed to collect expenses and income for the calendar
year. However, some farm businesses keep their books on afisca year basis,
such as October 1 - September 30. In these cases, collect information for the
operation's 2003 fiscal year and make a note on the questionnaire indicating the
time period of the operation’ sfisca year.

Nonresponse

If an interview cannot be conducted, explain why on the questionnaire. Make a
note about whether the operation appears to be afarm and any other information
you think might be hepful to the State Office.

Most farmers are willing to cooperate on NASS surveys, but in every survey
some will refuse to do so0. The key to reducing the chances of getting refusalsis
to be courteous and friendly, but persistent. Most respondents will greet you with
basic questions about the survey. Be prepared to answer their questions
confidently and concisgly. Respondents will want to know what the survey is
about, how long it will take and why they should report. Y ou should develop
and practice an introduction with which you fed comfortable. 'Y our introduction
should explain the purpose of the survey, the need for accurate agricultura
datidtics, and the confidentidity of the data. Make use of materias on the survey
purpose provided a your State training workshop.

Above dl, do not become discouraged when you get arefusd. Stay in touch
with your supervisor. Continue to meet farm operators with ease, friendliness
and optimism as you contact other respondents in the sample.
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Supervision

Y our supervisory enumerator will set up an gppointment to meet with you early in
the survey. Thisvigt will help you get off to agood sart by spending some time
to review afew of the interviews you have completed. Hold al your completed
work until this review takes place unless you are ingtructed to do otherwise.

Y our supervisory enumerator, or someone from the State Office, will contact a
few of your respondents to conduct a qudity check. The quality check will verify
that you spoke with the person named in the questionnaire and that the
respondent understood the survey procedures.

Completed Questionnaires

Turn in your completed questionnaires according to the ingtructions you receive
from the State Office. If you think that under these procedures the last few
guestionnaires you complete might not reach the State Office before the find due
date, cal your supervisor.

Keep arecord of when you complete each questionnaire and when you passed it
on to your supervisor or mailed it to the State Office. Thiswill help the office
locate survey materidsif they are ddayed.
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Chapter 4 - Face Page and Screening

FACE PAGE

Introduction

Before gpproaching the farm operator, develop and practice an introduction with
which you are comfortable.  In the introduction include who you are, whom you
represent and the purpose of the survey. Become familiar with the information in
Chapter 1 of this manua and be prepared to answer general questions about the
survey.

During your introduction, be sure to remind the respondent that dl the data are
confidentia and used only in making dtate, regiona and nationa estimates. In
preparing for the interview, mention that using farm financid records (including
milk checks, co-op statements, FSA records, etc.) are extremely helpful. These
records do not have to be in perfect order to be useful. Make surethe
respondent knows you will be conducting severd of these interviews so you
know the questionnaire very well and will help them find the answers in whatever
records are available.

Often when making the initia contact on this survey, you are only setting up an
gppointment to complete the questionnaire at a later date. |f the State office has
included a Screening Supplement with a particular questionnaire it isbest to
completeit on thisfirst contact, because you may find out information about
the operation you need to discuss with the office. This procedure gives you
plenty of time to contact the office before doing the full interview. Account for
the screening time in notes so interview beginning or ending time can be adjusted
to more accurately reflect totd interview time.
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Screening Information Forms

This year, only the commodity specific sampled respondents had interviews
conducted to determine their status. Area frame records were screened during
the June Ag Survey. Records sampled for verson 1 and verson 5 are from the
List Frame and were screened from responses on the recently completed Census
of Agriculture. The State office will insert a Screening Information Form insde
the questionnaire with information collected during the screening phase interview.
The information on this form is used to help you make sure you are interviewing
the correct sampled operation.

The Information Form will have the following from Phase |, the
Census of Agriculture or the June Area Survey (Arearecords):

« Typeof Operation reported (individua, partnership, managed)
«  Who responded to the screening interview (operator, Spouse, etc)
»  How the data was obtained (mail, phone, field)

e ID number of the enumerator who completed the interview

Number of total acres and cropland acres reported in screening

The Information Form will aso have the following items from the Census of

Agriculture
o legd datus*
° @e*

«  year the operator began farming*
«  the number of individuds involved in the operation*
. w(*

e race*
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The six items marked with an “*” can be used during the ARMS interview in
Section K “Farm Operator and Household” of the core form or Section J“Farm
Operator” of the CRR. Here are the options you have:

* You can ask the question of the respondent, and compare their answer to
the same item on the Information Form. If there is a discrepancy, verify that
you have the correct answer.

* You can veify the information on the Information Form. For example, you
may ask “| have this operation’slegd status as an individua operation. Is
this correct?’

*  You canfill in thisinformation from the Information Form instead of asking
the questions.

After the survey, we will get your feedback on whether using this type of
information during the interview was ussful and/or helpful. We will aso ask
about the respondent’ s reaction to using this information.

In the future, we may use more information from previous data collections during
the interview to make it easer and less time consuming for the respondent.

Response Codes

Upon completion of the interview, enter the response code in cell 0910 on the
Face Page of the questionnaire. Response codes are;

Code 3 - COMPLETE: The questionnaireis complete. 'Y ou have obtained dl
of the data needed for the operation. Thisincludes List Frame records that
were out-of-business during dl of 2003 and Area Frame records that were mis-
classfied asfamsin June,

Code 5 - OUT-OF-SCOPE: The sdected operation is an indtitutiond farm and
therefore out-of-scope for ARMS. This code should be used for Indian
reservations, prison farms, private or university research farms, not-for-profit
farms operated by rdigious organizations, FFA farms, etc.

Do not use Code 5 for operations that are out-of-bus ness; these should be a
Code 3.
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Code 8 - REFUSAL : The respondent refused to cooperate or grant an
interview.

Code 9 - INACCESSIBLE / INCOMPLETE: The operator was not
available throughout the survey period; “inaccessible’. The State Office may dso
use this code if the respondent gave an interview but could not, or would not,
answer alot of the questions (incomplete questionnaire).

Beginning Time

Name, Add

Record the beginning time (military time) of the interview when the respondent
agrees to cooperate on the survey and you actudly gart the interview. Interview
times are used to find out how much respondent time we are using (as a measure
of respondent burden) in collecting data. We are trying to reduce interview times
as much as possible and il collect the high quality data that we need. Also, by
using different versons each year, we need to estimate their interview times since
we have no recent history.

ress, and Partners Verification -- LIST

Questionnaires will be pre-labeled with names and addresses. If the first line
(primary name line) of the labd after the identification number line has an
individua name (JOHN SMITH), thisis the target name, (unlessthe
OpDomStatusis 99). If thefirgt line contains a combination of individua names
(JOHN AND BILL SMITH) or an operation name (SMITH FARMS), then the
name on the next line (the secondary name line) isthe target name. If the
OpDomStatusis 99, then the operation named on the primary name lineisthe
target. When OpDomStatus= 99, the operation name is the key.

Remember: Thetarget name NEVER CHANGES. The person actually
oper ating the farm (the farm operator) may change, but the selected
target nameis alwaysthe person identified on the labdl.

The firgt thing you will do is verify the operator’s (or operation’s) name and
address, and the names and addresses of any known partners. If there are
partner labels, be sure the partner names and addresses are correct, and all
partners are listed. Mark through the names of any partners no longer involved
in the operation. Add the names and addresses of any partners who are not
listed.
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Area Frame Sampled Operations

All of the area frame samples selected for the ARMS were identified as farm
operators during the 2003 June Agriculturd Survey.

Inthe ARMS we are interested in the operation the way it existed on June 1, so
ignore any changes that have occurred in the operation since June 1. For
example, if the tract was individually operated in June and changed to a
partnership in September, collect data for the individua operation for the time it
existed (January through August). Do not collect any data for the partnership.
Collect data for the operation as it existed on June 1.

We know that by using this rule we will lose some data for those few farms or
ranches that were formed after June 1. However, there usudly are not very
many of these operations and they are generdly rdatively smdl. Therefore, they
would not have much impact on the overdl estimates from the survey

If you find out an error was made in June (the operating arrangement was
incorrectly identified), make notes to explain the error, but complete the
guestionnaire for the operation asit actually existed on June 1. If you have
time between your first contact with the respondent (when you find out the
June report was wrong) and your appointment to complete the ARMS
interview, call the State Office and let them ook up the corrected operating
arrangement. If it isoverlap with the List, you will not have to do an
interview.

Screening Box on Face Page

If aquestion or problem exists with the operation description information
collected during Phase |, the State Office will want you to complete the
Screening Supplement. This may be because the screening data were collected
from other than the operator on Phase I, or incomplete information was obtained
on Phasel.

If acode 1" has been entered in the Screening Box on the Face Page of the
questionnaire, the office will have included a Screening Supplement with the
questionnaire for you to complete for this operation.
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If the Screening Box is not coded, begin the interview with Section A.

Completing the Screening Supplement

[tem 1

[tem 2

Farm operations in each state were sampled for the ARM S based on List Frame
information about crop acresge, livestock inventory, and an estimated gross
vaue of farm sales. Agri-business firms and agriculturd services that do not have
crops or livestock of their own should have been excluded from the sample, but it
is possible some records were misclassified. Screening questions determine the
digibility of the sdlected name for this survey.

Ingtitutional farms such as prison farms, private or university research farms, not-
for-profit farms operated by religious organizations, and Indian reservetions are
out-of-scope for ARMS and should be excluded from the survey. If your
assignment includes any of these farms, notify your supervisor or the survey
datidtician.

If an operation was in business during part of 2003 but went out of business
during the year, complete a questionnaire for the part of the year during
which the operation did business. If the operation was taken over by another
operator or operation when it went out of business, make anote of this. This
note should include a name, address, phone number and any other pertinent
information.

Other Operation Name

Even though you have dreedy verified the label, you need to ask thisitem to
detect duplication and make sure the List is up-to-date. Indicate if this name
should appear on the labd in the future.

Crops, Livestock or Poultry

Check YES if the operation grew any crops (field crops, fruit/nut crops,
vegetables, oilseeds, speciaty crops, hay, etc.) or had cattle, hogs, sheep,
poultry or other livestock during 2003 on the total acres operated. If YES, go to
item 6. If NO, continue with item 3.

For an operation to qualify as growing acrop, it must have made the decisions
on planting, caring for and harvesting the crop.

January 2004
Page 406



2003 Agricultural Resource Management Survey
Phase Il - Interviewer's Manual

[tem 3

Include: fied crops, fruit and nut crops, vegetables, mushrooms, flowers,

nursery stock, greenhouse crops, hay, Christmas trees, etc.

Exclude  home gardens and crops received in 2003 as payment for land

rented to someone dse.

This screening question would aso be checked YES if the target name had any
livestock or poultry, regardiess of ownership, on the total acres operated at any
time during 2003.

Include:

1

2)

al cattle, hogs, sheep, equine, goats, chickens, turkeys, ducks, geese, bees,
rabbits, mink or other fur bearing animas, and fish that are raised
commercialy or for home consumption. FFA and 4-H livestock projects
should also be included.

operations that have five or more pleasure horses and no other agricultural
items.

Exclude:

1

2)

3)

operations that have ONLY FOUR OR LESS pleasure horses, and any
number of other animals kept only for pleasure use or as pets, but no other
agriculturd items.

horse boarding operations, riding stables, or race horse training operations
that do not have other agricultura items.

Slaughter or packing houses, auction barns, sockyards or order buyers.
These operations have livestock which are committed for daughter. The
presence of these livestock aone does not quadify an operation for the
urvey.

Salesof Agricultural Productsor Receipt of Government Agricultural
Payments

Include sales of crops, livestock, aguaculture and other products from the total
land in the operation. Include any government payments received under the 7-
year market trangition program, conservation programs, €tc.
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[tem 4

Item 5

[tem 6

This item should be answered NO when the respondent is alandlord who sold
agricultura products from or received government farm payments only for land
which was rented out.

If thisitem is checked YES, go to item 6.
If items 2 and 3 are both NO, continue with item 4.

Out-of-Business Deter mination

Thisitem determines if anyone eseis now operating the land formerly operated
by the target name on the Face Page. Ak thisitem only if the respondent
answered NO to questions 2 and 3. If another operation has taken over from
the target name on the labdl, record the name of the operator or operation now
operating the land.

Thisitem gives us information needed to update the List Frame when operations
have gone out-of-business. Record the name, address, and phone number (if
available) of the individua or operation now operating land that used to be
operated by the target name

If the respondent answers NO to this item, probe to determine what happened to
the land and make notes.

Enumerator Action

These indructions only apply in rare cases where the selected target nameis out-
of-business. If the answer to items 2 and 3 are both NO:

»  Onthe Screening Supplement, enter code *9' for the Reporting Unit in item
6 (cell 0921).

« (o to the Face Page of the questionnaire and enter code ‘3" in cell 0910.
«  Onthe Face Page of the questionnaire, enter code * 1" in cell 0006.

« Go to the Back Page of the questionnaire and complete the Respondent
Code, ending time, date, and enumerator |D information.

Decison-Maker For This Operation
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[tem 7

We are interested in how the operation was managed on a day-to-day basis.
We do not care what the legd definition of the operation is. Definitions of
individua, partnership, and managed land can be found in the Interviewer's
Manual. Landlord-tenant, cash-rent and share crop arrangements should not be
considered partnerships.

When an individua operation is reported, enter code “1". When apartnership is
reported, enter the number of partners. Include the person listed on the Face
Page and all of the other partners. If there are more than 5 total partners,
consder this amanaged operation and enter acode “8".  When a hired manager
iS reported, enter code “8".

Other Operations

Thisis a screening question to find out if the target name made day-to-day
decisonsfor any other operationsin 2003. Each additiond (non-managed)
operation must be listed or verified on the back side of the Screening
Supplement. The information collected on the Screening Supplement will be
used to update your State' s list sampling frame.

If the operator does not have other operations (Item 7 isNO)

If there were not any other operations, enter a“1" in item code box 0923, return
to the questionnaire and begin the interview.

If the operator has other operations (Item 7isYEYS)

Item 7a

Iltem 7b

Total Number of Operating Arrangements

Enter the TOTAL number of operating arrangements, INCLUDING THE
SAMPLED OPERATION LABELED ON THE FACE PAGE OF THE
QUESTIONNAIRE. Entering a“2" indicates the operator makes day-to-day
decisons for two operations (the one labeled on the Face page of the
guestionnaire and one additiona operation).

I dentifying Additional Operating Arrangements
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Item 7c

Special Situati

After entering the TOTAL number of operaing arrangementsin item 7a,
complete or verify the information for the second operation. If the operator had
athird operation, complete or verify the information on an additional Screening
Supplement for this operation. If the operation on the Face Pageis ill in
business, then you will complete the questionnaire for the operation named
on the Face Page of the questionnaire.

If the State Office dready knows about additiona operations associated with the
target name, there should be [abels for Operation 2 on the Screening
Supplement. There will be an additiond Screening Supplement for Operation 3,
if thereisathird operation. Verify that the target nameis dill involved with eech
of these operations. Also, there may be partner labels for any or al of these
operations. Verify the names and addresses of additiona operations and
partners associated with them. Mark out any operations the target name was not
associated with in 2003. I any partner names are not listed, add them with
complete name and address information.

If the target name isinvolved (either asindividud operator or as a partner) with
any other operations which are not listed on a Screening Supplement, record
these. In the partner space record the names of dl of the partners other than the
target name associated with each of the additiona operations.

Day-to-day Decisonsfor Additional Operations

For each of the additiona operations, check the appropriate box to explain how
the day-to-day decisons were made in 2003. We areinterested in how the
operation was managed on a day-to-day basis. We are not interested in the
legd definition of the operation.

ons - Managed Operations

Do not include any operation not dready listed for which the target nameisa
hired manager.

A specid Stuaion exigsif the operation on the Face Page of the questionnaireis
amanaged operation. If the target nameis il the hired manager, thereisno
problem; handle it as you would normally.

If the labdl for the operation on the Face Page is a managed operation and was
dill in businessin 2003 under a new hired manager, you will contact the new
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hired manager and collect data for the operation named on the Face Page. You
will dso need to contact the origina target name to verify the other operations
liged, and if that origindly selected target individua has any additiona operations
you will list them on one or more Screening Supplement(s).
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Chapter 5 - Completing the Questionnaire
Section A - Land in Farm/Ranch

Section Purpose
Section A hasthefallowing primary functions

@ to measure the total land operated,

2 to determine the tenure arrangements and whether farmers are
renting on ashare, cash, or rent-free bagis,

3 to account for rent paid on rented land,

4 to account for rent received on acres rented to others,

Acres of owned and rented land are used to determine the total size of the farm
under the operating arrangement identified on thelabel. Tota acres are one
measure of farm sze used in reports and andyses. Knowledge of how much land
is owned versus rented is the basis for studying farm tenure arrangements.

General Ingtructionsfor Items 1-5

Items 1-5 account for acres owned, acres rented from others, and acres rented
to others by this operation at any time during 2003. Answersfor these items are
reported to the nearest whole acre.

For operations that were in business for only apart of 2003, collect data for the
part of the year when it was il in operation. If the operation went out-of-
business before December 31, 2003, end-of-year inventory values for cropsin
storage or livestock should be zero when you ask about these later in the
interview. However, you will usualy find fairly large amounts of cash or other
assets such as land contracts due from sdles of farmland. Exclude data for the
part of the year that an operation was not in business including any income from
renting the operation to others after this operation went out-of-business.

Sometimes an operator has severa operating arrangements, such as an individud
operation and a partnership operation. We have sdected only one of the
operations, so be sure the questionnaire contains data only for the arrangement
identified on the labdl.
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[tem 1

INCLUDE:

(1)  dl cropland, the farmstead, government program land, idle land,
orchards, pasture, wasteland, wetland and woodland, regardless of
location, if the operator made the day-to-day decisionsfor that land
under the sdlected operating arrangement. Include land in another Sate
that is part of the operation (if the operator made the day-to-day
decisonsfor that land).

2 land worked by sharecroppers. Sharecropper operations are considered
part of the landowner's operation. A sharecropper is aworker who
furnishesONLY LABOR (his own and often hisfamily's) for a share of
the crop. Sharecroppers generally furnish no machinery, seed, fertilizer,
etc.

(3) adl land in the operation that is used by the operator's children for 4-H or
FFA projects, if the operation's equipment is used.

Acres Owned

Include dl cropland, the farmstead, government program land, idle land,
orchards, pasture land, wasteland and woodland. Include land that has the
potentia for growing crops or grazing livestock even if it was not used for
agricultural purposesin 2003.

Include dl land owned by the operation, the operator and/or partners, their
spouses or children. Include land held under title, purchase contract, homestead
law, or as part of an edtate (if someone associated with the operation is an heir or
trustee).

Exclude nonagriculturd land separate from the operation (such asland in
subdivisons, commercid buildings, timber, etc.) which is permanently out of
agriculturd use.

Sometimes you will find a Stuation where the oper ator (and/or partners) owns
the land but has set up the oper ation so that the land is rented to the operation.
Thisisdonefor tax and other financial benefits. When this occurs, do not include
the acres the operation rents from the operator as owned acres. Treat them as
you would acres rented from any other landlord, and be sure the amount of rent
paid is recorded.

If the operator (as alandlord to the operation) paid some of the expenses, you
should dso handle them the same as for any other landlord. Y ou will usudly have
to probe very carefully in these Situations.
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Item 2 (a,b,c,d) Acres Rented From Others

There are five categories of rented acres. cash rented acres with the payment
being afixed amount are recorded in item 2a, cash rented acres with the payment
being aflexible cash amount in 2b, share rented acres are recorded in item 2c,
and acres used rent-free are recorded in item 2d.

INCLUDE dl land rented from private individuas, partnerships, corporations,
federd, state or loca governments, Indian reservations, railroads, etc. if the
operation:

1) paid cash rent. (Items2a and 2b )

2 paid for use of the land with ashare of the crops (either sanding or
harvested). (Item 2¢)

(3)  pad for useof theland with a share of livestock production or paid a
combination of afixed cash payments plus some shared production.
(Item2c)

(4)  hedfreeuseof theland. (Item 2d)

EXCLUDE:

(1)  any land for which payment was made on a per head or an Animal Unit
Month (AUM) basis. Thisisland used as pasture for grazing livestock.

(20 land onwhich the respondent's livestock were fed under a contract (for
example, commercid feedlots).

(3)  shared livestock production that does not involve land rental.

Be sure you are getting the full number of rented acres from the respondent.
Farmersranchers often do not think the land they rent contains woods or
wadeland. Even though the farmer/rancher may not think about it thet way, the
landlord considers the whole parcel rented. Rent is usualy based on the number
of acres of cropland or pastureland.

If the renter was responsible for looking out for the owner's interest in the
woodland and/or wasteland, or had the right to cut firewood, hunt, etc. on the
acres, then these acres should be included as acres rented from others.
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[ltem 3

Item 4

AcresRented To Others

INCLUDE:

@

land this operation owned which was rented to another operation in 2003
for cash. Thisland should dso be included initem 1.

(2 landthis operation rented or leased from someone else but which it
subleased to another operation in 2003. This land must dso be included
in one of the categoriesin item 2.

(3)  landrented to others for which this operation received a specified amount
of the crop or livestock produced, a share of the crop or livestock
produced, or other non-cash compensation.

(4)  landthis operation let someone else use without ever intending to receive
payment (rent-free).

(5) pasture or grazing land rented out on a per acre basis.

(6) land owned but managed for afee or sdary by someone else.

EXCLUDE:

(1) landenrolled in Government programs for which this operation has
enrolled and makes day to day decisions (such as acres under
production flexibility contracts in the 7-year farm program, acresin the
Conservation Reserve Program, €tc.).

2 land worked by sharecroppers on this operating unit.

(3) land used by achild for 4-H or FFA projectsif the operation's equipment
was used.

(4)  land onwhich crops were grown under contract, if the land owner
furnished machinery or controlled the seeding, growing and harvest of the
crop.

(5) land used for pasturing someone else's livestock when payment was
made on a per head, fee, or AUM bass.

(6)  land onwhich the operator fed livestock under contract for someone else.

Total AcresOperated in 2003

The operation's totd farming/ranching operation isthe tota of items1 + 2a+ 2b
+2c+2d+ 2e-3. Veify thistota with the respondent because it is the basis
for therest of the interview. Be surethistotd includesdl cropland, the
farmstead, government program land, idle land, orchards, pasture, wasteland,
wetlands and woodland associated with this operation.
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Item 5

[tem 5a

Total Enrolled Acres

Acres Considered Cropland

Cropland is any tillable land currently in crop production or land that has
previoudy been tilled and used for crops and could be tilled again without
additiona improvements.

INCLUDE:

1.

Land in crop-pasture rotation and cropland used for pasture or grazing
during the current year.

2. Land in summer falow.

3. Idle cropland (no crops planted or harvested in current year).

4, Crop land diverted for government programs (including CRP), unlessthe
land is planted to trees.

5. Fruit orchards, vineyards, nut trees, and citrus groves.

6. Vegetables, melon crops, and other specidty food crops.

7. Nursery crops, turf grass, sod, and Christmas trees.

8. Land in hay crops, exclude wild hay.

0. Pastureland tilled in the past if the land could betilled again without first
clearing brush, trees, undergrowth, etc.

EXCLUDE:

1. Pasture and rangeland that has never been tilled.

2. Wild Hay land. Although thisis consdered acrop, wild grasses cut for
hay should not be included in acres of Cropland.

3. Government program acres planted to trees. These acres are woodland.

4. Woodland and Wasteland.
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[tem 5b

[tem 5b

Item 5c

[tem 5d

AcresEnraolled in CRP or CREP
V1only

Record the total number of acres the farm operation has enrolled in the
Conservation Reserve Program (CRP). The CRPisalong term (10-15 year)
cropland retirement program that provides incentives and assstance to farmers
and ranchers for establishing valuable conservetion practices that have a
beneficia impact on resources both on and off the farm. 1t encourages farmersto
voluntarily plant permanent covers of grass and trees on land that is subject to
erosion, where vegetation can improve water quality or provide food and habitat
for wildlife. The CRPisthe Federd Government's single largest environmenta
improvement program.

Also record the total number of acres the farm operation has enrolled in the
Conservation Reserve Enhancement Program (CREP). An offspring of the CRP,
CREP isavoluntary program for agriculturd landowners that focuses on
protecting particular resources within a state. Unique state and federa
partnerships dlow landowners to receive incentive payments for ingaling specific
conservation practices. Through the CREP, farmers can receive annud renta
payments and cost-share ass stance to establish long-term, resource conserving
coverson digibleland. The following 19 states currently have approved CREP
agreements. CA, DE, IL, IA, KY, MD, MI, MN, MO, NY, NC, ND, OH,
OR, PA, VT, VA, WA, and WI.

AcresEnrolled in CRP or WRP
V2V3\V4only

Include the number of acres that are either enrolled in the Consarvation Resarve
Program or the Wetlands Reserve Program.

AcresEnrolled in the Wetlands Reserve Program (WRP)

The WRP isavoluntary program that offers landowners financid incentives to
enhance wetlands in exchange for retiring margina agriculturd lands.

Acres Currently Farmed, but Formerly Enrolled

Report acres that are currently in farm production, but that are not included in
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[tem 5e

[tem 5f

Item 5g

[tem 5h

items 5b or 5c.

Acres Subject to a Farmland Preservation Easement

Record the total number of acres operated that are subject to afarmland
preservation easement. Farmland will be subject to a preservation easement if
the landowner has voluntarily agreed to sall the rights to develop his or her land.
Once the development rights (i.e., easement) are sold, a permanent restriction is
put on the deed to the parcel preventing development and non-agricultural use of
theland. The landowner retains ownership and dl other rights associated with the
land. Thelandowner may have sold the

development rights (i.e., easement) to a government agency in a " purchase of
development rights (PDR)" or "purchase of agricultura conservation easement
(PACE)" program, or to a private party in a"transfer of development rights’
program. [Note: In PDR or PACE programs, the price of development
rightsis typically estimated at the difference between the unrestricted
(market) value of the parcel and its restricted (agricultural) value as
determined by appraisals, or by easement valuation "point” systems. In
TDR programs, the price of development rights is negotiated between the
private party and the landowner.] The following states have state or localy
operated PDR, PACE and/or TDR programs. CA, CO, CT, DE, FL, ID, KY,
ME, MD, MA, MI, MN, MO, NH, NJ, NY, NC, PA, RI, UT, VT, VA, WA,
WI.

Landsthat were Zoned for Agriculture

Include acres that are specificaly zoned for agriculture purposes, including
voluntary agricultura digiricts and agricultura protection zones.

Acres Covered Under Federal or Other Crop Insurance

Of the tota acresin item 4, report the acres that were covered under federd,
private, or other form of crop insurance during 2003.

Acres Used to Raise Certified Organically Produced Crops

Of thetotal acresin item 4, report the acres harvested as certified organicaly
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produced crops. Certified organic crops are those that were certified by a
Federd, State, or private certification agency.

Item 6 Tillage Practices Used on the Operation

Item 6a No-till or Strip Till
No till farming is defined as The soil isleft undisturbed from harvest to planting.
Manting or drilling is accomplished in anarrow seedbed or dot created by disk
openers. Judicious use of herbicides may be used to provide crops a competitive
edge over weeds.

Item 6b Ridge-till
Ridge tillage resembles contemporary and traditiona cropping systemsin which
plants grow on a hill or bund. Cotton, for example, is often grown on ridges for
purposes of irrigation. In ridge tillage the ridges are a product of cultivation of the
previous crop and are not tilled out after harvest. The planter may remove part of
the ridge top, but before planting there is no tillage. This provides potentia
advantagesin soil conservation and weed management.

Item 6¢ Mulch-till
Mulch+till is managing the amount, orientation, and distribution of crop and other
plant residue on the soil surface year round while growing crops where the entire
fied surfaceistilled prior to the planting operation. Residueis partidly
incorporated using chisdls, sweeps, fied cultivators, or Smilar implements.

Item 6d Conventional-tillage
Tillage types that leave |less than 15 percent resdue cover after planting, or less
than 500 pounds per acre of smdl grain residue equivaent throughout the critica
wind eroson period. Generdly involves plowing or intengvetillage.

Item 7 Cropping Practices

Item 7a Planned Crop Rotation
Successve cultivation of different crops in a specified order on the same fields.
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[tem 7b

[ltem 8

[ltem 9

Item 10

Continuous Cropping Practice (3 yearsor more)

Growing acrop in apaticular fied for three years or more.  Example: Chrigmas
Trees.

Cash Rent Received for AcresRented To Others

Do not skip thisitem even if the operation rented no land out in 2003. The
operation may have received income in 2003 for land rented to others before
2003, or it may have even received a pre-payment of 2004 rent in 2003.

Including rent for land and/or buildings, record the total cash rent received during
2003 for all land rented to others for cash. If rent owed to the operation for
2002 was received in 2003, it should be included here. If rent for 2004 was
received in advance (in 2003), it should aso be included. Government payments
received in association with these acres should aso be included.

Value of Share Rent Received for Acres Rented To Others

Do not skip this item even if the operation did not share rent land out in 2003.
The operation may have received its share of 2002 commoditiesin 2003 for land
it rented to othersin 2002. Record the total value of the share of production
received by the operation plus the value of dl government payments received in
association with the share rented land.

If the operator (as alandlord) has received his share of the production, but has
not sold it yet, record the operator's best estimate of its market value, plusthe
amount received in government payments associated with the share rented land.

Be sure that commodities the operator gets in payment of share rent ARE NOT
INCLUDED in the sdles reported later in the questionnaire.

Cash Rent Paidfor Acres Rented From Others

Do not kip thisitem even if the operation did not share rent land out in 2003.
The operation may have received its share of 2002 commaoditiesin 2003 for land
it rented to othersin 2002. Record the total vaue of the share of production
received by the operation plus the value of dl government payments received in
association with the share rented land.
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If the operator (as alandlord) has received his share of the production, but has
not sold it yet, record the operator's best estimate of its market value, plusthe
amount received in government payments associated with the share rented land.

Be sure that commodities the operator gets in payment of share rent ARE NOT
INCLUDED in the sales reported later in the questionnaire.
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[tem 10

Cash Rent Paidfor AcresRented From Others

Including rent for land and/or buildings, record the total amount paid in 2003 to
dl landlords for cash rented acreage. Ask this question even if no land was
rented in 2003. Why? The operation may have paid rent for 2002 or 2004 in
2003. If we skip this question just because the operation did not rent any land in
2003, we miss previous year’ s rent paid in 2003, or 2004 rent paid in advance in
2003. If an operation had more than one cash rental arrangement, the sum of all
the individua rents should be recorded.

For crops such as tobacco and peanuts, quotas or adlotments may be rented with
or without associated land. The rent, if any, associated with the renta of the land,
should be included in thisitem.

Exclude any government payments landlords received from these acres. These
payments should be recorded in Section 15, item 7.

ltems11 & 1la Usage fees Paid for AUM basis on Public land

(Mostly found in Arizona, Cdifornia, Colorado, Idaho, Montana, Nebraska,
Nevada, New Mexico, North Dakota, Oklahoma, Oregon, South Dakota,
Texas, Utah, Washington, and Wyoming)

Item 11 is a screening question to determine if the operation uses public, industrial
or grazing association land rented on an AUM bads. Thisisusudly controlled by
the Bureau of Land Management (BLM), the Forest Service (FS), Bureau of
Indian Affairs (BIA) or by grazing associations, energy companies, timber
companies or railroads. If the operation does not use this type of land, check
NO and go to item 12. If the operation does use this type of land, check YES
and continue with item 11a

Initem 11a, include expenses for use of public land, industrid land or grazing
associaion land associated with arange grazing area (dlotment or unit). Include
al expensesfor any year, aslong as they were paid in 2003.

EXCLUDE expenses for use of land controlled by private individuas or
partnerships even if the operator reports livestock were pastured on an AUM
bass on this land (this expense should be recorded in item 12).
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Item 12

Item 13

If the operation owned (or rented from others) land which was administered on
an exchange-of-use basi's, these acres should be reported as owned in

item 1 and as acres rented to othersin item 3.
Amount Paid for Pasturing Livestock on Private Land

Excluding contract arrangements, record the total amount paid in 2003 for
pasturing or grazing livestock on privately owned land on afee per-head (AUM),
gain, or other basis.

EXCLUDE expenses for pasturing or grazing livestock on public land. These
expenses should be recorded in item 11a

Type of Operation

For this question, make sure the respondent refers to the list of Farm Type Codes
in the Respondent Booklet. Ask the respondent to select the category which
represents the largest portion of this operation’s 2003 gross income.

Government payments should be distributed among the categories according to
the type of program in which the operator participated.

When the respondent reports that sales for two of the categories are equd, ask
which group is more important and is the primary production activity.

Operations primarily engaged in producing short-term woody crops should be
counted as farms and classified in “Nursery, Greenhouse, and Floriculture”’
category. Short-term woody crops are softwood trees (hybrid poplar,
cottonwoods and pines) reaching maturity in 10 years or less and typicdly are
used for paper production.

A farm primarily engaged in raising dairy heifersfor herd replacementsis
classfied as a“Beef Cattle’ operation because no milk or dairy products are
being produced.
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Section B - Acreage and Production

Acreage and production reported for crops are used to develop estimates of the
vaue of crops produced. Thisinformation isaso important to determine the
types of crops grown. For example, are farms diversifying by growing a more
varied mix of commodities.

Survey expansions of harvested acreage and production are compared with
officia NASS edimates at regiond and nationd levels to measure how well the
ARMS 1l sample coversthe U.S. farm population.

To avoid double counting crop and livestock value of production, the quantity of
hay, grain, and other commodities produced and used on the farm must be
subtracted out of total production. For example, grain fed to livestock would be
reflected in the vaue of livestock production rather than grain production.

To determine the operation’ s correct share of income, we need to know the
quantity or value of what was given to landlords in return for land rentas. Without
good estimates of landlord shares in estimating gross rents, farmers net income
would be overstated.

Item 1 Crop Acreage and Production

General Ingtructions

This section accounts for dl crops harvested on the selected operation in 2003.
All harvested acreage figures should be rounded to the nearest whole acre,
except potatoes and tobacco which are reported to the nearest tenth of an acre.
Totd production must be reported in the unit pre-printed on the questionnaire.

For operations that were in business for only apart of 2003, collect data for the
part of the year when they were operating.

Column 1 Crop
Most mgjor field crops are reported in this section. The questions for crops
adways rdate to the totd acresin this operation recorded in Section A, item 5.
Include al crops harvested from these acres, but exclude any crops harvested
from land rented or leased to others or worked on shares by othersin 2003.
January 2004
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This column identifies the crops harvested on this operation in 2003. The crops
are divided into four categories. Field Crops, Smdl Grains, Hay Crops, and
Other Crops. Within each category, crops of interest are indicated. These may
be specific crops, such as Corn for grain, or more generd, such as Nursery and
Greenhouse Crops.

To ensure proper and complete reporting, for each item listed, ask the
respondent, “During 2003, did you harvest any [crop] on the total acres (Section
A, item 4) in this operation?’.

Commodity Specific Ingtructions

Fidd Crops

Corn

Cotton

Peanuts

Potatoes

The acres of corn harvested for grain, seed, silage, or greenchop are to be
reported for al states. Corn harvested for seed should be included as corn
harvested for grain. Do not report field corn or sweet corn hogged-off asa
harvested crop.

Exclude
(@) Sweet corn should be included, depending on usage, in elther Vegetables

for Processing or All Other Vegetables and Meons.
2 Popcorn should be included in All Other Crops.

Record al types of cotton harvested. If cotton was grownin a"skip" row
pattern, count only the land harvested for cotton, excluding the skip row acreage.
Include only peanuts harvested for nuts.

Exclude peanuts cut for hay; record as Hay, All Other.

Record potato acreage to the nearest tenth of an acre.
Exclude

(@) Potatoes produced for home consumption.
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Rice

Sorghum

Soybeans

Tobacco

2 Sweset potatoes should beincluded in All Other Crops.

Include only short, medium, and long grain varieties. Brown rice and wild rice
should be reported as All Other Crops. If rice was harvested twice from the
same planted acreage (a ratoon crop), count the acreage only once.

Exclude sorghum-sudan crosses harvested for hay; record as Hay, All Other.

Record only soybeans harvested for beans.
Exclude soybeans cut for hay; record as Hay, All Other.
Record al types of tobacco harvested in 2003. Record tobacco acreage to the

nearest tenth of an acre.  If "skip" rows or "ded" rows were present, record only
the actual tobacco acreage.

SMALL GRAINS

Sometimes mixtures of whegt, oats, barley, and other grains are planted for use
as hay, forage or silage crops. If they were harvested for hay, these mixtures
should be recorded in Hay, All Other. If they were harvested as Slage, they
should be recorded in All Other Crops. If the crop was not harvested (only
grazed), do not record it at al.

Exclude smd| grains cut for hay; record as Hay, All Other.

Wheat for Grain

HAY CROPS

Record al types of wheat (winter, durum and other spring) harvested for grain or
Seed.
Record only acres cut for hay (exclude acres "harvested" by grazing).

Acreage from which only grass sllage, hay silage (haylage), greenchop, or dfdfa
seed were harvested should be reported in All Other Crops.
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If ahay crop and haylage are harvested from the same acres, record this as
double-cropping with the hay reported in the gppropriate line and the haylage
reported in All Other Crops.

If two or more cuttings of the same crop were made from the same field:
1 Record the acreage only once.

2. Record the total production from al cuttings combined. For example, if
two cuttings were made from a 50 acre hay field with the first cutting
producing 105 tons and the second cutting yielded atotal of 65 tons.
Thetotal production for the 50 acre crop would be 170 tons (105+65).

3. If hay was cut from the same land from which smal grains were
harvested for grain:

a Record the acreage cut for hay as Hay, All Other.

b. Record the acreage harvested for grain in the appropriate item in
the Smdl Grains section.

C. Exclude straw, except for the value of saleswhich isrecorded as
“Other Farm Income’ in Section E, item 4.

Alfafaand dfafamixtures harvested for dry hay should be recorded under Hay,
Alfdfa

All non-dfdfahay harvested for dry hay, including Wild Hay, should be recorded
under Hay, All Other.  Wild hay acreage should be excluded from Cropland
acres (Section A, item 5a).

OTHER CROPS

Other Oilseeds
Exclude soybeans and canola. Include al other oilseeds harvested. Include
crops such as flaxseed, mustard seed, rapeseed, safflower, and sunflower.

Sugar Caneor Sugar Beets
Record the acreage of sugarcane or sugar beets harvested in 2003, regardless of
the year planted. Exclude acreage harvested for seed.

Vegetable Crops
1. Multiple Cropping
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Record entire acreage of each vegetable crop planted and harvested.

For example: If 20 acres of radishes were harvested from afield and the field
was replanted in radishes and harvested again, record 40 acres harvested.

2. Sdesfrom Home Gardens
Record home garden acres harvested only if there were sales from the home
garden. DO NOT record vegetables grown only for home use.

3. Two or More Pickings
If two or more pickings were made from the same planting, record the acres
harvested only once.

All Other Vegetablesand Melons

Include dl vegetables harvested that were not for processing (i.e. for fresh
market) and al melon crops (watermelons, cantaloupes, and other melons).

Fruits, Nutsand Berries

Include dl bearing acreage of fruit, nut, and berry crops (including Strawberries).

Exclude non-bearing acres and abandoned acres.

Nursery and Greenhouse Crops

Include flowers, ornamentals, mushrooms, tobacco transplants for sale, harvested
sod, Christmas trees, and turfgrass, etc.

All Other Crops

Thisitem isfor recording information on dl crops not previoudy recorded in this
section. Itisacatch-al item for other crops grown on this operation.

For each other crop reported, first determine if that crop should have been
reported in another item above. If S0, record it and dl required information in the
appropriate item.

Column 2 Harvested Acres
Except for potatoes and tobacco, report harvested acreage to the nearest whole
acre. For potatoes and tobacco, record harvested acres to the nearest tenth of
an acre.
INCLUDE:
January 2004
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Column 3

Column 4

(1)  acreage of crops harvested in 2003.

(2)  acreageof cropsintended for harvest in 2003 even if harvest was
delayed until 2004 due to bad wesather, etc.

(3) acreage for which two uses were made of the same crop. An exampleis
dfafaacreage harvested for both hay and seed. These acresare
recorded twice: as acres of Alfafa, and as acres of Alfdfa seed harvested
to account for the seed.

EXCLUDE:

1) acreage for second or later harvests (for the same use) of any crop from
asingle planting, such as second or third pickings of cotton and ratoon
crops of rice.

(2  acresof 2002 crops not harvested until 2003 due to weather
conditions, etc. Make sure the respondent is not reporting planted acres
by crop when you are asking only for harvested acres.

(3) acreage of maple trees that are harvested for sap.

Total Production

Record the TOTAL PRODUCTION of the harvested commodity. For some
repondents, this may require multiplying average yield per acres by the number
of acres harvested (col 2).

Production MUST be reported in the unit indicated insde the item code box. If
the operator reports production in a different unit than indicated, be sure to
record complete information about that unit, including itsweight. Thisalowsyou,
or the State Office, to correctly convert the tota production into the required unit.

Amount of Production Used on This Operation

Record the amount of the share of production belonging to the operation that has
been (or will be) used on the operation for feed, seed, etc.

Excdude

1) any production that was (or will be) used for human consumption
(record thisin Section F, item 30).

2 the landlord’ s share of production even if it was (or will be) used on this
operation.
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EXAMPLE:

125 acres of oats were harvested for grain with an average yield of 60 bushels
per acre. These oats were harvested off share rented acres where the landlord
received a 50% share. The operation used al of its share of the oats on the
operation in 2003. Thisinformation would be recorded as follows:

Column2- 125 acres harvested
Column 3 - 7500 total production [125 acres x 60 bu/acre = 7500]
Column 4 - 3750 operation’s share used on this operation

[7,500 tota bushels produced x 50%

share x 100% used = 3,750]
Column 5 - 3750 amount of landlord’ s share of production

[7,500 total bushels produced x 50%

landlord share = 3,750 bushelg]

Landlord’s Share of Production

It is strongly recommended not to record the percent received by the landlord in
the margin s0 you can come back later and calculate the amount! Y ou will need
to know more to caculate landlord(s) share than that. Using only the percent will
often result in serious errordl

For example, operations often share rent some (but not al) of the acres used to
grow crops. Thus, applying the percent landlord share to their total crop
production would overstate the amount the landlord received and undergtate the
amount kept by the operation. See the examples below:

Example of INCORRECT Calculation of Landlord's Share:

Valey Farms owned 200 acres on which it grew whesat in 2003. The operation
share rented another 400 whest acres (for a 20% share) and cash rented 100
acres (for $40 per acre). Their total wheat production was 31,500 bushels. The
average yield per harvested acre was 45 bushels. Of thetota 31,500 bushels,
the share rent landlord received 3,600 bushels, (400 acres x 45 bushels per acre
X 20% share) and 27,900 bushels belonged to the operation.

Suppose the enumerator had recorded the 31,500 bushels produced and noted
that the landlord received a 20% share. Later, he/she came back and calculated
the amount of the landlord's share as .20 x 31,500 = 6,300. Thiswould result in
the landlord's share being 2,700 bushels more than it should be and the whesat
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belonging to Valey Farms as 28,200 bushels (2,700 bushels less than it ought to
be).

Example of CORRECT Calculation of Landlord’s Share:

Column 5

The operator reports that soybeans were grown on 500 acres. The averageyield
per harvested acre was 30 bushels. Since the operator does not know the total
amount of the landlord's share, you have to probe! 'Y ou ask how many acres
were share rented and find out that there were 150 acres of share rented soybean
land. You caculate that his production on the 150 share rented acres was 4,500
bushd's (30 bushels per acre x 150 acres). Y ou then ask what percent share the
landlord received and learn that the landlord received a 33% share. So you
cdculae

Landlord's Share (amount) of production
4,500 bushels x (1/3) share = 1,485 bushels
Landlord’s Share of Production (Total Amount)

Record the TOTAL AMOUNT (in specified unit) of each commodity given to
landlord(s) in return for use of theland. Thisitem is very important becauseit is
used to determine the value of the landlord's share for rent.  Exclude the
landlord' s share of government payments that will be recorded in Section E, item
3.

In crops such as peanuts or tobacco, quotas or alotments may be rented or
leased on shares from operators who do not use their full alotment or quota.
Quotas for marketing peanuts or tobacco may be rented with or without land.
Record the landlord’ s share of production for these types of share rentd
arrangements here.

Iltem 2 Market Value of Landlord’s Share

For the cropsliged in item 1 with a“*” placed beside them, the MARKET
VALUE of the landlord’ s share must be cdculated. Report adollar vaue only if
the land was share rented.

Item 3 Genetically Modified or Enhanced Seed Varieties
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Adoption rates for new technologies vary widdly among producers of various
commodities, and policy issues reated to the adoption of aternative herbicide
and insect resigtant varieties o differ. To better address technology adoption
asit relates to the operation’ s other management strategies and financia
condition, it isimportant to know the number of acres reported that were planted
to each of the general GM seed types.

For the listed crops, ask if any of the harvested acres reported earlier were
planted with any of the listed seed types. Determine if one of the TY PES of seed
listed was used for the 2003 crop. If anon resistant or non quality enhanced
seed type was used, leave the column blank. If the operator used more than one
type of the listed seed varieties, record the acres planted for each seed typein the
appropriate seed type column.

Geneticaly modified herbicide resstant variety. The seed variety was gendticaly
modified to be herbicide resstant. Examples would be Round-Up Ready (corn,
soybeans, cotton), Liberty-Link (corn, canola) and BXN (cotton).

Non-geneticaly modified herbicide resstant variety. The seed variety was
developed using conventiona breeding techniques to be herbicide resstant.
Examples of a non-genetically modified herbicide resstant seed are STS
(sulfonylurea tolerant soybeans) and IMI (Imidazolinone) tolerant (corn), and
Clearfield (corn).

Geneticaly modified Bt variety. “Bt” means Badllus thuringengs, whichisa
bacteriathat is used to control many larva, caterpillar, or insect pests.  The seed
variety isresgtant to insects. Examples would be YiddGard, Knockout, and
NatureGard (dl for corn), and BollGard (cotton), New Lesf (potatoes), and
Attribute (sweet corn).

Stacked gene variety (both herbicide resistant and Bt). The seed variety is
geneticaly modified to be both herbicide resstant and insect resstant. It contains
more than 1 geneticdly modified traits. Examplesinclude YiedGard+Roundup
Ready, YiddGard+LibertyLink, Bt corn + Roundup Ready corn, and
BollGard+Roundup Ready (cotton).

Quality enhanced (such as high-ail corn). These seed varieties have output traits
that affect the grain/oilseed/lint that is produced. Most are not geneticaly
modified, such as High-Qil corn or High Oleic soybeans. Some qudity enhanced
seeds, however, are GM. For example, GM traits are being introduced for
tomatoes (Fresh World Farms Endless Summer) and other vegetables to increase
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df life
[tem 4 Acresof Corn Bt and rootwor m resistant

AsK this quegtion only if column 3 or 4 from question 3ais postive. Includethe
acres from those columns that were planted with rootworm resstant Bt seed.

Item 5 Government Program Base Acres and Payment Yields

The Farm Security and Rurd Investment Act of 2002 (2002 Farm Act) was
sgned into law on May 13, 2002. The new legidation governs agricultura
programs through 2007, covering awide range of programs for commodities,
conservation, trade, rural development, nutrition, credit, forestry, and energy.

While the 2002 Farm Act introduces some new policiesto the array of
agriculturd commodity programs, in many ways, it extends provisons of the 1996
Farm Act and the ad hoc emergency spending bills of 1998-2001. For example,
the 2002 Act continues marketing ass stance loans and |oan deficiency payments,
which existed under previous U.S. farm law; direct payments replace production
flexibility contract payments of the 1996 Farm Act; and counter-cyclical
payments and milk income loss payments are intended to inditutionalize the
market |0ss assistance payments of the past severa years. The 2002 Act dso
expands the list of cropsthat are eigible for program benefits.

Since before the founding of the United States, farmers have received support
through a series of markedly different policy approaches. Agricultura policy has
at different times focused on digtribution of the Nation’s vast land resources, on
increasing the productivity and standard of living of American farmers, and on
assigting farmers in marketing their products. From the 1930s, U.S. farm
commaodity policy has focused on

Commodities, price and income supports. Through much of this period until
1996, farm policy relied partly on supply management in the form of acreage
limits and commodity storage programs.

Beginning with the 1985 Farm Act and continuing with farm legidation in 1990,
important changes in commodity programs and other agricultural policies began to
move the sector toward greater market orientation and reduced government
involvement. Under the 1996 Farm Act, management of risk was seen as being
increasingly important for farmers. Farmersin genera were expected to face
gregter risk of income volatility with the ending of supply management programs
(such as acreage reduction programs and the Farmer-Owned Reserve program)
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Column 1

Column 2

and the termination of deficiency payments. There were some concerns
expressed at the time of the enactment of the 1996 Farm Act that the reduced
role for the Government in agricultura commodity policy was too extreme and
represented a“ dissolution of the safety net that protects farmers and rura
Americaduring leantimes’ (Secretary of Agriculture Glickman).

Following the high commodity prices of the mid-1990s, prices weskened
consderably beginning in 1998 in response to increased globa suppliesand
weeker demand. High prices of the mid-1990s combined with planting flexibility
provided by 1996 Farm Act led to expansion of U.S. crop production. High
prices aso encouraged expansion in foreign markets, and as acreage expanded,
production reached record levels. In addition, the 1997-99 economic and
financid crisgsin Asadowed economic growth and weekened globa demand for
agricultural products.

Farmers are given dmaost complete flexibility in deciding which cropsto plant
under the 2002 Farm Act, continuing provisons of the 1996 Act. Participating
producers are permitted to plant al cropland acreage on the farm to any crop,
except for some limitations on planting fruits, vegetables, and wild rice on base
acres. Theland must be kept in an agriculturd or conserving use (as determined
by the Secretary), and farmers must comply with certain conservation and
wetland provisions. With these planting flexibility provisons, farmers may receive
direct payments and counter-cyclica payments corresponding to one program
crop while producing another crop.

Farmers were required to report base acres of each program crop under both the
1996 Act and the 2002 Farm Act. For each crop commodity covered by the
2002 Act, record 1996 and 2002 base acres, 2003 base acres owned, and the
direct payment yield and the counter-cyclica payment yield.

Government Program Crops

Rows identify specific program crops. () whedt, (b) rice, (c) corn, (d) sorghum,
(e) barley, (f) oats, (g) upland cotton, (h) soybeans, (i) peanuts, and (j) other
oilseeds. Other oilseed crops include sunflower seed, canola, flaxseed, safflower,
mustard seed, and rapeseed. Record base acres and payment yield data for each
program crop.

Base Acres- 1996 Act
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Column 3

Column 4

Production flexibility contract (PFC) payments under the 1996 Act were
dependent on reported base acres for specified program crops. Record the base
acres for each program crop on which payments were determined. Soybeans,
peanuts, and other oilseeds were not program crops under the 1996 Act and are
left blank in this column. Record base acres for dl acres in the operation,
including acres rented on a cash or share basis.

Base Acres- 2002 Act

The 2002 Farm Act permits the updating of base acres used for determining
direct and counter-cyclica payments. Record the base acres under the 2002
Farm Act for each program crop. Record for dl acresin the operation, including
acres rented on a cash or share basis.

To receive payments on crops covered by the program, an digible producer
entersinto annual agreements for crop years 2002-07. Before enralling in the
program, owners of farms must establish base acres and program yields for all
covered crops. There are five options for designating base acres, which apply to
al covered crops for both direct payments and counter-cyclica payments.

(1) Choose base acres equa to the contract acreage that would otherwise
have been used for 2002 production flexibility contract payments,

2 Choose one of three options to add oilseeds to PFC acres, based on
plantingsin crop years 1998-2001, or

(3) Update al base acresto reflect the 4-year average of acreage planted
during crop years 1998-2001, plus acreage prevented from planting
during those years due to drought, flood, other naturd disaster, or other
conditions beyond the control of the producer. An owner who does not
make an election is consdered to have sdected the 2002 PFC acreage,
plus digible oilseeds, if gpplicable. Base acres for peanuts may be
determined separately so long as total base acres do not exceed available
cropland. Payment acres equal 85 percent of base acres.

2003 Base Acres Owned and Oper ated

Record the base acres reported in column 3 that are owned and operated by the
operation. All base acres in the operation were obtained in column 3; collect only
the owned base acresin column 4. Thiswill dlow usto determine the base acres
on land rented from others.
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Column 5 Direct Payment Yields

Program payment yields for direct payments are unchanged for those crops
previoudy covered under the PFC program.

Column 6 Counter Cyclical Payment Yidds

Program payment yields for direct payments are so used for counter-cyclical
payments on farms where one of the first four options for establishing base acres
is chosen. For those who update their base acres, various options are provided
in the legidation for updating payment yields used to compute counter-cyclical
payments. That is, owners who sdlect the last dternative for establishing base
acres have three options for determining program payment yields for each
individua crop for use in determining counter-cyclicad payments.

1) Use current program yields,

2 Update yield by adding 70 percent of the difference between current
program yields and the farm’ s average yidds per planted acre for the
period 1998-2001 to current program yields, or

()] Update yield to 93.5 percent of 1998-2001 average yields per planted
acre.

For soybeans and other oilseeds, which were added to the program, payment
yidds are the farm’s average yidds for 1998-2001, multiplied by the nationd
average yield for 1981-85, divided by national average yield for 1998-2001 (a
0.78 adjustment factor for soybeans, for example). Peanut payment yields are
based on the farm’ s average yields for 1998-2001.
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Section C Livestock

Inventory

[tem la

Record al livestock, poultry, and animal speciaties on the tota acres operated on
December 31, 2003, regardless of who owned them. Record livestock and
poultry raised, fed, or pastured under a contract or on a custom basisif they were
located on the total acres operated on December 31, 2003.

If on December 31, 2003 the livestock is not located on anyon€e' s operation, the
person responsble for the livestock and poultry, should record the inventory on
his’her operation. Examples of when this could become an issue are when
livestock are:

1. being moved from one place to ancther.

2. on unfenced land.

3. on a short term pasture, such as wheat or crop residue.

4 grazing in nationd forests, grazing didtricts, open range, or onland under
permit.

Column 2 records the inventory broken out by the number owned and the
number not owned (i.e. owned by someone el se such as contract hogs or

poultry).

Beef Cattle
V1only

Record the number of head of cattle raised primarily for beef production,
regardless of breed or type, on this operation on December 31, 2003. Include
al beef cows, heifers, steers, bulls, calves and cull beef cattle inventory. Be sure
to include inventory owned and not owned by the operation in the gppropriate
item in column 2 if they were on the total acres operated on December 31, 2003.

[tem 1a All Cattle and Calves

[tem 1b

V2V3V4

Record the total number of al cattle and caves. This should include al breeds,
sexes and ages.

Dairy Cattle
V1only
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Record the number of head of dairy cattle, regardiess of breed or type, on this
operation on December 31, 2003. Sometimes respondents may think you only
want the number of dairy cows that are being milked. Be sure to emphasize to
include al dairy cattle including the cows, bulls, heifers, and calves. Include
inventory owned and not owned by the operation in the appropriate item in
column 2 if they were on the tota acres operated on December 31, 2003

Item 1b All Hogs and Pigs

[tem 1c

V2V3Va
See Item 1c, for the CRR questionnaire (V1) below.

Hogs and Pigs
V1only

Record the total number of al hogs and pigs located on the tota acres operated
on December 31, 2003, regardless of ownership. Be sureto include al sows,
boars, feeder pigs, market hogs, and cull stock.

Item 1c All other Livestock

V2V3V4

Record the tota number of head of al livestock and/or poultry not accounted for
initems 1a-b. Include things such as horses, ponies, mules, sheep, goats, bees
(record number of hives), rabbits, mink and other fur-bearing animals,
commercid aguaculture, and any other livestock or poultry not previoudy
reported. Exclude horses that are part of a boarding operation.

Be sure to note the type of livestock reported in thisitem.

Item 1d Sheep and Lambs
Record the total number of al sheep and lambs on the total acres operated on
December 31, 2003, regardless of ownership.
Item le Hens and Pullets of Laying Age
Record the total number of hens and pullets of laying age (HPLA) on the total
acres operated on December 31, 2003, regardless of ownership. Include both
January 2004
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[tem 1f

Item 1g

[tem1h

egg and broiler type layers. Broilers and other meat-type chickens should be
recorded in item 1f.

Broilers, fryersand other meat-type chickens

Record the tota number of broilers, fryers and other meat-type chickens on the
total acres operated on December 31, 2003, regardless of ownership. Layers
arereported in item le.

Turkeys

Record the total number of turkeys, of al types, on the total acres operated on
December 31, 2003, regardless of ownership.

Al other Livestock and Poultry

Record the tota number of head of al livestock and/or poultry not accounted for
initems 1a-g. Include things such as horses, ponies, mules, goats, bees (record
number of hives), rabbits, mink and other fur-bearing animas, commercia
aquaculture, and any other livestock or poultry not previoudy reported. Exclude
horses that are part of a boarding operation.

Be sure to note the type of livestock reported in this item.

Item 2 Landlord’s Share of Livestock Production

Before asking this item, probe to find out if any of the operation's share-rented
acres involved livestock production.

Record the vaue of the share of livestock production given to landlord(s) in

2003. Thisvaue could be zero if no shared livestock were marketed in 2003. In
this case, write anote to indicate that zero isvaid. 1f the respondent does not
know the value, probe for the best estimate.

Do not include livestock production not associated with land. Shared livestock
production that is not part of aland rental arrangement (such asraising “cattle on
shares’ should be reported in Section D).

Item 3 Contractsto have Livestock or Poultry Fed or Raised by Another Operation

If this operation paid another operation afeefor the service of feeding or raising
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Column 1

Column 2

Column 3

Column 4

Column 5

acommodity (owned by the sdlected operation), then the answer to this question
isyes (the operation is acting as contractor). The commodity must remain an
asset of the selected operation. It is neither sold to the contractee operation, nor
isownership transferred to that operation.

Examples of these types of contractsinclude:

- acow/calf producer who has calves fed out through a feedlot.

- adairy producer who pays another operation to raise replacement
heifers.

- ahog farrowing operation that contracts with another operation to raise
feeder pigs up to daughter weight.

Commodity Contracted Out

Record the type of commodity that was placed on another operation to be fed or
rased. Include commodities that were placed on contractee operations in 2002
and were gill under contract on January 1, 2003.

Livestock Code

Record the livestock code from the respondent bookl et that relates to the
commodity identified in column 1.

Market Value of Commoditiesunder contract on Jan. 1, 2003

Record the estimated market value of al this operation's commodities from 2002
and previous years that were placed on contractee operations and were ill
under contract as of January 1, 2003.

DO NOT include this value in Section H, Assats.

Estimated Market Value of Commodities Placed

Using the market price at the time the commaodity was placed, record the
estimated value of the contracted commodities this operation placed on
contractee operations during 2003. If more than one arrangement existed, or if
arrangements existed for more than one commodity, record each oneon a

separate line.

Production Expenses and Fees
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Column 6

Column 7

Record the total amount this operation paid to contractees for labor and
management fees and reimbursements for expenses.

Gross Receipts from Sales of Contracted Items

Record the gross income to this operation from sales of commodities produced
under contract by other operations (quantity times market price) during 2003.
DO NOT record these sdles anywhere esein Section C or D. Thisitem will be
zero for dairy replacement heifers that are removed back to the respondent’s
(contractor’s) operation and not sold.

Market Value of Itemsunder Contract on December 31, 2003

Record the estimated market value of commodities ill under contract as of
December 31, 2003.

DO NOT include thisvalue in Section H, Assats.

Item 4 Livestock or Poultry grown by another operation.

Item 4a

V2V3V4 only

If this operation paid another operation afee for the service of feeding or raising
acommodity (owned by the selected operation), then the answer to this question
isyes (the operation is acting as contractor). The commodity must remain an
asset of the selected operation. It is neither sold to the contractee operation, nor
is ownership transferred to that operation.

Examples of these types of contracts include:

- acow/caf producer who has caves fed out through a feediot.

- adairy producer who pays another operation to raise replacement
heifers.

- a hog farrowing operation that contracts with another operation to raise
feeder pigs up to daughter weight.

Gross Receipts from Contracts
V2V3\V4only

Record the gross income to this operation from sales of commodities produced
under contract by other operations (quantity times market price) during 2003.
DO NOT record these sales anywhere elsein Section C or D. Thisitem

January 2004
Page 5033



2003 Agricultural Resource Management Survey
Phase lll - Interviewer's Manual

will be zero for dairy replacement heifersthat are removed back to the
respondent’ s (contractor’ s) operation and not sold.

[tem 4b Market Value of Unsold L ivestock
V2V3\V4only

Record the estimated market value of commodities ill under contract as of
December 31, 2003.

DO NOT includethisvaluein Section H, Assets.
Item 4c Production Costs paid to Contractees
V2V3V4only

Record the total amount this operation paid to contractees for labor and
management fees and reimbursements for expenses.
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Section D - Commodity Marketing and Income
Overview of Items 1 and 2: Production and Marketing Contracts
I mportance of Obtaining Information on Marketing and Production Contracts

To show an accurate picture of both the value of the farm sector’s output and the
financid condition of farming operations, we must fully account for persons or
other businesses who provide inputs used on the farm to produce agricultural
commodities and receive income from the sales of these products. The
contracting information collected on this survey is USDA’s only source of datato
Separate production, income, and expenses among farmers, contractors,
landlords and others. For these reasons, collecting complete and accurate
information on contracting is criticd.

Prior surveys show widespread and growing use of production and marketing
contracts, which covered 36 percent of the value of production by 2001.
Producers sometimes use contracts because they can be designed to reduce price
risks, and they sometimes use them to reduce input financing requirements.
Processor-buyers often use contracts to obtain consstent supplies of
commodities at specific desired qudities. Questionsin Verson 1, items 1 and 2,
columns 3-4 and 9-16 are designed to help us measure the importance of risk-
reduction and other contract terms, and to help explain the differencesin prices
and fees received by contract producers of like commodities.

Collecting Data on Contracts

There are two things you must find out in order to collect and record contract
data correctly. Thefirg iswhether the operation is acting as the CONTRACTEE
or CONTRACTOR for a specific commodity. The operation isthe
CONTRACTEE when it produces and/or markets the commodity under a
contractua agreement with another farm operation or entity such as a packer or
processor. The operation isa CONTRACTOR when it entersinto a contractual
agreement with another operation to produce livestock or poultry for it. If the
operation is a contractor your should record that information in Section C, item 3.
Second, if the operation is a contractee, you have to find out whether the contract
isa production contract or a marketing contract.

Contracts can take on many different forms. The accompanying table provides an
overview of contract features, and delineates how, for purposes of this survey,
we want to distinguish between marketing contracts and production contracts.
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Overview of Marketing and Production Contracts

MARKETING CONTRACT

Contractor:

Arranges, prior to completion of a
production cycle, to acquire a specified
commodity &t the end of the cycle.

Commitsto a price, a pricing arrangement,
or an agreement to sell on the contractee's

benalf.

Does not take ownership of the commodity

until it is ddivered.

Makes few or no production decisions

Contractee (operator):

Obtains a buyer and a marketing
arrangement for commodities before
completion of a production cycle.

Supplies and finances al or mogt of the
inputs used in production.

Owns the commodity whileit is being
produced.

Makes al or most production decisons.

Often bears dl production risks, and contract

frequently limits some price risks.

Receives the mgor share of the value of
production

PRODUCTION CONTRACT

Contractor:

Arranges, prior to beginning a
production cycle, to have a specified
commodity produced.

Commitsto afee or fee arrangement to
be paid to the contractee.

Usudly owns the commodity during
production.

Makes many magjor production
decisons

Contractee (operator):

Provides labor and some management
services used in production, aswell as
fixed inputs (land, buildings, etc), for a
fee.

Supplies only asmdl part of the inputs
used in production.

Usudly does not own the commodity.
Makes only afew, if any, production
decisons.

Often bears no price risks, and
contract may alow operator to limit

some production risks.

Recaves afeethat isusudly only a
amal share of the vaue of production.
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Production Contracts

Production contracts are used for livestock, poultry and crop production. Under
poultry or livestock production contracts, the farm/ranch operator (for example, a
feedlot or broiler grower) usualy houses and feeds the poultry or livestock until
they reach a specified age or weight. The contractor (the individual or operation
that owns the livestock or poultry to be fed out) usudly either pays most of the
production expenses or reimburses the contractee for the expenses while the
commodity is on the contractee's operation. For example, in broiler contracts, the
contractor normally provides chicks, feed, chemicas, trangportation, and

technica assstance.

Under crop production contracts the contractor often supplies inputs such as
seeds or plants, fertilizer, chemicals, transportation and technica assstance.
Examples include vegetables for processing and corn for seed.

Characterigtics of Production Contracts

The contractee and contractor usualy reach agreement before production begins,
and the contract provides considerable detail on specifics such as fees,

respons bility for input provison, and product ownership. Contractees usualy
provide labor, farm management services, utilities, housing, and equipment.
Contractees usudly receive fees for their services that are considerably less than
the full market value of the commodity. One clue to the presence of a production
contract isif the operator reported livestock or poultry facilities or production
expenses, but few or no head of owned livestock on hand or sold by the
operation. These livestock or poultry are amost certainly being produced under
contract.

Look for production contracts on farms that:

1 have broiler houses or other poultry and/or egg producing fecilities.

1 have hog nursery or confinement feed arrangements. Pay close attention to
pricing terms and hog ownership under contracts, because production
contracts and marketing contracts are each used. The contractor owns the
hogs under production contracts, and the contractee is paid afee that is not
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closdly linked to market values.

provide custom-feeding services for cattle, where the cattle are owned by
another individud, farm, or firm,

produce vegetables for processing.

produce seed crops.

Marketing Contracts

For purposes of this survey, amarketing contract for acommodity exists when a
verba or written agreement to market the commodity is reached before
completion of anormal production cycle (prior to harvest for crops, prior to
remova from the operation for livestock). The agreement will include a price, an
arrangement for determining price, or (in the case of marketing pools or some
operating cooperatives) acommitment by the contractor to negotiate for aprice
on the contractee’ s behalf.

Although marketing contracts are more common for crops, some producers use
contracts to market their livestock and/or livestock products. Livestock
producers use contracts to provide for future ddlivery of a certain number and/or
quality of animals or products..

For the purposes of this survey, marketing contracts may include:

! forward sales of agrowing crop (or acrop to be grown). The contract
providesfor later delivery, and it may fix aprice or provide for pricing
later. Delivery usudly occurs at harvest. Fruit crops are common
examples of this.

adairy producer who contracts to market milk for the coming year
through a co-op, with prices determined later through some process such
as co-op bargaining

price st after ddivery (and often according to formula).

crop pooling. Farmers may agree to pool their crop and sl dong with
other producers through a cooperdtive or other pooling firm. Most
agreements to pool are made pre-harvest. The find price received is
determined by the net poal receipts for the quantity sold (by sdlling a
larger amount the pool may get a better price). Farmers may have to
wait ayear or more to receive final payment, and decisions reated to
sdling are made by the pool manager. Pooling is common in rice and
cotton marketing.
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While marketing contracts can be used to sdl commodities held in inventory, for
the purposes of this survey we only want to count contracts made before crop
harvest or before completion of alivestock production cycle.

Sdes under contract made from inventory should be considered cash sales and
reported in Section D, item 3.

Characteristics of Marketing Contracts

Marketing contracts may agreed to before a production cycle begins or during
the cycle, but for purposes of this survey, they must be agreed to before the cycle
is completed (prior to harvest for crops, prior to removal from the operation for
livestock). Prices may often vary with the attributes of the commodity produced,
asin grade and yield contracts for cattle or high-oil corn contracts that provide
higher prices for higher ail content. Attribute-related price terms are often
expressed as deviations from a base price tied to overal market conditions.

Look for marketing contracts on farms that:

e grow citrusfruits, other fruits, or nuts.

e produce fresh vegetables.

e grow sugar beets, sugarcane, peanuts, dry peas or dry beans.

e produce fluid milk.

+  <dl fed cattle to meatpackers. Marketing contracts account for agrowing
share of fed cattle shipments from feedlots to meatpackers. Record custom-
fed cattle, owned by someone other than the respondent, under production

contracts.
e  Qgrow potatoes.
e produce eggs.

e grow ornamentas or horticultura crops.

Special Topics

Feedlot Operations
Cattle in feedlots may be owned by the feedlot operator, or they may be custom-
fed by the feedlot for an owner, usudly under a production contract between the
feedlot (the contractee) and the owner (the contractor). Feedlot respondents
should record production contracts in Section D for those custom fed cattle that
they feed under production contracts. Expenses paid or reimbursed by the owner
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(contractor) to the feedlot should be reported in section F. Fed cattle are d'so
often sold to meatpackers under marketing contracts. Respondents who own
cattle that are custom fed at afeedlot and sold to a packer through a marketing
contract should record the marketing contract in section D and should record the
production contract with afeedlot in section C, item 3. Feedlot respondents
should only record marketing contract salesin Section D for those cattle that the
feedlot owns, not for custom fed cattle owned by another entity.

Contracteeispart of another business

An operation such as an egg hatchery may owned by another business with which
is has a contract. In this case unit fees/prices and tota receipts will not be
available snce no market transaction takes place. In most cases the operation will
have recorded a"book vaue" for the commodity it produced. Use the book
vaueif available, to record unit priceffee and totd receipts for Section D, items 1
and 2,

Reimbursement for Expensesin Production Contracts

Contracteesin production contracts sometimes purchase some variable inputs,
and reimbursement for their expenses is added to the amount paid for contractee
services. Settlement sheets or other contract documents usualy break out
reimbursed expenses. Since we want to collect data on reimbursed expenses
separatdy, they should beincluded in Section F, column 3 under the appropriate
item.

Futures Contracts Obtained for the Purpose of Hedging

Such contracts should not be reported as marketing contracts. Hedging occurs
when the farmer takes opposite positionsin the futures and cash markets. It
dlows farm operators to fix now the price of products they intend to el later.
For example, farmers who are growing acommodity for sde are said to be "long"
in the cash market. The appropriate hedge isto sdll futures. Then, when the
farmer sdls his cash commodity, he buys back his futures contract, preserving a
price. Thistype of transaction should be recorded in two places. The actud
cash sde of the commodity should be recorded in Section D, item 3,under the
appropriate commodity. The net profit or loss from hedging should be recorded
in Section E, item 4j.

Iltem 1 MARKETING Contracts

Coumnl Commodity
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Column 2

Column 3
V1only

Column 4
V1only

Column 5

Column 6

Show the respondent the list of Crop and/or Livestock Codesin the
Respondent Booklet.

Record each commodity for which the operation had a marketing
contract in 2003.

Commodity Code

Record the commodity code that relates to the commodity identified in
column 1.

The Marketing Contractor

Show the respondent the list of Production Contractor Codesin the
Respondent Bookl .

Have the respondent choose the code that best fits the contractor for this
commodity (note that the set of Marketing Contractor Codes differs from
the set of Production Contractors Codes).  Most respondents will
choose category 3--“other”, which includes any contractor thet is neither
a cooperative nor amarketing pool.

Length of Contract Experience with Contractor

Record the tota number of years that the respondent has had marketing
contracts with this contractor for the commodity recorded in column 1.
Record zero if the answer is less than one year.

Quantity Marketed

Record the tota amount of the commodity marketed under the contract.
Do not include the landlord's share of production even if it was marketed
aong with the operation's share. Record the landlord’ s share in section B,
item 1.

Unit Code

Record the code that represents the commodity unit (Specified in the contract),
such as pounds, tons, bushels, heed, etc. If aunit other than those indicated on
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the questionnaire is reported, make good notes.

Coumn?7 PricePer Unit

Record the find price (net of marketing charges), in dollars and cents per unit,
that the operation will receive for al of the production marketed under the
contract. The respondent may have to estimate this price. Do not use columns 8
and 5 (V1 only) to estimate afina price. Column 8 divided by column 5 (V1
only) will equa column 7 ONLY when the operation was paid in full during
cdendar year 2003 for the commodity marketed under the contract. .

Be sure the unit for the price reported agrees with the unit for the quantity
reported. Cotton is an example where price and unit often do not agree. A
common mistake is to record cotton salesin baes, but price as a price per
pound.

Consider an example where a single bale was contracted at 65 cents per pound.
If you recorded “1" in column 5, code 7 (for baes) in column 6 and .65 in column
7, the gross income to the operation would show up as 65 cents. Assuming a
standard bale weight of 480 pounds, you came up short by $311.35 (the price
per BALE is480 x .65 = $312)!

Coumn8 Total Amount Received
V1only

Sincetotal payments are not always received in the calendar year of production,
you dways have to ask this question in order to complete this column correctly.
Be sure any marketing charges related to sales under the contract are subtracted
out and recorded in section D, column 5. Record the total amount the operation
received during the calendar year for sdes under the marketing contract. Thisis
often less than the quantity marketed under contract times the per unit price.
Sometimes the producer is not paid until after the first of the next year. If the
operation did not receive any payment under the contract in 2003, enter adash
and make a note.

If the operation did not receive dl of the payments owed to them under the
contract in 2003 (column 8 is less than column 4 times column 7), the remaining
amount owed must be accounted for as an asset in Section H,

item 5.

Coumn9 Price Determination
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V1only

Column 10

Show the respondent the list of pricing codes that relates to column 9.

Choose code “1” if the contract specifies an exact price for the commodity. In
many cases, however, the contract describes how a price will be determined at
the time of ddlivery, and often relates that price to product attributes and/or to
publicly reported prices of related products, such as cash market prices paid for
the product, futures market prices for the product, prices of inputs, or prices of
related processed products. Choose code “2” for these contracts. Also choose
code “2" if the contract contains a grid or formula that adjusts prices for qudity
characteristics of the product. Some contracts do not specify prices at al; instead
contractors negotiate with buyers on the respondents behaf (marketing pools
often operate in this way). Choose code “3” for these contracts.

Contract Premiums
V1only

Answer only if respondents chose code “2” in column 9. Enter 1 if the answer is
“yes’—that is, if the contract stipulates different pricesto be paid according to
attributes of the delivered commodity. Examplesinclude cattle contracts that
relate prices to grade and yield, hog contracts that relate prices to measures of
leanness, or crop contracts that relate prices to measured attributes such as
moigture or oil content. Do not enter 1 if the contract Smply defines minimd
acceptable product standards.

Column 11 Published Market Price for Commodity
V1only

Answer only if repondents chose code “2” in column 9. Examples include
contracts for high-oil corn that base price on reported market prices for No. 2
yelow corn, contracts for market hogs that base price on a specified USDA
Market News report for hogs, or contracts for cattle that base price on a nearby
futures market price for fed cattle. Respondents may often answer “yes’ in both
columns 10 and 11. Enter 1 if the answer is“yes’.

Column 12 Published Market Price for Another Commodity
V1only

Answer only if respondents chose code “2” in column 9. For example, some hog
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marketing contracts tie the respondent’ s compensation to published prices for
corn and soymedl. Enter 1 if the answer is“yes’.

Column 13 Maximum and Minimum Base Prices
V1only

Answer only if respondents chose 1 for column 11 or column 12. Many contracts
provide farmers with protection from price risks by specifying maximum and
minimum base prices, or by cregting aformulafor specifying a maximum and
minimum.

Column 14 Quantity to Deliver to Contractor
V1only

Show the respondent the set of quantity codes in the respondent bookl et.

Some contracts set a specific quantity to be delivered, or they specify a quantity
range, coded as*“2’. On the other hand, crop contracts sometimes provide
farmers with yield protection by specifying that the contract covers production
from a particular acreage (planted or harvested), while others specify a
percentage (sometimes 100%) of the respondents production of the commodity.

Column 15 Length of Contract
V1only

Some contracts specify a precise period of time to be covered by the contract,
such as 6 months, or 5 years, or 25 years. If the contract pecifiesalength in
terms of growing cycles, such as 1 flock of chickensor 1 planting of corn, enter
the number of months that cycle normally takes. If the contract does not specify a
length, enter O; otherwise, enter the number of months specified by the contract.
If the contract specifies years, multiply by 12 for months. Be sure to enter the
total number of months specified in the contract, not Smply the number remaining
in the contract.

Column 16 Another Contractor in Your Area
V1only

The notion of what an “ared’ iswill vary with the commodity and the region. Ak
the respondent to consider the dternatives available to a contract with the present
contractor. Could the respondent obtain a contract with another contractor to
market this commodity from this operation? Enter 1 if the answer is“yes’.
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Item la Total receiptsfor crop marketing contracts
V2 V3\V4only

Record the tota dollar amount the operation received during the calendar year for
al the crop marketing contracts reported abovein item 1. Thiswill often beless
than the sum of the quantity marketed under each contract timesiit's per unit price.
Sometimes the producer is not paid until after the first of the next year. If the
operation did not receive any payments under these contracts in 2003, enter a
dash and make a note.

If the operation did not receive dl of the payments owed to them under contract
in 2003 the remaining amount owed must be accounted for as an asset in Section
H,

item 5.

Item 1b Total receiptsfor livestock marketing contracts

V2V3\V4only
Record the tota dollar amount the operation received during the calendar year for
al the livestock marketing contracts reported above initem 1. Thiswill often be
less than the sum of the quantity marketed under each contract timesit's per unit
price. Sometimes the producer is not paid until after the first of the next year. If
the operation did not receive any payments under these contractsin 2003, enter a
dash and make a note.

If the operation did not receive dl of the payments owed to them under contract
in 2003 the remaining amount owed must be accounted for as an asset in Section
tems

Item 2 PRODUCTION Contracts

Coumnl Commodity
Show the respondent the list of Commodity Codes in the Respondent Booklet.

Record each commodity the operation produced under a production contract in
2003.

Column2 Commodity Code
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Record the commodity code that rdates to the commodity identified in column 1.

Coumn3 Contractor Code
V1only

Show the respondent the list of Production Contractor Codes in the Respondent
Booklet.

Have the respondent choose the code that best fits the contractor for this
commodity (note that Production Contractor Codes differ from Marketing
Contractor Codes). Many contractors will fit code # 5, “other”.

Coumn4  Length of Contract Experience with Contractor
V1only

Record the total number of years that the respondent has had production
contracts with this contractor for the commodity recorded in column 1. Record
zero if the answer isless than one year.

Coumn5  Quantity Removed

Record the total amount of the commodity removed from the operation under the
contract. Do not include the landlord's share of production even if it was
removed aong with the operation's share. The landlord's share should be
recorded in section B.

Coumn6  Unit Code

Record the code that represents the commodity unit (pecified in the contract),
such as pounds, tons, bushels, heed, etc. If aunit other than those indicated on
the questionnaire is reported, make good notes.

Coumn?7 FeePer Unit

Record thefind fee, in dollars and cents per unit, that the operation will receive
for dl of the production removed under the contract. The respondent may have
to estimate this fee. Do not use columns 8 and 5 (V1 only) to estimate afina fee.
Column 8 divided by column 5 (V1 only) will equal column 7 ONLY when the
operation was paid in full during caendar year 2003 for the commodity removed
under the contract.
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Be sure the unit for the fee reported agrees with the unit for the quantity reported.
Broilers are an example where the units for fees and quantities often do not agree.
A common migtake is to record broiler removas in number of head, but feeson a
per-pound basis.

Consider an example where one broiler was contracted at afee of 4.6 cents per
pound. If you recorded “1" in column 5, code 11 (for head) in column 6 and 4.6
in column 7, the gross income to the operation would show up as 4.6 cents.
Assuming a standard broiler weight of 5 pounds, you came up short by 18.4
cents (the fee per head is 5 x .046 = $0.23)!

Column 8 Total Fees Received
V1only

Since totd payments are not alway's received in the calendar year of production,
you dways have to ask this question in order to complete this column correctly.
Be sure any marketing charges related to sales under the contract are excluded.
Record the total amount the operation received during the calendar year for
removals under the production contract. Thisis often less than the quantity
removed under contract times the per unit fee. Sometimes the producer is not
paid until after thefirgt of the next year. If the operation did not receive any
payment under the contract in 2003, enter a dash and make a note.

If the operation did not receive dl of the payments owed to them under the
contract in 2003 (column 8 is less than column 5 times column 7), the remaining
amount owed must be accounted for as an asset in Section H,

item 5.

Coumn9 Formulafor Final Fee Received
V1only

Some production contracts specify aflat fee per unit produced in the contract.
But otherstie the respondent’ s compensation to attributes of the contracted
product, to the respondent’ s efficiency in production, or to prices of the inputs
that the respondent hires or purchases, and the relation is often expressed in a
formula, agrid, or atable. Record 1 if the fee to be paid by the contractor to the
respondent depends on such aformula, grid, or table.

Column 10 Final Fee Received Relativeto Other Growers
V1only

January 2004
Page 5047



2003 Agricultural Resource Management Survey
Phase lll - Interviewer's Manual

Record 1 if the answer is“yes’—that is, if the contract explicitly bases some part
of the respondent’ s compensation on his or her performance, relative to a control
group of other producers who have contracts with the respondent’ s contractor.
Such arrangements sometimes occur in poultry and livestock production
contracts, and are frequently referred to as “relative performance’ or
“tournament” contracts. For example, broiler contractors frequently rank
producers according to their supply cost (cost of feed, veterinary services, and
transportation services) per hundredweight of weight gain, and contracts specify
that those with lower than average supply costs will receive higher payments.

Column 11 PremiumsPaid on Attributes of the Commaodity
V1only

Some contracts tie respondent fees to specific qudity attributes of the commodity
sought by the contractor. Examplesinclude cattle contracts that rel ate respondent
compensation to grade and yield, hog contracts that relate compensation to
measures of leanness, or crop contracts that relate fees to measured product
attributes such as moisture content or oil content.

Column 12  Specific Equipment or Structure
V1only

Production contracts often require producers to use specific types of equipment
or structures in the production of the contracted commodity. The requirements
may include physica specifications, specific brands or models. Ask the
respondent if the contract specificaly required the use of certain types of
equipment or structures, ether through alisting of physica specifications or
through alisting of acceptable brands or models. If the answer is“yes’, enter al
in this column.

Column 13 Manure Management
V1only

Contract participants are often concerned about legd liabilities arising from
manure management decisons. Some livestock production contracts specificaly
assign full responghility for manure management to the contractee, while some
share respongbility, and others assign manure responsibilities to outside parties.
Record 1 for YESIf the contract specifically assigned full respongbility for
manure management to the respondent.
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Column 14  Specified Land for Manure M anagement
V1only

In many livestock operations, land is an integra part of proper manure
management. For example, hog operations often use lagoons to capture manure
run-off from sheds housing the animas, and then use spreaders to didtribute the
waste over largeland areas asfertilizer. Ask the operator if the contract
required them to commit a specified amount of land to manure digribution. If the
answer was yes, then record a“1" in column 14.

Column 15 Length of the Contract
V1only

Some contracts specify a precise period of time to be covered by the contract,
such as 6 months, or 5 years, or 25 years. If the contract specifiesalength in
terms of production cycles, such as 1 flock of chickens or 1 planting of corn,
enter the number of months that cycle normaly takes. If the contract does not
gpecify alength, enter O; otherwise, enter the number of months specified by the
contract. If the contract specifies years, multiply by 12 for months. Be sure to
enter the total number of months specified in the contract, not smply the number
remaining in the contract.

Column 16 Another Contractor in Your Area
V1only

The notion of what an “aredl’ iswill vary with the commodity and the region. Ak
the respondent to consider the dternatives available to a contract with the present
contractor. Could the respondent obtain a contract with another contractor to
produce this commodity from this operation? Enter 1 if the answer is“yes’.

Item 2a Total receiptsfor livestock production contracts

V2V3V4only
Record the tota dollar amount the operation received during the calendar year for
al the livestock production contracts reported abovein item 2. Thiswill often be
less than the sum of the quantity produced under each contract times it's per unit
fee. Sometimes the producer is not paid until after thefirst of the next year.  If
the operation did not receive any payment under these contractsin 2003, enter a
dash and make a note.

If the operation did not receive dl of the payments owed to them under contract
in 2003 the remaining amount owed must be accounted for as an asset in Section
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[ltem 3

[tem 4

H,
item 5.

Item 2b Total receiptsfor crop production contracts
V2V3\V4only

Record the tota dollar amount the operation received during the calendar year for
al the crop production contracts reported above in item 2. Thiswill often be less
than the sum of the quantity produced under each contract timesit's per unit fee.
Sometimes the producer is not paid until after the first of the next year. If the
operation did not receive any payments under these contracts in 2003, enter a
dash and make a note.

If the operation did not receive dl of the payments owed to them under contract
in 2003 the remaining amount owed must be accounted for as an asset in Section
H, item 5.

Payment for Cash or Open Market Sales less Marketing Expenses

For items athrough m, ask for those that apply to the operator doing the
interview. The dollar amount recorded to each item that applies should not
include any marketing expenses. Marketing expenses could be a number of
things, including: Trangportation, storage, feed, sales commissions, ingpections,
etc..

EXCLUDE:

* Marketing Contract salesreported in Item 1

* Production Contract sales reported in Item 2

* Landlord share of production reported in Section B, Items 1-2

For afull explanation of Marketing Expenses, see the subsequent information
prior to item 5 entitled, “Marketing Expenses.”

CCC Loans

The Commodity Credit Corporation (CCC) was created in 1933 to help stabilize
and support farm prices and income, and to help maintain balanced supplies and
assure orderly digtribution of agricultura commodities. These questions account
for dl of the operation's CCC loan transactions during the reference year. This
alows usto get a complete and accurate accounting of the farm's income.
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Farmers can pledge feed grains, wheat, soybeans, cotton and rice as collatera to
get a CCC non-recourse commodity loan. The loansthey get are based on a per
unit support price (loan rate) established by law for their particular commodity.
Loan rates for feed grains are set at alevel determined to be fair and reasonable
in relaion to the rate for corn, taking into congderation the feeding vaue in
relation to corn and the average cost of transporting the commodity to market.
County loan rates are established to reflect the relative locd vaue of the
commodity.

Loans mature on demand, but no later than the last day of the ninth calendar
month following the month the loan was made. Any time before the find maturity
date of theloan, the farmer may repay the loan amount plus any interest that has
accrued. If theloan isnot repaid by the find loan maturity date, the CCC takes
title to the commodity as full payment of the loan and interest charges.

Farmers can reclam title to their crops by paying back the loans dong with any
interest and storage charges. They usudly do this when the market priceis higher
than the loan redemption price. The amount required to repay the loan (minus
any interest and storage charges) is recorded in item 4b. When afarmer reclams
title to the commodity, he can then ether sdll it or store it for future sde.

If the loan is not repaid by the maturity date, it is consdered forfeited. Farmers
usudly do this when the market priceis less than the loan redemption price.

Farmers who have placed a crop under loan can transfer the loan to someone
else. When they do this, they are no longer responsible for loan repayment.
(This cannot be done in dl areas of the country.) If the farmer did this, any
money received above the face vaue of the loan (equity or premium payment)
should be recorded in dl other farm income, Section E, item 4.

If aloan was taken out in 2003, has a 2003 maturity date and has not had any
action taken on it, there will be an outstanding balance. Record the total
outstanding baance in item 4c.

MARKETING EXPENSES

The following instructions should be used when completing
information on marketing charges for the sales of Crops and for
Livestock (Section D, item 5).

Almogt al operaions that sl commodities have some marketing charges. These
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are usudly deducted from the gross payment, so the check the farmer receives
aready has these charges subtracted. Farmers do not generally keep very good
records of charges that were aready deducted before they received their
payment checks. Commission fees, yardage fees, storage fees, ingpection fees
and check-off fees, etc. are identified on payment vouchers, dong with the gross
and net receipts. PROBE TO BE SURE THAT THESE "HIDDEN COSTS!
ARE ACCURATELY REPORTED.

If the respondent reports that no marketing charges were paid, probe by asking if
anything was subtracted out of the total price before the buyer wrote the check.

If the answer is yes, this usudly means marketing charges were paid. Be careful
not to include expenses for production inputs or loan re-payments that were
netted out of the farmer’s check -- these are not marketing charges. If an
operation sold commodities but truly did not have any marketing charges, make a
note of this, or the state survey datistician will have to cal you or your supervisor
back to verify the information.

If you absolutely cannot get per commodity charges, record the tota quantity
(and unit) sold so the survey datitician has something to use for caculating these
charges.

If you have to use a handout sheet of marketing charge rates (provided by some
State Offices), make anote in the margin so the survey gatistician knows the
farmer could not supply thisinformation. DO NOT use these sheets unlessthe
farmer cannot supply the information.

All marketing expenses paid by the operation, landlord(s) and contractor(s) must
beincluded. All commercid crop drying, ginning and storage expenses should be
included even if the crop is not yet sold. (However, storage-rel ated expenses
such asthose for LP gasto run on-farm dryers should be excluded.) If a
commodity was not sold from storage, but was returned to the operation, out-of-
pocket expenses for storage should be included as a marketing expense.

In field crops such as peanuts or tobacco, quotas or alotments are often rented
or leased from operators who do not use their full allotment or quota. Quota or
alotment rentas should be considered a payment for the privilege of marketing
the crop and should be recorded as a marketing expense. It is not necessary to
rent land in order to rent an dlotment or quota. If only land is rented, it should be
recorded in Section A. But, if quota or dlotment rentals are reported, be sure the
rent payment reported in Section A isonly for land and not for the land and
dlotment or quotarental combined. Also include rentd of sugarbeet co-op
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shares in states where thisis a practice.

Perishable products such asfruits, vegetables and fish often have to be
refrigerated or iced during storage or transportation. These expenses should be
considered marketing expenses.

When promotion or check-off fees are automaticaly deducted from gross sdes
of commodities such as soybeans, cotton, besf, hogs, or milk, the feeis
INVOLUNTARILY charged and should be considered a marketing expense.
Operations also make voluntary payments for marketing and production
programs. VOLUNTARY payments should be recorded under genera farm
business expenses (Section F, item 32).

Include fees which are deducted from payment even if the producer has the
option of applying for arefund (such as arefund from Cotton Incorporated).
Refunds of marketing expenses should be included as other farm related income
in Section E, item 4j.

Include unit retains for sugarbeets which are deducted by the coop or processor
from payment even though the producer receives payment from them in future
years. Refunds of marketing expenses should be included as Cooperative
Patronage Dividends and Refunds in Section E, item 3g.

Include marketing charges paid for cash and/or contract sales.
Milk and Dairy Products

Include as a marketing charge the withholding or reduction in price for the Dairy
Refund Payment Program. Refunds of these charges should go in Section E, item
4j. Do not include hauling as a marketing charge. If the hauling charge is netted
out in the operator's books, add it back to the totd saes value for milk and other
dairy products. Be sure these hauling charges were included in custom hauling
(Section F, item 274). If they were not, go back and add them in.

Cotton

The cogt of ginning is usudly paid by giving the cottonseed to the gin. Often
neither the ginning expense nor the cottonseed income gppear on the farmer’s
books; however, the vaue of the cottonseed traded to the gin istechnicaly an
incomeitem, and the cogt of ginning is amarketing expense to the operation. This
information should gppear on the operation’'s satement from the ginning company.
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Item 5

[tem 6

[tem 7

You will have to probe for thisinformation.

Occasiondly, the cogt of ginning is more than the vaue of the seed produced by
the cotton. The operation then has out-of -pocket expenses for ginning. If the
cogt of ginning was less than the vaue of the cottonseed, the operation should
have received money for cottonseed. Thisinformation should bein the
operation's record books.

Landlord’ s and Contractors

Marketing Expenses paid by landlords and/or contractors MUST aso be
accounted for in the appropriate column.

In most production contracts, the marketing charges are paid by the contractor.
These expenses may be on the contractee’ s settlement sheet. If not, record the
respondent’ s best estimate of the total marketing expenses paid by the contractor
for commodities produced on the operation under contract.

Marketing Charges
Refer to the detailed explanation of marketing charges above.

Record the tota marketing charges paid by this operation, landlord(s) and
contractor(s) for the sale of al commodities produced and sold on this operation
in 2003.

Money Received in 2003 for Prior Production or Marketing Contract

Record the tota dollars received in 2003 for any commodities that were
marketed or produced under a contract in 2002 or earlier years. Thismogt likely
would be adeferred payment for work done or commodities produced in 2002.
Verify that these deferred receipts are NOT included in Marketing Contracts
(item 1) or Production Contracts (item 2).

EXCLUDE:

* Marketing Charges and money received or any reimbursement for expenses.

Payment Received in 2003 for Prior Cash Sales

Report the dollar amount that this operation received in 2003 for commodities
that were sold for cash in 2002 or earlier years. Verify that these deferred
receipts are NOT included in cash sdles (item 3). This payment may have been
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deferred for tax purposes.
EXCLUDE:
* Marketing charges and money received or any reimbursement for expenses.
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SECTION E OTHER FARM INCOME
Item 1 Federal, State and L ocal Farm Program Payments
If the respondent received any payments from Federa, State or Local Farm
Programs in 2003, then check the yes box and ask question 2. If he/she did not
receive any of these paymentsin 2003, then skip to question 3.
January 2004
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[tem 2

Program Payments

Farm operations are digible for government payments under a variety of federd
farm programs. It is not imperative that the enumerator fully understand the
nuances of al program payments, since the respondent should know the source
of any payments received.

Item 2a Direct payments
Version 1 only

Record the total amount of direct payments received in 2003.

Direct payments under the 2002 Farm Act are Smilar to production flexibility
contract payments (PFC) of the 1996 Farm Act. Eligible producers are those on
farms for which program payment yields and base acres are established. The
total direct payment for a program crop is equa to the product of the nationa
direct payment rate of the program crop, the producer’s payment acres (85
percent of base acres) for the program crop, and the producer’ s program
payment yield for the program crop. Under this program, eligible producers
receive preiminary and find direct payments for digible crops.

Item 2a Conservation Payments
V2,V3,V4only

Include money recaived for the Conservation Reserve Program( Item 2j in V1),
Wetlands Reserve Program (Item 2k in V1) and Environmental Qudity Incentive
Program (Item 2i in V1).

Item 2b Counter-cyclical payments
Verson 1 Only

Record the total amount of counter-cyclical payments received in 2003.

Eligible producers are those on farms for which program payment yields and base
acres are established. Counter-cyclica payments are made if the effective price
for the program crop is less than the target price of the program crop. The
effective price of aprogram crop isthe sum of (1) the higher of the nationa
average market price of the crop during the marketing year and the marketing
assistance loan rate of the crop and (2) the direct payment rate. The counter-
cyclicad payment rate is the difference between the target price and the effective
price. Thetotal counter-cyclical payment for a program crop is equd to the
product of the counter-cyclical payment rate of the program crop, the producer’s
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payment acres (85 percent of base acres) for the program crop, and the
producer’ s program payment yield (or updated payment yield) for the program
crop. Under this program, digible producers receive first partia, second partid,
and find partid payments for digible crops.

Item 2b Direct Payments
V2V3V4Only

Item 2b(1)

See Item 2afor Verson 1.

Direct paymentsfor crop

V2, V3, and V4

Record the dollar amount of the tota (item b) payments that were for the Barley,
Sorghum or Cotton enterprise.

Item 2c Loan Deficiency Payments (L DPS)
Verson 1 Only

Record the total amount received in 2003 from loan deficiency payments.

Loan deficiency payments (LDPs) are payments made to producers who are
eligible to obtain a marketing assstance loan on aloan commodity, but agree to
forgo obtaining the loan for the commodity in return for loan deficiency payments.
Loan commodities includes whest, rice, corn, sorghum, barley, oats, upland
cotton, soybeans, other oilseeds, dry pess, lentils, small chickpeas, graded wool,
nongraded wool, mohair, and honey.

Nongraded wool in the form of unshorn pelts and hay and silage derived from a
loan commodity are not digible for marketing assstance loans. However, they
may be digible for loan deficiency payments.

Item 2c Money Received for various Payments
V2,V3,V4 Only

This question refers to payments received for counter-cyclical payments, loan
deficiency payments, marketing loan gain, and net value of commodity
cetificates. The items are discussed in the V1 documentation in the following
aress. Item 2b, Item 2c, Item 2d and Item 2e.
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Item 2c(1)  Counter-cyclical payments, loan deficiency payments, marketing loan
gain, and net value of commodity certificatesfor crop
V2,V3,and V4

Record the dollar amount of the totad (item ¢) payments that were for the Barley,
Sorghum or Cotton enterprise.

Item 2d Marketing Loan Gains (ML Gs)
Verson 1 Only

Record the total amount redlized in 2003 from marketing loan gains.

Commodity marketing assstance loans, with repayment provisons, are available
for whest, rice, corn, sorghum, barley, oats, upland cotton soybeans, other
oilseeds, small chickpess, lentils, dry peas, wool, mohair and honey. Market loan
repayment provisons are in effect when the dternative repayment rate, as
determined by CCC, isless than the per-unit principa plus accrued interest, other
charges, and in the case of upland cotton only, per-unit storage costs, for agiven
outstanding loan. Then, farmers are dlowed to repay commodity loans at the
repayment rate. Each day, other than weekends and holidays, CCC calculates
and posts |oan repayment rates, except for rice, upland cotton, other oilseeds,
small chickpess, lentils, dry pess, and peanuts, which are posted weekly. The
portion of the principd, if any, that is waived when aloan isrepaid isreferred to
as amarketing loan gain for the producer.

Item 2d Federal or State Program Payments
V2,V3, & V4 Only

Seeitems 2m and 2n of the CRR (Verson 1).

Item 2d(1)  Other federal and state agricultural program payment for crop
V2, V3 and V4

Record the dollar amount of the total (item d) payments that were for disaster and
market |oss payments for the Barley, Sorghum or Cotton enterprise.
Item 2e Net value of commodity certificates

Record the total amount received in 2003 from net vaue of commodity
certificates.
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Commodity certificates are available for use in conjunction with the commodity
market assstance loan program. Certificates can be purchased at the [oan
repayment rate for loan commodities. Upon purchase, the producers immediately
exchange the certificates for crop collateral pledged to the CCC as collatera
under commodity market assstance loan. The net vaue of the certificate is the
vaue of the certificate less the cost of the certificate.

Item 2f Government paymentsreceived through cooper atives

Record the total amount received in 2003 from cooperatives as the operation’s
share of program

Cooperatives may participate in various government programs on behdf of
farmers who comprise its membership. Include any income this operation
received from the cooperative which represents the operations share of program
payments received by the cooperative.

Item 2g Peanut quota buyout program payments

Record the total amount received in 2003 from the peanut quota buyout program.

The 2002 Farm Act terminated the peanut marketing quota system. Owners of
peanut quotas receive payments to compensate for the loss of quota asset vaue.
Payments may be made in five annud ingtallments of $0.11 per pound during
fiscal years 2002-06, or the quota owner may opt to take alump sum.

Item 2h Milk income loss contract payments

Record the total amount receive, including trangition payments, in 2003 from the
milk income loss program.

The 2002 Farm Act established the milk income loss program to provide a safety
net for dairy producers. A monthly payment is made to dairy farm operators if
the monthly Class | milk market price in Boston isless than $16.94 per hundred-
weight. Payments are to be made on up to 2.4 million pounds of milk per fisca
year per operation. This corresponds to the production from about 135 cows.
Participating dairy producers may aso receive trangtion payments, payments on
milk marketed from December 1, 2001, through the last day of the month
preceding the month the operation’s milk income |oss program contract is
submitted. The trangtion period lasts from December 1, 2001, until the time the
operation enters into the contract. For example: a dairy operation signs contract
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on November 15, 2002; FSA approves and signs contract on November 30,
2002; the trangition period for dairy operation is December 1, 2001, through
October 31, 2002. Trangtion payments are paid in alump sum.

Dairy operations that go out of business after December 1, 2001, may receive
trangtion payments on the first 2.4 million pounds of digible production
commercidly marketed during the trangtion period.

Item 2i Agriculturedisaster payments

Include the total amount of al market loss or disaster or emergency assistance
payments received from federdl programs. These programsinclude Apple
Market Loss Assistance Program (AMLAP), Cottonseed Payment Program,
Crop Disaster Program (CDP), Livestock Compensation Program, Hurricane
Assistance Program for Louisiana sugarcane producers and processors,
Livestock Assistance Program, Livestock Compensation Program, Noninsured
Crop Disagter Assistance Program (NAP), Disaster Assistance to producers
aong the Rio Grande River, Sugar beets Disaster Program, Sugarcane Disaster
Program, and Tobacco Payment Program (TOPP).

Exclude Federd Crop Insurance indemnity and other indemnity payments
recorded in Section E, items 4f and 4g.

Item 2j Conservation Reserve Program (CRP) payments
Record the total amount of payments received in 2003 from participation in the
Conservation Reserve Program (CRP). Include annua renta, cost share, and
incentive payments.

Item 2k Wetlands Reserve Program (WRP) payments

Record the total amount of payments received in 2003 from participation in the
Wetlands Reserve Program (WRP).

Item 21 Environmental Quality Incentive Program (EQIP) payments

Record the total amount of payments received in 2003 from participation in the
Environmental Quality Incentive Program (EQIP).
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[tem 2m

Any other federal agricultural program payments

Record the total payment amount received in 2003 from dl other federal farm
programs.

I[tem 2n Any other State or local agricultural program payments

[tem 3

[tem 4

Record the total payment amount received in 2003 from al State and local farm
programs. Include government payments for the sde of development rights (a
common practice in Northeast States). Exclude payments received from private,
non-profit, or other non-governmenta entities.

Landlord Government Payments

Record the total amount of government program payments dl landlord’ s received
for the acres you rented from them. For share renta arrangements, the landlord's
share of commodity program payments should be proportiond to crop share.

Income from Other Farm-Rdated Sour ces

Item 4a Cusom Work and Machine Hire

Include income received by the operation for work this operation or its
employees did for others using the operation's machinery such as plowing,
planting, spraying, harvesting, preparation of products for market, etc. Exclude
custom work which was considered separate from the operation and which had
its own set of books.

Item 4b Grazing of Livestock

Include any income this operation had from grazing of another operation’s
livestock on a per head or gain basis. Exclude any contract arrangements
previoudy recorded.

Item 4c Recreation

Include income received for recreation on the operation in 2003 including things
such as hunting, fishing, petting zoos, horseback riding, on-farm rodeos, etc.

Item 4d Sales of Forest Products
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[tem 4e

Record the tota 2003 income from saes of al forest products from the total
acres operated. Include timber sales, pulpwood sales, firewood saes, etc.

Exclude maple syrup and Christmas tree sales; they should be reported as crop
sdes.

Sales of Machinery and Vehicles

INCLUDE:
(@) al direct sales of machinery used for farming, such astractors,

combines, farm machinery, and equipment.
2 farm share of cars and trucks sold.

Exclude items traded in for other items since the vdue of these is deducted from
the purchase price.

Item 4f Federal Crop Insurance

Item 4f(1)

In 1996, Catastrophic Crop Insurance replaced disaster assistance. Under the
new law, the Federal Crop Insurance Reform Act of 1995, farmers are required
to obtain at least the basic catastrophic level of crop insurance coverage if they
want to participate in most USDA programs. Information on crop insurance
indemnity payments, combined with expense data for purchases of crop insurance
reported earlier, will be used to assess the impact of the new crop insurance
program on farmers.

Record the amount which was received from crop insurance indemnity payments
in 2003. If more than one payment was received, tota the payments.

Also record the amount of insurance payments collected for losses to insured
property that were not part of the payments covered by FCIC. Include the farm
share of insurance payments received for repair of vehicles owned by the
operation.

If members of the operator’s family received any insurance payments or
workman's compensation for illness or injury, include thisincome in under off-
farm income (Section K, item 8). Include hail insurance indemnity payments.

Federal crop insurance indemnity paymentsfor crop

V2, V3, and V4
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Record the dollar amount of the tota (item f) payments that were for the Barley,
Sorghum or Cotton enterprise.

Item 4g Other Insurance |ndemnity Payments

Report any insurance payment that was received in 2003 that was not aready
reported in item 4e.

Item 4h Coop Patronage Dividends and Refunds

Record the amount of patronage dividends resulting from ownership of sharesin
cooperativesin 2003. Include cash, equity dividends and patronage dividends
returned to this operation by cooperatives. Include dividend payments received
for sharesin farmer-owned commodity processing plants, such as ethanol plants.
These are frequently referred to as“ vaue-added” shares. Sugarbeet ‘retains
when received should be included.

Item 4i Tobacco Settlement Payments

Include any payments received under the Tobacco Settlement Agreement.

Item 4j Other Farm Income

It may be helpful to prompt the respondent by referring to the list of “Other Farm
Income” items in the respondent bookl et.

INCLUDE:

(1) sdes of livestock manure, straw and other by-products.

2 alotment or quota |eases.

(3 any Federd Excise Tax (FET) refund dlaimed, if the FET wasincluded
in fuels purchase codt.

4 hedging profits or losses.

(5) refunds claimed for marketing charges which were withheld. (For
example, Cotton Inc. refunds or refunds from the Dairy Refund
Payment Program.)

(6) equity or premium payments on CCC loans transferred to someone else
(money received above the face vaue of the loan).

(7 real estate tax rebates for land preservation.

()} renting or leasing of livestock.

9) renting or leasing of tractors, trucks, €etc.

(100  road tax refunds.
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(11 sdeof water. In areas of the West, operations with irrigation rights
have been able to sdll aportion of their annual water alotment to
municipa, commercia, and other industrid users.

(12 sdeof sil.

(13) al other farm related income not included in 3axi.
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SECTION F - OPERATING AND CAPITAL EXPENDITURES
What'sthis Section for? How istheinformation used?

This section provides the data used to develop estimates of farmer’s and
rancher’ s costs of doing business -- the expense side of an income statement.
Income statements of the farm sector, dong with balance sheets and financia
ratios, are developed from this survey and provided to the Congress by the
USDA in the annud report of the Status of Family Farms. These income
datements are widdy available through ERS publications such as Agricultural
Outlook, the quarterly Agricultural Income and Finance Stuation and
Outlook Report, and the annua Farm Business Economics Report. Each of
these reports are dso available viathe Internet to anyone interested in farm sector
financid performance. NASS aso publishes areport on Farm Production
Expenditures each duly.

Data from the farm sector accounts are provided to the Bureau of Economic
Anaysis (BEA), an agency within the Department of Commerce, wherethey are
used to estimate the Nation’ s gross domestic product (GDP) accounts. These
datainsure that BEA can accurately reflect the vaue of agricultural goods
produced in the United States relative to the other industries. Information for
non-farm industries comes from IRS sample data, Census Surveys of Population
and Income, non-farm business surveys conducted by the Bureau of Labor
Statistics, by the Federd Trade Commission and by BEA. Data from non-farm
indugtries are published in BEA’s Survey of Current Business.

Under- or over-reporting of costs would limit USDA' s ability to accurately report
the cost of producing various crop and/or livestock commodities. Since dl crops
and livestock produced by the farm are reported, one use of data from this
section isto assess how costs are changing for different types of farms. Changes
are tracked over time so USDA and Congress have the best information to
understand what is taking place in agriculture today.

In this section, each mgjor cost item is obtained--seed, fertilizer, chemicalss, feed,
purchased livestock, veterinary and medicines, custom services and work, |abor
costs including wages, taxes, benefits and services provided, fud, utilities, repairs,
overhead expenses such asinsurance, accounting, attorney fees, interest, and
depreciation. The detall dlows usto compare and quantify, item by item, cost
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per unit indicators. The ability to examine expenditures this closaly improves the
quality of both the individua and aggregete estimates of farm expenses. While it
takes longer to ask the detail of the cost statement, leaving out some costs would
make net income appear larger than it infactitis! If wedid not ask for cost by
item, we know from experience that respondents fail to report items, particularly
items not typicaly in their record books.

More detall is asked on someitems:

Breeding stock is separated from other cattle, calves, hogs, pigs, sheep
and lambs. Thisis done because purchases of breeding stock are an
addition to the farm’ s capital, much like atruck. Operators can place
breeding stock on a depreciation schedule and claim a deduction on
their taxes. Thus, these purchases are not a part of ordinary operating
expenses. Breeding stock isincluded in the balance sheet and the
deprecidion isincluded in the income statement.

Although poultry farms may aso have breeding stock, dl poultry is
recorded in the item for dl poultry and other livestock.

Non-cash items such as depreciation, inventory adjustment, and non-
cash benefits paid to workers. Although not a cash outlay, most farm
operators are familiar with depreciation because it is a deduction that
can be claimed on their 1040F tax form. Many farmers seek the advice
of an accountant or tax advisor on how much depreciation they will
clam on their buildings, equipment and breeding stock and over how
many years. The amount of depreciation during ayear shows what has
happened to the value of afarm's capital equipment (like trucks,
tractors, implements, buildings, etc.).

The entire cost of capita items cannot be deducted as a business
expense in the year they are purchased or built. Rather, the costis
spread out over their useful life. Depreciation measures the cost of
using capita items during a particular year (how much they declined in
vaue). Depreciationisacritica component of net farm income: one of
the key gatistics published usng ARMS information. Depreciation and
net farm income provide measures of how individua farmers are doing,
aswell as measures of how the entire farm economy is doing.

Depreciaion is aso used in the farm household statistics so sdif-
employment income from farming matches the Commerce Department
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definition of saf-employment income from anon-farm business. This
alowsincome from farm businesses to be compared with non-farm
business income by the Commerce Department, which has
responsbility for statistics on al aspects of the U.S. economy.

Other non-cash items such as non-cash expenses for workers and the
vaue of inventories are collected as part of the net cash income
esimate.

Costsof Production (Version 2,3 & 4)

Most of the information necessary to compute cost-of-production for Barley,
Sorghum and Cotton were collected in the Phase |1 portion of ARM S conducted
inthefal. However, severd questions are included in Phase [11, COP
guestionnaires (Version 2,3&4) to collect data used to compute cost-of -
production. It is necessary to ask these questions in the spring because: (1) the
farmer does not have a full 12 month accounting of the expense items a the time
of the fdl interview; (2) some costs are for farm overhead items and information
about dl enterprises on the farm helps dlocate these codts; or (3) some data
andyses can only be done when congdering total farm and not smply field level
costs which were collected in the fall.

Farm overhead costs for such items as farm supplies and tools, generd business
expenses, taxes, interest, and insurance are collected in the spring and alocated
to the sdlected commodity based on their relaive vaue of total farm production.
Production cogts for seed, fertilizer, chemicas, and other input items are used to
examine the production costs and profitability of the entire enterprise instead of
only for asdected field. For the purposes of cost-of-production estimation, farm
overhead isthat portion of costs not directly attributable to any particular
enterprise, but that must be paid for by all enterprises. Many of these items are
obvious, such as general business expenses, taxes, insurance, and interest, and
are eadly measured. However, two items, electricity and repairs, are more
difficult to measure. To smplify our measurement we have designated that
eectricity use and repairsfor irrigation are not part of farm overhead. Therefore,
guestions areincluded in Versons 2, 3, and 4 to separate the amounts spent for
theseitems. These amounts will be deducted from the total and the remaining
electricity and repair costs will be alocated to the cost-of-production
commodities.

General Instructions
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ALL EXPENSES FOR THIS OPERATION (defined by the total acres
recorded in Section 1, item 4) paid in 2003 should be included in this section.
This includes expenses for the Operator, Partners, Landlords and Contractors.

Exclude expenses not related to the farm/ranch, expenses for performing custom
work for others (if separate set of books are used for custom business), and
household and living expenses.

Ask the respondent to use farm/ranch records and explain that the interview will
probably be shorter if these records are used. You are far more likely to get
accurate information from records than from respondents who are relying on
memory or guesswork. The questionnaire generaly reflects common record
keeping systems. In addition, many of these expenses are line items on the IRS
1040F. If the respondent cannot give exact dollar figures, BEST ESTIMATES
are acceptable.

Expensesfor Landlordsand Contractors

Expenses paid by landlords and contractors are recorded in this section. These
figures are added to the expenses provided by operators for their farmsto
develop estimates of the total costsincurred to produce crops and livestock
during the calendar year. In some sSituations, landlords and contractors provide a
relaively large share of some expense items such as property taxes, purchases of
livestock, feed, and farm supplies.

It is even more important to have a good estimate of contractor and landlord
expenses when the operation's expenses are expanded to represent dl farms.
This gives us the estimate of total farm production expenses used to calculate net
farm income. If landlord or contractor expenses are incomplete or understated,
then total expenses will be understated. When that happens, the farm sector of
the economy appearsto be in better financia shapethanitis.

Expense data reported for landlords are combined with the gross rent reported in
Section 1 for cash rent and share rent land to develop an estimate of the net rent
earned by landlords. Landlords net rent issSimilar in concept to farmers net
income -- both measure economic well-being.

The expenses reported for contractors are combined with an estimate of the value
of product removed under production contracts (quantity removed under contract
times an average price for the state), to develop an estimate of contractors share
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of net farm income.

DO NOT CONTACT LANDLORDS to complete this section. Contact
contractors only when instructed to do so by the State Office.

Under most production contracts, the contractor usualy ether pays most of the
production expenses or reimburses the contractee for the expenses while the
commodity is on the contractee's operation. Sometimes rembursement for these
expenses is added to the amount paid to the contractee for services. Settlement
sheets or other contract documents usualy break out reimbursed expenses.
Reimbursed expenses should be included in this section.

Sometimes the contractor charges the operator for some expenses the contractor
originaly paid. Examples of this are sometimes found in production contracts for
processing vegetables, where the contractor originally paid for items such as seed
and chemicals. Then the contractor charges the operator for their costs, as
deductions from the gross value on the settlement sheet. These expenses should
be recorded here.

If the operator cannot provide settlement sheets (or otherwise report contractor
expenses), explain in notes the type and amount of services provided by the
contractor. Record the contractor's name, address and phone number so the
State Office can contact the contractor to get the information. This contact
should be made only through (or by) the State Office to avoid the possibility of
severd enumerators contacting the same contractor.  Enumerators assigned to
complete any of the follow-up interviews with contractors can get the information
on expenses paid by the contractor using ablank questionnaire or by using a
contractor expense worksheet provided by some State Offices.

Most operators will know what expenses were paid for by their landlords. If for
some reason, the operator cannot provide these numbers, DO NOT CONTACT
THE LANDLORD(S). If the operator does not know the amount paid by their
landlords, they should know which items were paid. If this happens, provide
detailed notes explaining which items were paid for by the landlords so the State
Office can provide an estimate for these expenses.

Expensesin this section are divided into three columns: Operator and Partners,
Landlords, and Contractors. Be sure to record the expensesin the correct
column. Probe to verify the respondent has reported costs associated with each
item that were paid for by the landlord or contractor.
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Iltem 1 Seeds, Plants, Trees, etc.

Thisitem refers to the cost of any purchasesin 2003 whether they were entirdly
used or not. For example, afarm may have purchased $1,000 of seed but only
planted $300 of it. In this case, record the $1,000. Make sure the respondent
accounts for all purchases of seed, sets, plants, trees, etc., not only the amount
used to plant the crop harvested. These expenses are often aline item in record
books (and on the IRS 1040F). Note that operations can have these
expenditures even when they did not have any harvested acres. Be surethe
operator remembers to include any expenses for seed for pastures.

INCLUDE:

1) expenditures for cleaning or treating homegrown seeds or plants,

2 expenditures for trees or shrubs used as windbreaks or for reforestation
(if the operation did not congider this a capita expense).

3 seed expenses for cover crops planted on idle land.

4 expenditures for plants purchased and transplanted to grow as a crop
(for example, tobacco transplants).

(5) technology feesfor purchasing genetically atered seed.

EXCLUDE:
(@) expenses for items purchased for direct resde.
2 value of homegrown seed.
3 tree purchases that were considered capital expenses
(land improvements). These should be recorded in item 32.

Item 1a Amount of Seed Expense for Barley, Sorghum or Cotton
V2V3&V4Only

Record the dollar amount of the tota (item 1) seed and plant expense that was
for the Barley, Sorghum or Cotton enterprise.

Iltem 2 Fertilizer, Lime, and Soil Conditioners

Thisexpenseisalineitemin dmog al farm record books (and on the IRS
1040F).

INCLUDE expensesfor:
(1) dl commercd fertilizer
(2) fertilizer-pedticide combingtions
(3) pre-emergence herbicides mixed with fertilizer sold as one
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product

(4) trace dements (micro nutrients) such as zinc and cooper

(5) limeand dl soil conditioners, purchased manure, cottonseed hulls,
dudge, gypsum, sulfur, marl, peet, and other conditioners

(6) application codsif materials were custom applied.

Item 2a Total Fertilizer Expensefor Barley, Sorghum or Cotton

V2,V3& V40nly
Record the dollar amount of the tota (item 2) fertilizer expense that was for the
Barley, Sorghum or Cotton enterprise.

Item 3 Agricultural Chemicals

Chemical expenses are recorded as aline item in most record books (and the
IRS 1040F). Include crop, livestock, dairy, poultry, and genera farm use
chemicals.

INCLUDE expensesfor:

(1) insecticides, herbicides, fungicides, defoliants, nematicides,
fumigants, growth regulators, and rodenticides used on crops,
pastures, seeds, crop storage buildings or seed beds for the
control of al types of weeds, diseases, insects, rodents, fungi,
nematodes and other predators.

(2) dl sprays, dudts, granules or other materids.

(3) application codsif materials were custom applied.

(4) carier materids such asfud oail, solvents or wetting agents mixed
with pesticides.

(5) 4l pedticides gpplied to crops or buildings even if dl or part was
paid by the government.

(6) 4l sprays, dips, dusts, dairy pesticides, udder antibacteria
disinfectants, and other chemical's purchased for use on livestock.
If the respondent records these items under supplies, try to get
them broken out and include them here.

EXCLUDE expensesfor:
(1) thevdue of pesticides in fertilizer-pesticide combinations (record
initem 2).

(2) deaning chemicdsfor equipment and buildings on dairy and other
livestock enterprises (record these expensesin item 13).

Item 3a Total Custom Application Expense
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V1O0nly

Record the dollar amount of the totd (item 3) agricultural chemical expense that
was for custom application only.

Item 3a Chemical Application Expense for Specific Commodities
V2,V3& V4 Only

Record the dollar amount of the totdl (item 3) chemica expense that was for the
Barley, Sorghum or Cotton enterprise.

Livestock Expenses |tems 4-8

Purchased feed, livestock purchases, livestock leases and livestock expenses
such as breeding and veterinary services are usualy recorded asline item
expenses in record books. Y ou may have to probe to break figures out for some
of the expense categories.

Exclude al expensesincurred by feedlots and other types of contractees that fed
this operation’s livestock on a custom basis.  If this operation is afeedlot, include
only expenses for which it was not reimbursed in the Operator column. Expenses
for which the operation was reimbursed should be recorded in the Contractor
column.

Purchases of livestock and poultry during 2003 should include the price of the
animds plus commission, yardage, insurance and fees.

In large integrated operations livestock or poultry are usualy transferred from one
production phase of the operation to another production phase. Although thisis
not atrue purchase, we need an estimate of the vaue of the livestock or poultry
at the points they move between production phases to accurately gauge the net
vaue of production. An example of thisis a hatchery that receives hatching eggs
from another part of the integrated operation. We would obtain an estimated
vaue or “book vaue’ of the hatching eggs in thisitem. Without an estimated cost
of hatching eggs to the hatchery, the net value of the hatchery output would be
overdaed. Thispracticeisin line with accounting practices of nonfarm
corporations that assess the “profitability” of each phase of production. This
makesit possble to compare profitability of farms with non-farm businesses at
the state and nationd level.

Livestock Purchases

Item 4a Breeding Stock
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INCLUDE expensesfor:

(1) BEEF animalsto be used as breeding stock or herd replacement
for this operation, regardless of age.

(20 MILK cows.

(3 DAIRY animasto be used as breeding stock or herd
replacement for this operation, regardless of age.

(4) 4l gilts, sows and boars purchased for breeding purposes.

(5) dl ewes, rams and lambs purchased for breeding purposes.

Item 4b All Other (Non-breeding) Cattle, Calves, Hogs and Pigs

INCLUDE expensesfor:
(1) any cattle or calves not purchased for breeding herd replacement
or expangon.

(2) cattleplaced in afeedlot.
(3) dl other hogs and pigs such as feeder pigs and market hogs.

Item 4c Chickensand Turkeys Purchased

Record the total cost for al chickens and turkeys purchased by the operation or
transferred from one production phase of the operation to another production
phasein 2003. Transfers are not atrue purchase, but we need an estimate of the
vaue of the poultry moving through the operation.

Include poultry raised under contract only if the operation is considered to have
purchased the birds. In most contract arrangements, the contractee does not
purchase the birds. In this case, record the vaue of the poultry at the time it was
placed on the operation as a contractor expense.

The respondent should have settlement sheets from its contractor for each flock
that list these expenses. Expenses are listed ether asatotd for eachitem or on a
per pound basis. Tota expense for the year is determined by the number of
flocks or total pounds of birdsraised. If the operator cannot provide a settlement
sheet or report the expenses, find out how many birds the operation grew under
contract in 2002, and explain with a note.

Item 4d Other Livestock, Poultry, Fish, Bees, etc.

INCLUDE expensesfor:
(1) all sheep and lambs, other than for breeding stock.
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2 mules, goats, al horses and ponies, €etc.
(3) ducks, geese, guineas, pigeons, etc.
4 hatching eggs
©) bees purchased.
(6) rabbits, mink and other fur bearing animals.
(7 cetfish or other fish raised commercidly or used for home consumption.
(8) milk and eggs purchased to fulfill marketing agreements.
9 dogs used to work livestock or as guard dogs for the operation.
(10) al other livestock or products not aready included.

Exclude expenses for animals kept only as pets.

Item 5 Leasing Livestock

INCLUDE expensesfor:
(1) Renting or leasing of livestock by this operation.
(2) Renting bees and bee hives.

Item 6 Purchased Feed
This expenseisaline item in most farm record books (and the IRS 1040 F).
Include dl feed grains, hay, forages, mixed or formula feeds, concentrates,
supplements, premixes, sdt, minerds, animal by-products and dl other feed
additives and ingredients.

Item 7 Bedding and Litter

Record the amount spent by the operation in 2003 for bedding and litter for
livestock, dairy and poultry.

INCLUDE expensesfor:
(1) draw, hay, €tc.
(2) sawdust, wood chips, corn stalks, etc.
(3) 4l other bedding and litter items.

Item 8 Medical Supplies, Veterinary, and Custom Servicesfor Livestock

INCLUDE expensesfor:
(1) feed processing, grinding and mixing services (cost of feed should be

January 2004
Page 5076



2003 Agricultural Resource Management Survey
Phase Il - Interviewer's Manual

[tems9- 13

included initem 6). If the respondent includes custom feed processing
with feed costsin farm records, try to get thisitem broken out and

includeit here.

2 veterinary services or supplies.

(3) miscellaneous livestock and poultry medica services and supplies
(regardiess of where purchased).

4 sheep shearing.

(5 horse-shoeing for work horses used on the operation.

(6) remova of dead animals.

(7 branding.

(8) cadrating and caponizing.

9 artificid insemination and breeding.
(10) performance testing.

(12) sning of fish.

(12) semen.

Fuels, Utilities, and Purchased Water (Farm Share Only)

These questions ask for the total spent for the farm share of utilities, fudsand
irrigation water. Farm record books (and the IRS 1040F) have an entry for total
gasoline, fud and oil expenses. Only the FARM SHARE should be reported,
which is whatever the operation took asits business expense on its tax form
and/or income statement. One way to help the operator report here, especidly if
his records are itemized differently, is to remind him of how the costs would have
been incurred, such as for operating irrigation pumps, drying equipment, motor
vehicles, machinery, etc.

For farm share of utility expenses, include monthly or annud charges to maintain
service even when a utility is not being used (stand-by fees). Also include
emergency eectric guarantee fees, etc.

If farm and home meters are separate, exclude costs for water and/or electricity
for the home except in Stuations where the farm office is in the home. In this case,
include the farm share of home water and/or ectricity expense. If someor dl of
the farm buildings shared the same meter as the home, include only the farm's
share of the cogtsin thisitem.

INCLUDE expensesfor:
(1) dl fudsusedin autos, trucks, tractors, self-propelled machinery
(combines, swathers, etc.), irrigation pumps, eevators, chain
saws, etc. Includethe FARM SHARE ONLY.
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@)
©)

(4)
Q)

(6)
()

(8)

al fudsfor heating and lighting farm buildings.

fuels usad to heat afarm office (including the cost of cod or
wood).

fuels usad for drying or curing crops (including the cost of cod or
wood).

fud for vehicles and machinery used both on this operation AND
for custom work or machine hire. (Income from custom work
and machine hire will be reported as farm-related income in
Section 16, item 1).

aviaion fuds.

Federd excisefue taxes. (Refunds of Federd excise fuel taxes
paid should be reported as other incomein Section 16, item 9.)
Purchased irrigation water and the costs of eectricity or other fuel
asociated with irrigating.

(9) All farm share expenses for other utilities including telephone
service and water other than irrigation.
EXCLUDE expensesfor:
(1) fud for machinery used only for custom work where separate

)
©)
(4)
Q)

Item 9 Fuel Expense
V2V3\V4

books were kept and income from custom work was consdered
to be from a separate business.

petroleum products used as carriers with pesticide sprays.
(These should be included in item 3 in this section.)

fud used in motor vehicles for non-farm use and in other engines
or machinery used for non-farm purposes.

fuels used for heating or cooking in the operator's residence.

fuel provided to farm employees for non-farm use as a non-cash
benefit.

Record the farm share of the totd fud expense including diesd fud, gasoline and
gasohol, naturd gas, LP gas (propane and butane), al other fuels (cod, fud all,
kerosene, wood, etc), and oils and lubricants (grease, hydraulic fluids, motor oils,
transmission fluids, etc.).

Item 9a Diesel Fuel
V1only

Record the farm share of expensesfor diesd.
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Item 9b Gasoline and Gasohol
V1only
Record the farm share of expenses for gasoline and gasohal.

Item 9¢c Natural Gas

V1only

Record the farm share of expenses for natura gas.
Item 9d LP Gas
V1only

Record the farm share of expenses for LP gas (propane, butane).

Item 9e Oilsand Lubricants

V1only
Record the farm share of expenses for oils and lubricants. Include grease,
hydraulic fluids, motor ails, transmission fluids, c.

[tem of All Other Fuds

V1only
Record the farm share of dl other fuds. Include cod, fud oail, kerosene, wood,
etc.

Item 9(1) Fuel Expensefor Irrigation

V2V3V4only

Record the farm share of totd fuel expensesfor irrigation.

Iltem 9(1a)  Fuel Expensefor Water Pumped From Wells
V2V3V4only
Record the portion of tota fuel expense was for water pumped from wells,

Item 9(2) Total Fuel Expensefor Barley, Sorghum or Cotton
V2V3V4only

Record the dollar amount of the totd (item 9) fud expense that was for the
Barley, Sorghum or Cotton enterprise.

Item 10 Electricity
Record the farm share of the tota amount spent for eectricity, including irrigation.

Include eectricity for the farm office, barns and other farm buildings. If thefarm
officeisin the home, include only the farm's share of the home eectricity expense.
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Include monthly or annua charges to maintain service even when eectricity is not
being used. Include emergency dectric guarantee fees, etc.

Item 10a Electricity for Irrigation

V2V3\V4only
Record the dollar amount of the total (item 10) dectricity expense that was for
the irrigation.

Item 10a(1) Electricity Expensefor Barley, Sorghum or Cotton

V2V3V4only
Record the dollar amount of the total (item 10a) dectricity for irrigation that was
for the Barley, Sorghum or Cotton enterprise.

Item 10a(2) Electricity Expensefor Water Pumped from Wells

V2V3\V4only
Record the dollar amount of the total (item 10a) dectricity for irrigation that was
for water pumped from wells.

Item 10b Electricity for Drying

V2V3V4only
Record the dollar amount of the tota (item 10) electricity expense that was for
the drying.

Item 10b(1) Electricity Drying Expensefor Barley, Sorghum or Cotton
V2V3V4only
Record the dollar amount of the totd (item 10b) dectricity for drying that was for
the Barley, Sorghum or Cotton enterprise.

[tem 10c Electricity for Specialized Livestock Production Facilities
V2V3\V4only

Record the dollar amount of the tota (item 10) electricity expense that was for
the specidized livestock production. Include specidized production for dairies,
feedlots, poultry houses, swine buildings, etc.

Item 11 Purchased Irrigation Water

Record the total costs of purchased irrigation water acquired from any off-farm
water source to irrigate crops on the farm. Include any drainage assessments,
delivery charges, or other fees associated with the purchased water, and any
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standby fees and/or taxes which must be paid even if no water is used.

Item 1la Purchased Irrigation Water For Barley, Sorghum or Cotton
V2V3V4only
Record the dollar amount of the total (item 11) purchased water for irrigetion
expense that was for the Barley, Sorghum or Cotton enterprise.

Item 12 All Other Utilities

Record the farm share of the totdl expense for telephone service and cdls, water
(other than for irrigation), and al other utilities not previoudy reported. Include
monthly or annua charges to maintain service even when the utility is not being
used (stand-by fees). If farm and home meters are separate, exclude al costs for
utilities for the home except in Stuaions where the farm office isin the home. In
this case, include the farm share of the utility expensesfor the office. If someor
al of the farm buildings shared the same meter as the home, include only the
farm's share of the costs.

Items 13-16 Suppliesand Repairs

Item 13 Farm Supplies, Marketing Containers, Tools, Shop Equipment, etc.

Record expenses for miscdlaneous supplies and equipment, marketing
containers, hand tools and farm shop power equipment not placed on a
depreciation schedule. (Power equipment is defined as equipment requiring fuel
or electricity to operate). Exclude expenses for containers purchased for direct
resde to consumers. Exclude expenses for fencing and irrigation equipment--
these will be collected separately.

INCLUDE expensesfor:
(1) baling wire and twine.
2 carpentry supplies, dectrica supplies and plumbing supplies.

(3) mechanic's tools, pliers, wrenches, etc.

4 axes, balt cutters, fencing tools, forks, picks, scoops, shovels, spades,
€tc.

) power drills, grinders, saws, sanders, welders.

(6) COMPressors.

(7 acetylene gas, oxygen and welding rods.

()] chain saws.

9 battery chargers.
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(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)

(18)
(19)
(20)
(21)

(22)
(23)

(24)

(25)

bolts, chains, nails, rope, etc.

hoists, jacks, winches, etc.

ladders.

scales.

attachments and accessories for any itemsin this category.

fud tanks.

agriculturd bags, canvas, polyethylene film, tarpaulins, etc.

ran gear or other protective clothing purchased for use on the
operation.

other supplies and tools which are generdly reusable and which are not
included esawhere.

repair of tools and other itemsin this category.

dairy equipment cleaning chemicals (detergents, sanitizers, etc.)
containers purchased for planting, growing, harvesting or marketing any
commodity.

baskets, boxes, flats, trays, sheets, totes, bins, crates, wool bags, etc.
rental or per unit fees for containers, sheets, etc. provided by a
marketing association or cooperative.

usage charges or rental fees for containers provided by a buyer,
shipper, or packer.

nursery and greenhouse containers purchased for nursery production,
even if they are to be resold with the plant. Exclude containers
purchased for immediate resde.

Item 14 Repairs, Partsand Accessoriesfor Vehicles, Machinery, & Equipment

Record the total FARM SHARE of expenses for materials, labor, parts and
services for repair and upkeep of motor vehicles and equipment. Include the cost
of accessories for machines and equipment. If they are not listed separately in the
operator's records, family use expenses may be included.

INCLUDE expensesfor dl:

1) tune-ups or overhauls of machinery or equipmen.

2 damage repairs even if covered by insurance settlements.

(3) maintenance and repairs for al vehicles, machinery, equipment,
implements, irrigation and frost protection equipment, etc.

4 parts and accessories for vehicles and equipment

Examples of these expenses include:

(@) hitches.

2 whed weights (incdluding fluid).
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()] mirrors, radios, etc.
4 tractor cabs, air conditioners, €tc.
(5) electric sensor systems.

©) any other accessories.
(7 services and parts for overhauls, tuneups, tubes, tires and repair of
equipment.

(8) brake adjustments and exhaust system repairs.

9 front end dignments, steering adjustments, whed baancing and
replacement of shock absorbers.

(10) replacement or repair of carburetors, fuel pumps, fue injector systems,
water pumps, dectrical systems, clutches and transmissions, body
work, frame repairs, painting and glass replacement.

(11 major engine overhauls and minor tune-ups, vave and ring jobs.

(12) replacement parts for al machinery including disk blades, cultivator
sweeps and shovels, sickles, guards and baler parts.

(13 repair of livestock or poultry eguipment.

(14) hydraulic cylinders

(15)  frost protection system repairs and maintenance.

EXCLUDE expensesfor:

(1) accessories included in the purchase cost of vehicles, machinery,
equipment, etc.

2 beds, boxes and hydraulic systems purchased separately from a newly
purchased truck.

Item 14a Repairs, Partsand Accessoriesfor Vehicles, Machinery, & Equipment
For Barley, Sorghum or Cotton

V2V3\V4only
Record the dollar amount of the total (item 14) repairs, parts, accessories for
motor vehicles, machinery and farm equipment expense that was for the Barley,
Sorghum or Cotton enterprise.

Item 15 Maintenance/Repair of Farm Buildingsand Land I mprovements

Record al expenses associated with maintenance of fences, buildings and other
gructures, and land improvements. Maintenance and repair expenses for existing
land and conservation improvements are those expenses the operation has on a
regular basis and which have to be done for these improvements to continue to be
useful. Example: annud leveling done for irrigetion systems and repairing exigting
dikes and ponds.
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INCLUDE maintenance and repair of:
(1) housesfor hired farm/ranch labor or tenants.
(2) 4l other farm/ranch buildings such as barns, shops, Sorage
facilities, sheds, Slos, binsand smilar structures.
3 wdls
(4) dranagefadilities
(5) 4l other farm improvements.

Exclude any new congtruction or remodeling expense (report in items 32 or 33).

Item 15a Maintenance/Repair of Farm Buildings and Land Improvements for
Specialized Livestock Production Facilities

V2V3\V4only
Record the dollar amount of the tota (item 15) maintenance/repair of farm
buildings and land improvements that were for specidized livestock production
facilities. Include dairies, feedlots, poultry houses, and swine buildings.

Item 15b Maintenance/Repair of Farm Buildingsand Land I mprovementsfor
Irrigation Equipment and Pumps

V2V3V4only
Record the dollar amount of the tota (item 15) maintenance/repair of farm
buildings and land improvement expense that were for irrigation equipment and
pumps.

Item 15b(1) Maintenance/Repair of Farm Buildingsand Land | mprovements for
Irrigation and Pumpsfor Barley, Sorghum or Cotton

V2V3\V4only

Record the dollar amount of the total (item 15b) maintenance/repair of farm
buildings and land improvement expense that were for irrigation equipment and
pumps that for the Barley, Sorghum or Cotton Enterprise.

Item 16 Maintenance and Repair of the Operator’s House

Record the total amount spent in 2003 for maintenance and repairs to the
operator's housg, if it was owned by the operation.

If the operator does not understand what is meant by ‘owned by the operation’,
offer the definitions noted on the questionnaire. Owned by the operation can
mean ether the houseis recorded as an asset in farm record books, used as
security/collateral for afarm loan, or deeded as part of the farm.
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Exclude any new congtruction or remodeing expense (report in item 34).

Item 17 Insurance

Item 17a

Item 17a(1)

Include the farm share of dl types of insurance including casudty insurance, crop
and livestock insurance, motor vehicle ligbility, blanket insurance policies, etc. In
most record books, insurance expenseisalineitem. The IRS 1040F aso
containsasmilar expenseitem. Exclude premiums paid in earlier yearsfor
coveragein 2003. Also exclude premiums paid for life, hedth, and other payroll
insurance.

Crop Insurance

Record the dollar amount of the total (item 17) insurance expense that was for
crop insurance.

Crop Insurance for Barley, Sorghum or Cotton

V2V3\V4only

[tem 18a

[tem 18b

Record the dollar amount of the total (item 17a) crop insurance expense that was
for the Barley, Sorghum or Cotton enterprise.

Interest and Fees Paid on Debts

Record the total amount spent by the operation in 2003 for interest and service
feesfor dl loans owed by the operation which were secured by red edtate.
‘Secured by redl estate€ meansreal estate, such asland, building or a home that
was used as collaterd in obtaining the loan.

EXCLUDE:
(1) interest on farm debts that was not part of this operation.
(2) interest on the operator's resdenceif it is owned by the operator
separately from the operation.
(3) payments made on the loan principa amount.
(4) interest and fees paid on debts NOT secured by real estate.

Interest and Fees Paid on Debts NOT Secured by Real Estate

Record the dollar amount spent by the operation in 2003 for interest and service
feesfor dl loans owned by this operation which were not secured by redl
estate—machinery, tractors, trucks, other equipment, fertilizer, feed, seed, or
livestock and poultry, breeding stock, money borrowed for use as working
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[tem 19a

[tem 19b

capital, and interest paid on CCC loans. Exclude interest and fees paid on debts
secured by real estate which are reported initem 18a

Real Estate Taxes

Record the amount of red estate taxes paid by the operation in 2003. Thisisa
lineitem in most farm record books (and the IRS 1040F.) Exclude taxes paid
on persond property (they areincluded in item 19b).

Some states dlow homestead exemptions, old age exemptions, etc., so dl land
owners may not be required to pay taxes on any, or apart, of their land, If the
operation is not required to pay taxes due to an exception, make a note on the
guestionnaire.

INCLUDE:
(1) taxesonfarmland and buildings only.
(2) taxespadin 2002, evenif they werelevied in another year.
(3) 4l patners shares of taxes when a partnership is reported.

EXCLUDE:
(1) taxeson persona property (includeinitem 19b).
(2) incometaxespadtoIRS.

Other Property Taxes

Persond property taxes may be assessed on things such as cars, trucks, farm
machinery, livestock, production inputs, etc. that are not associated with land or
buildings. Record the total amount this operation paid in 2003 for property taxes
other than land or buildings.

Item 20 Renting and Leasing Vehicles, Tractors, Equipment and Storage Structures

Record the total 2003 expense for renting or leasing dl vehicles, tractors, farm
meachinery, equipment and structures.

Item 21 Vehicle Registration and Licensing Fees

USDA accounts for income generated on farms in a manner consistent with that
used internationdly, following guiddines established by the Organization for
Economic Co-operation and Development (OECD). The U.S. value-added
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measure includes payments-linked-to-production paid to governments as an
expense category. Property taxes and vehicle regigtration and licensing fees are
components of this category.

Record the total expense paid by the operation in 2003 for the farm share of
registration and license fees for motor vehicles, trallers, efc. Alsoinclude
hazardous materia (HAZ-MAT) hauling license fees required in some states to
haul agricultural chemicals on public roads. If license fees associated with new
vehicles were collected by the dedler when the vehicle was sold, they should be
listed on the purchase agreement or bill of sdle. Probe to be sure persondl
property taxes assessed on vehicles are not included in thisitem. These taxes
should be recorded in item 19b.

Item 22 Depreciation for Capital Assets

[tem 22a

Feed, seed, fertilizer, and other production inputs are typically used completely in
each year, and their cost is usudly considered an expense in that year. Capita
assats, on the other hand, typically last for more than one year, so the cost of
those assets must be dlocated over the years that the asset isused. Depreciation
isthe portion of an asset’svauethat is“used up” in each year itisemployed in
production. In figuring net income for tax purposes, this cost usualy equasthe
origind price of an item spread over the yearsin the service life st for the item by
the IRS. Accountants and tax advisors usualy determine a depreciation schedule
(over how many years will capital assets be used up) for the farmer.

Farmers often rely on the expertise of their accountant or tax advisor for thisitem.
However, thisitem is available on the IRS 1040F. For this survey, usethe
depreciation amount claimed by the respondent on hisincome tax return. Y ou
may refer arespondent directly to the 1040F item, but only if he/she seems
agreeable.

If the operator has been farming along time, his equipment and breeding stock
may be ‘depreciated out’, meaning he did not claim any on his 2003 taxes. If this
isthe case, make a note explaining the Situation.

If the operation is a partnership, include the amount claimed by partners. DO
NOT enter the CURRENT VALUE of depreciable assts.

Depreciation for Breeding Livestock

Record the amount of item 22 that was specificaly for breeding livestock.
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[tems 23-30 Labor Expenses

Item 23 Cash Wages Paid to Hired Workers

Record the total cash wages and bonuses paid to dl hired farm and ranch [abor
on this operation in 2003 for agricultura work.

INCLUDE in the totd amount paid:

(1) cashwages, incentives, bonuses and profit percentages paid to
workers doing agricultura work on land in the operation in 2003.

(2) wagespad to family members and corporate officers.

(3) <dariesof hired managers.

(4) theSALARY paid to the operator. (Do not include "draws'.
"Drawing" istaking money out of the farm/ranch business for
household expenses or other non-farm/ranch expenses.)

EXCLUDE from the total amount paid:

(1) wagespad for housework.

(2) expensesfor contract labor (record initem 26).

(3) money taken by the operator's household on a"draw”.

(4) Employer'sshare of payroll taxesincluding Socid Security,
Unemployment, Workers' s Compensation, etc. (record in item
25).

(5) bendfits such as hedth insurance, life insurance, pensions,
retirement, etc. (record in item 25).

Paid labor includes only those workers whose pay was considered a business
expense of the farm/ranch operation during 2003. These workers should have
gotten a W-2 form from the operation, but for some reason they may not have.
The key point in thisitem isthat if the wages paid to the workers were consdered
a business expense to the operation, include them

here. Operators who had more than 500 work hours of farm labor in any quarter
during 2003 are affected by minimum wage laws.

Paid |abor INCLUDES:
(1) agriculturd workers on the payroll no matter where they worked.
(2) agriculturd workers on paid vacation or sick leave.
(3) service workers provided to other operations by the selected
operation.
(4) family memberswho were paid by the operation.
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In order to be counted as agricultura workers, employees must beinvolved in
activities defined as being agricultura work.

INCLUDE as Agricultural Work:

@

@)

©)

(4)
Q)
(6)

work done ON this operation in connection with the production
of agriculturd products, including nursery and greenhouse
products and animal specidties such asfurs, fish, bees, honey,
etc.

work done OFF this operation such as trips for marketing
products of the operation, buying feed, delivering products to
local markets or handling other farm-related business.

repairs of farm/ranch buildings and machinery when performed
aong with other work classified as agricultura work.
bookkeeping done by an employee of the operation.

managing afarm/ranch for asdary.

meal preparation for work crews.

Exclude from Agriculturd Work:

@
@)
©)
(4)
Q)
(6)

(1)

housework such as cooking, cleaning, babysitting, etc. donein
the operator's home.

operating a gasoline gation, store or other such non-agricultura
enterprise even if it was located on the operation.

work involved in training, boarding or renting animals such as
horses and dogs unlessit was part of, and cannot be separated
from, the busness of raising the animals.

caring for research animds.

work at aroadside stand (or farm store) UNLESS the operation
produced more than 50 percent of the products sold at the stand.
work which aters the commodity produced (such as wineries,
canneries, textile mills, etc.) even if it is done on the operation and
the workers are paid by the operator. Make anoteif the
respondent cannot separate these workers and their wages from
operation's total payroll.

al work provided by service firms such as cotton ginning (record
as amarketing charge), commercia bookkeeping, lega and other
professond services provided a alocation off the farm. All of
these items except the ginning should be recorded as a generd
farm busness expense in item 31.

Item 23a Cash Wagesfor Barley, Sorghum or Cotton

V2V3\V4only
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Record the dollar amount of the tota (item 23) cash wages paid to hired farm and
ranch labor that was for the Barley, Sorghum or Cotton enterprise.

Item 24 Breakout of Cash Wages Paid

[tem 24a

Item 24b

[tem 24c

[tem 24d

The breakout of tota cash wagesisimportant to assure that the respondent
includes cash wages paid to saf, spouse, other operators, and other family
members. The wages paid to farm and ranch labor are more obvious to the
operator when he/she responds to this section. This breakout also dlows for the
proper dlocation of cash wages to operator household income when we process
the data. Record the actual dollars paid of the total cash wages paid (item 23) to
people in each of the categorieslisted. The sum of 24a+ 24b + 24c+24d
MUST equdl the total reported in item 23.

The Operator

Record the amount paid to the operator (include a hired manager's sdary).
Exclude money taken out of the operation on adraw by the owner/operator.

Spouse and Other Household Members

Record the amount paid to the principa operator's spouse and other members of
the operator's household. Exclude sdaries paid to partners (unlessthey livein the
household) and to their household members. These should be included in item
24c. Household members include everyone who lives in the operator's house and
shares the financid resources of the operator. Usualy these are family members.
Include people who do not live in the house if they are dependents of the
operator (college students, €tc.).

Other Operators

Record the amount paid to other operators for this operation. These are persons
responsible for the day-to-day management decisions for this operation, including
hired managers. Exclude operators that are household members of the principa
operator. These should be included in 24b.

Everyone Else

Record the amount paid to al hired workers of the operation except those
included in items 243, 24b, and 24c. Include salaries of partners and wages paid
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to ther family members.

Item 25 Payroll Taxes and Benefits

Record the tota dollars spent by this operation for payroll taxes (Socid Security,
Unemployment, Workers Compensation, etc.), life insurance, hedlth insurance,
pensions, retirement, etc. for employees of this operation. If the employees paid
aghare of some of these items and their share was withheld from their wages, the
expense for their share should be included in items 23 and 24.

When the operator or the operator’ s spouse was a paid employee of the
operation, and the operation paid for hedlth insurance for the farm family asa
benefit of this employment, thisisavaid business expense and should be included
inthisitem.

Item 25a Payroll Taxesand Benefitsfor Barely, Sorghum or Cotton
V2V3V4only

Item 26

Record the dollar amount of the total (item 25) payrall taxes and benefits expense
that was for the Barley, Sorghum or Cotton enterprise.

Contract Labor Expense

Record the totad amount spent by the operation in 2003 for contract agricultura
labor.

Contract workers are paid by a crew leader, contractor, buyer, processor,
cooperative or other person who has an ora or written agreement with a
farmer/rancher. Record the total expenses for contract labor used in 2003.

INCLUDE:
(1) contract expenses for workers hired to harvest fruits, vegetables,
potatoes, berries and al other crops.
(2) other agricultura work which was performed on a contract basis
by a contractor, a crew leader or a cooperative.
(3) expensesfor work done by any custom operator who does not
provide his own machinery and who was hired on a contract.

Exclude expenses for contract construction or maintenance of buildings and land
improvements. Contract labor expenses for maintenance and repair should be
reported in item 15. Contract labor expenses for al new construction should be
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[tem 26a

reported in items 33-35.

Contract Labor for Barley, Sorghum or Cotton

V2V3\V4only

Record the dollar amount of the totd (item 26) contract labor costs that were for
the Barley, Sorghum or Cotton enterprise.

[tem 27 Custom Work

[tem 27a

Item 27b

Custom work iswork performed by machines and labor when it is hired as a unit.
Expenses for trangporting or hauling animals or other products such as milk to the
processor goes hereif the driver and the vehicle are hired together. Loading is
probably aso part of the fee. If only the [abor is hired (no machines or vehicles),
then the expense goes ether under item 26 if the labor is contract [abor, or in item
23 if the labor was seasond hired |abor.

Custom Hauling

Record the total cost for al hauling done for this operation by a custom operator.
Examples of custom hauling are paying a driver with histruck to haul grain to the
devator, livestock hauled to an auction, and milk hauled to a pooling sation. At
this point in the interview you will know enough about the operation to probe for
gpecific hauling expenses the operation may have. For example, if you are
interviewing adairy farmer, probe to be sure milk hauling isincluded. Most
dairies have an expense for custom hauling, but may overlook that expense or not
consder it ‘custom’ work.

INCLUDE:

(1) hauling to market.

(2) hauling between farm/ranch parcels.

(3 milk hauling charges. (If these were netted out of the operator's
milk check, add them back to get the "net” figure we want in
Section 14).

(4) hauling of feed, seed and fertilizer to the operation.

(5) menure hauling.

(6) dI other hauling charges for the operation.

Other Custom Work

Most farm accounting record books (and the IRS 1040F) have aline for total
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expense for custom hire (machine work). Custom work is defined as work
performed by machines and labor hired asaunit. Other custom work on crops
would include custom planting, harvesting, leveling, and soil testing. Planting by
plane or helicopter should dso be included in thisitem.

Custom land leveling should be included in this item, however land improvement
and development including conservation work, which is not custom, should be
recorded in item 15.

EXCLUDE:

(1) contract labor.

(2) cugom fertilizer, lime and/or soil conditioner gpplications (include
initem 2).

(3) custom gpplications of crop chemicals and pesticides (record in
item 3) and pest scouting (record in item 31).

(4) leasing of cars, trucks, tractors or other equipment.

(5) custom livestock expense (report in item 8).

Item 27b(1) Total Custom Work for Barley, Sorghum or Cotton

V2V3\V4only
Record the dollar amount of the total custom work (item 27a and item 27b)
expense that was for the Barley, Sorghum or Cotton enterprise.

Item 28 Cash Value of Commodities Provided to Household Members As Payment for
Farm Work

Record the vaue of any commodities provided to members of the household
ingead of payment of actua dollars. The vaue of the commodities is whatever the
commodities could have been sold for. Include quantities of grain or other crops,
head of livestock, or the value of a share of milk sales receipts provided as
payment to family members.

Exclude living expenses for family members unless the expenses were consdered
abusiness expense of the operation.

Item 29 Cash Value of all Food, Goods and Services provided to Workerswho are NOT
Household Membersworkers

This question only applies to workers who are not members of the operator’s
household. The vaue of heating fuels, trangportation, telephone, eectricity,
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clothing and furniture supplied to hired workers who are not members of the
operator’ s household should be caculated in terms of what they cost the
operator. The vaue of food produced on the farm and furnished to paid workers
should be whatever the items would have been worth at loca prices (at the time
they were given to the workers).

Operators may hot regularly keep records of this type of employee
compensation. For this reason, the question specifiesitems which are commonly
overlooked by farmers in reporting these non-cash payments. Include the value
of commodities (head of livestock, bushels of grain, percent of milk check, etc.)
paid to any workersin lieu of wages for farm work, including such payments-in-
kind. Using theitems as probes will help the respondent better consider which
type and amount of these payments were made.

Item 30 Market Value of Products Used or Consumed on the Operation

Item 30a
V1only

Item 31

Record the estimated MARKET vaue of dl the meat and livestock products,
fruit, vegetables, berries, firewood, etc. produced and used or consumed on this
operation in 2003. Exclude home gardens if expenses were excluded earlier.
Include products used or consumed by partners and their families. Also exclude
any commodities provided as payment to household members for farm work
reported in item 28.

Per centage of Market Value of Productsthat was Livestock

Of thetotal amount from item 30, give a percentage of that amount that was from
livestock or livestock products.

Fees Paid for Professional or Farm M anagement Services

Record the amount of money spent in 2003 from the operators and partners only
on professond or farm management services.

Item 32 General Business Expenses

Show the respondent the list of General Business Expenses in the Respondent
Booklet.

These expenses are generaly recorded in the "other expense” category of most
farm record books (and the 1040F). These expenses are so varied that when
you ask the operator for his generd business expenses he may say ‘none’ or
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itemize the ones that come to mind or include previoudy reported data. To gain
some consstency in what is reported here, read the list of the “Includes’ below
and have the respondent refer to the Respondent Booklet. The purpose of this
list is not to have the respondent itemize each expense to the nearest penny but to
prompt him to congder various categories which define what you mean when you
ask for *other busnessexpenses.  If anindividud itemisafarly “large’
expenditure, make notes explaining the expense.

INCLUDE:

(@) fees paid for keeping farm records.

2 fees paid for preparing income tax returns.

(3) travel expenses (such aslodging, meds and parking) associated with
purchasing or sdling commodities for farm, association or cooperative
business, attending fairs where the respondent's farm products were
exhibited and other farm/ranch business.

4 postage and telegrams for the farm business.

(5) expenses for title searches, abstracts, recording deeds and mortgages,
court costs and other legal expenses for the land operated.

(6) fees paid to attorneys in connection with the farm/ranch.

(7 charges for permits and licenses obtained in 2002 for production and
marketing of commodities produced on the land operated. Exclude
quota and alotment purchases and rentals.

(8) fees paid on avoluntary basis to marketing associations or government
agencies (federd, state or locad) on the basis of sales or production, for
the promotion of sales or for other specific purposes.

9 registration of purebred animals.

(10)  brand regigtration fees.

(1) charges for sales promotion or advertising.

(12 farm management expenses including books, papers and magazines on
subjects related to crop or livestock production, market reports, farm
newdetters and Ag bulletins. Report only 2002 expenditures, even if
these cover more than one yesr.

(13 redl estate agent commissions and other direct sdlling or buying
expenses.

14 garbage collection or dumpster service for barns and farm buildings.

(15) rental expense for farm office space not on the operation.

(16) fees paid to entomologists, service companies, etc. for pest scouting.

a7) trapping club memberships and dues. (Trapping clubs are formed to
trap predator animals such as coyotes.)

(18) dtall or space rental fees for farmer's markets.

(19 parcel post expenses or charges for marketing agricultura products.
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(20 al purchases of farm office equipment (not placed on a depreciation
schedule).

EXCLUDE:

1) wages paid to farm employees (on the payroll) for bookkeeping
(exclusvely or in addition to other farm work). (WAGES AND
SALARIESFOR ALL FARM EMPLOY EES SHOULD BE
REPORTED IN ITEM 23))

2 gasoline and other vehicle operating expenses (record in item 9).

3 taxes paid which were levied for general purposes.

4 marketing expenses and check-off fees deducted from sales of
commodities paid by the operator.

(5) expenditures for magazine or journa subscriptions for 2002 which were
paid in other years.

(6) al purchases of farm office equipment (if placed on a depreciation
schedule).

(7 potting soil and topsoil for nursery/greenhouse operations (record in

item 42).

CAPITAL EXPENDITURES Items 33-42

Item 33 Land Improvements

Land improvements are those additions or improvements to the land which
changeitin aPERMANENT way.

Include:

(1) expensesfor improvements such asterraces, water and sediment
control basins, grassed waterways, ponds, windbreaks,
permanent cover, contouring, grading, filter Strips, etc.

(2) expensesfor drainage improvements such as ditches, bedding,
shaping, subsurface drain tile, etc.

(3) expensesfor irrigation improvements such as digging wells or
ditches.

(4) expensssfor land leveing (remova of irregularities on the land
surface by the use of specid equipment for the purpose of
improving drainage, achieving more uniform planting depths, more
effective use of water and gregter efficiency in tillage operations).

(5) expensesfor corrds, feedlots, feeding floors, trench silos, waste
fadilities, wells and equipment not for irrigation.

(6) (in Western states) capita improvementsto grazing land.
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Exdude

(1) land purchases.

Item 34 New Construction and Remodeing of Farm Buildings, Structures, and
Dwellings (excluding the operator’s dwelling)

Capitd expenditures are reported in the year upon completion of building
improvements. The entire cost of farm buildings is reported for the year in which
the building is completed. "Completed" means the building is available for any
use.

Include:
(1) dl cogsfor new congruction or remodeling of houses for hired

farm/ranch labor or tenants.
(2) dl cogsto congtruct or remodel farm/ranch buildings, storage
facilities, sheds, dlos, bins and Smilar sructures.

Item 35 New Construction and Remodeling of Operator’s House

Item 36 Cars

[tem 36a

Include dl cogts for new congtruction or remodeing of the operator's housg, if it
was owned by the operation. Owned by the operation can mean either the
houseis recorded as an asset in farm record books, used as security/collatera for
afarmloan, or deeded as part of the farm.

Record thetota cost (after trade-ins, rebates and/or discounts have been
subtracted) of al the new and used cars bought for use on the operation during
2003. Thetota cost should include the cost of accessories purchased with the
vehiclg(s), specia servicing, ddivery charges, deder preparation, Federal Excise
Tax and sales tax.

If regigtration and license fees, financing charges and insurance were included in
the purchase price, include them too. If these fees were separate and itemized on
the bill, exclude them here and record financing chargesin item 18. Record
registration and license feesin item 21.

Farm Shar e Per cent

Often, cars are purchased for both farm and persona (home) use. This question
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is asked to properly dlocate the correct amount of the purchase to the farm.
Farm share is an estimate of the percent of total use of the vehicle that was for
farm/ranch related business, or that part of the totd cost of the vehicle which is
the basis for claiming future depreciation expense on tax clams for the operation.
If dl of the vehicles purchased in item 36 are strictly for farm use, record 100 in
item 36a

[tem 37 Trucks

Item 37a

Record thetota cost (after trade-ins, rebates and/or discounts have been
subtracted) of al the new and used trucks, pick-ups, sport utility vehicles, vans,
campers, buses bought for use on the operation during 2003. Thetota cost
should include the cost of accessories purchased with the vehicle(s), specia
servicing, ddivery charges, deder preparation, Federa Excise Tax and salestax.

If regigtration and license fees, financing charges and insurance were included in
the purchase price, include them too. If these fees were separate and itemized on
the bill, exclude them here and record financing chargesin item 18. Record
registration and license feesin item 21.

Farm Shar e Per cent

Often, trucks are purchased for both farm and persond (home) use. This
question is asked to properly alocate the correct amount of the purchase to the
farm. Farm shareis an estimate of the percent of tota use of the vehicle that was
for farm/ranch related business, or that part of the total cost of the vehicle which
isthe basisfor claming future depreciation expense on tax dlamsfor the
operation. If dl of the vehicles purchased in item 37 are dtrictly for farm use,
record 100 in item 37a

Item 38 Tractors

Record the totd purchase price (after trade-ins, rebates, discounts, etc.) of all
new and used tractors (after any trade-in alowance, rebates and discounts were
bought during 2003 for use on the operation. If the respondent's operation
bought tractors in partnership with another operation, include only the amount that
was this operation's share of the tractor’ stotal cost. The total cost should include
the cost of accessories bought with the tractor, specia servicing, delivery charges,
deder preparation, Federal Excise Tax and sdlestax. Regidtration and license
fees should be included in the purchase price if they were not separated on the
bill. If these fees were separate and itemized on the bill, exclude them here,
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Financing charges should have been recorded in item 18. Regigtration and
license fees should have been reported in item 21.

Item 39 Sdf-Propdled Farm Equipment

Record the totdl purchase price (after trade-ins, rebates, discounts, etc.) of all
new and used sdf-propelled equipment, implements and machinery (after any
trade-in alowance, rebates and discounts were bought during 2003 for use on
the operation. If the respondent's operation bought machinery in partnership with
another operation, include only the amount that was this operation's share of the
machingstotal cost. Thetotd cost should include the cost of accessories, specia
servicing, ddivery charges, deder preparation, Federa Excise Tax and salestax.
Regidration and license fees should be included in the purchase price if they were
not separated on the bill. If these fees were separate and itemized on the bill,
exclude them here. Financing charges should have been recorded in item 18.
Regigtration and license fees should have been reported in item 21.

tem 40 NON-SEL F-PROPEL L ED Equipment, Implements and/or Machinery

Pur chased

Record the total purchase price for al non-saf-propelled equipment, implements
and machinery (after any trade-in alowance, rebates and discounts were
subtracted) bought in 2003 for use on the operation. Include purchases of
livestock, dairy and poultry equipment, (including caf shetershutches) and
irrigation equipment and pumps.

Include delivery charges and sdles taxesin the net expense. If the respondent's
operation bought machinery in partnership with another operation, include only
the amount that was this operation's share of the machine'stotal cost.

Exclude expenses for equipment purchased for persona or pleasure use, such as
rodeo equipment.

Item 41 Office Equipment, Furniture, and Computers

[tem 42

Include dl capitd purchases (items placed on a depreciation schedule) of farm
office equipment, furniture, and computers. Any such equipment purchased but
not place on a depreciation schedule should beincluded in item 32.

Other Capital Expenditures

Record the total cost of al other capital items (items placed on a depreciation
schedule) purchased by the operation in 2003. Make good notes as to exactly
what items are included.
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Exclude breeding livestock purchases. Breeding livestock purchases are
reported initem 4a. Also exclude capitaized machinery repairs. Include those
expensesin item 14.

Item 43 Other Expenses

Thisitem is used to account for any expenses the operation had in 2003 that have
not been recorded elsewhere in the questionnaire. Describe each of the items
recorded here. If these expenses should have been reported in another item,
make the necessary corrections.

Include potting soil or topsoil for nursery/greenhouse operations.

SECTION G - FARM LABOR
V1,V2,V3, V4 and Section H of V5

[tem 1

HoursWorked by the Operator, Spouse, Other Operators, and Unpaid
Workers

These items provide the information to estimate the |abor required to produce
agricultura products. Record the average number of hours worked per week on
the farm/ranch for each quarter. The operator should be able to gpproximate the
average number of hours worked per week in each quarter because the quarters
roughly correspond to the seasons.

Be sureto record dl of the hours of farm work. Record dl work time, even for
workers who only work for afew hours aweek on the farm (bookkeeping,
running errands, etc.). Include al work done for the farm business.

Some respondents may say they do not spend any time working on their
operation. Thisis particularly true of those whose entire operation isenrolled in
the CRP. These respondents should count the time spent on oversight,
paperwork, filing income tax forms, and even the time spent completing this
interview! Section 19, item 23 ingtructions give examples of agriculturd work.

Item 1a Principal OPERATOR'S Hours of Farm Work

For each quarter, record the average number of hours of farm work the principal
operator did per week. Record both paid and unpaid hours of work. These

items will provide information on the extent of the farm operator’ s commitment to
farming. Given the fact that farm operators alocate their working hours between
on- and off-farm work, collecting information on the amount of hours worked on
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the farm by the farm operator becomes vital.

Thisinformation is critica in discerning the importance to the operator of the
farming activity itsdf as a source of farm household income. Information on time
dlocation decisons from previous surveys have indicated that for many farm
operators with no spouses, farm-related work activities are becoming secondary
to non-farm work activities. Where spouses are present, the dominance of
farming in farm household’ s time-alocation decisonsiis less gpparent. To many
farm operators, on-farm work may not be very important because the mgjority of
their working hours are spent off-farm. However, farming remains important to
the household as a unit due to the on-farm work by the spouse and by other
household members.

Since respondents indicate marital status, and aso provide detailed information
related to on- and off-farm work hours, analysis of this combined data
(notwithstanding the impact of technology on labor usage) will provide vita
information as to whether farm production activities are secondary to non-farm
production activities.

[tem 1b SPOUSE'S Hoursof Farm Work

If the operator is married, record for each quarter, the average number of hours
of farm work the operator's spouse did per week. Record both paid and unpaid
hours of work. Theseitemswill provide important information on the extent of
gpouses contribution toward on-farm total work hours provided by al household
members. For households where a spouse is present, on-farm work by the
spouse dlows for the release of labor hours by the operator, which tend to be
utilized, as previous surveys have indicated, in off-farm work activities to incresse
the households' tota income. Since the survey dlows for the identification of
$pouse' s gender and age, information on spouse’ s on-farm work: hours provides
vitd information on the role of the life cycdein determining farm production and
time-allocation decisions. In other words, farm operators spouses (who tend to
be women) are likely to differ in the extent and in the type of their contribution
towards total family farm labor based on their sage in the life cycle. For
example, the number of hours that farm spouses in the childbearing age group
contribute to the operation may be similar to hours contributed in other age
groups, but the dlocation of their hours among various farm production activities
islikely to differ. Combining information from these items on spouses on-farm
work hours aong with items from below on how these hours are spent on various
farm production activities will help underpin, in amuch clearer way, the time-
adlocation decisions by household members.
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Item 1c Other Operators

For each quarter, record the TOTAL average number of hours of farm work
done per week by any other operators (excluding the principa operator and the
principal operator’s spouse). Other operators include those persons responsible
for the day-to-day management decisions for this operation, and may include
hired managers. Include both paid and unpaid hours.

If there is more than one other operator, record the TOTAL average number of
hours worked per week. For example, if there are three other operators who
worked an average of 42, 24 and 15 hours per week, respectively, the correct
entry for thisitem is 81 hours.

Item 1d Unpaid Workers

For each quarter, record the TOTAL average number of hours of farm work
done per week by any unpaid workers (excluding the operator). Unpaid
workers may include members of the operator's household, partners, neighbors,
guests, etc.

For multiple workers, record the TOTAL average number of hours worked per
week. For example, if there are three workers who worked an average of 42,
24 and 15 hours per week respectively, the correct entry for thisitemis 81 hours.
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Sections H&I - Farm Assets and Debts

What are these Sections for? How is the information used?

Data reported in previous sections are used to develop an income statement for
the farm operation. Data reported in these sections are used to develop the
farm’s baance sheet. The ba ance sheet establishes the farm’ s financid position
a apoint in time by referring to the assets of the farm relaive to the amount of
debt it owes. For purposes of USDA’s farm financia management accounting
procedures, December 31 of the preceding calendar year is the reference date
for the farm’ s balance sheet.

Using December 31 as the reference date alows the balance sheet to be related
to the farm’ sincome statement. The balance sheet shows the amount of “owned”
assts the farm used in producing its crop and livestock commodities.

Correspondence between the length of term of loans and the type of assets held
isaso very important for evauating the financid pogtion of thefarm. If afarm
has alarge amount of current debt (debt that is either payable or duein afew
weeks or months), but few current assets (such as cash, accounts receivable, or
crop or livestock inventories), the farmer could have to liquidate a part of his’her
holdings to meet obligations asthey come due. This could affect how thefamis
organized, what it can produce in future years, or its future profitability. 1f current
debt is substantidly larger than current assets, farmers may even have to take “fire
sdé€’ pricesfor assets put on the market to meet obligations. So the match
between types of debt and assets, as well as totd debts and assets, are
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conddered by USDA in evauating the financiad status of farms.

Assets tend to be classified as current or non-current based on how long they
may be expected to be used in or held by the business. Land and buildings tend
to be non-current assets while inventories and accounts receivable are considered
current assets. Debt may be categorized smilar to assets by determining the
length of term of the loan and whether the loan is an operating loan, anon-red
edtate, or ared edtate loan.

USDA uses data reported in the balance sheet dong with data reported in the
income statement to develop key indicators of financid health and performance
for farm businesses.

Theseindicators include;

Solvency -- debtsin relation to assets,

Liquidity -- money available to pay bills as they come due,

Profitability-- the return to management and risk of the farmer in relaion to the
amount of farm assets and equity used in production, and

Financid Efficiency -- how effectively the farm uses inputs to produce crops and
livestock.

Baance sheets and financid ratios are reported to the Secretary of Agriculture,
other policy officids within USDA, and to the Congress. Conclusions about the
financia hedth of farm businesses affect policy decisons made by the Secretary
or Congress. In addition, data which summarize findings from the survey are
reported for use by the media, farm organizations, and others with an interest in
agriculture,

Each year a summary report on the Status of Family Farmsis prepared for
Congress. Thisreport, taken directly from the results of this survey, provides a
perspective about the financid status of agriculture by type, Sze, and location of
farm businesses.

Vaue of Land and Buildings. On average, land accounts for nearly three-fourths
of farmers assets. Dwaellings on the farm are dso assets of the farm operation.
These include the operator’ s house (which is usually considered to be owned by
the farm and included in the books of the farm) and hired labor and tenant

houses. USDA uses information on dwelling values to estimate the rentd value
for the gpace they provide. This“rent” isincluded in the total cost of doing
business.
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The vaue of farm buildingsis aso used to help develop an estimate of capita
replacement for farm sector assets. The buildings vaue is assumed to be spread
across the useful life of the building. A share of the building stota vaue becomes
aproduction cost each year.

In addition to land and building values, balance sheets include a value for
machinery and equipment owned by the farm, including cars and trucks.
Livestock and crop inventories are alarge part of the balance sheet for some
farms. Grain and livestock farms, in particular, tend to have subgtantia
inventories on hand at year’s end.

In addition to the assets they own, farmers also operate assets they lease or rent
from others. For this section, we are interested in determining the value of assets
managed by the operation. The respondent is the only source available for
edimates of the value of the land they rent in 2002. Therefore, we include the
value of rented land in estimating the total value of assets managed by the
operation.

Debt by Lender. These data are used to help establish who is providing funds to
meet farmer’ s borrowing needs. We ask about the loan balance, interest rate,
type of loan (production, nonreal estate, or rea estate), and the year in which the
loan was obtained. These are used to estimate the principal that must be repaid
each year.

The etimate of principa repayment is combined with the amount of interest and
service fees to develop an estimate of debt service requirements facing the farm.
USDA monitors very closaly the debt service commitments of farmsin rdation to
their incomes and cash flows. Rising use of farms' debt repayment capecity gives
an early warning indicator of potentid financid dress.

Many farmers are using farm assets as security for loans for avariety of purposes.
For each of the five largest loans reported by the operator, we ask the percent of
the loan for farm purposes, and the primary purpose of the loan. Many farm
loans now carry government guarantees. We ask whether |oans are guaranteed
by aUSDA agency, the Smdl Business Adminigration, or other government

agency.

Section H - Farm Assets

Generd Indructions
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This section is different from the sections before it in the questionnaire because
most of these questions focus on assets OWNED by the operation. For this
section, we define assats of the operation as.

(For individud or partnership operations) the assets belonging to the
operation or to the operator and partners. When the operator and/or
partners rent their persona assets to the operation, exclude them as
assin this section.

(For corporations) the assets belonging to the corporation.

For this section, we aso obtain information on assets MANAGED, but NOT
OWNED by the operation. Record the value of land rented by the operation.
Also, most of this section has afixed reference date, December 31, 2003, rather
than all of 2003.

In this section we get the MARKET VALUE of severd types of assats and the
amount and type of debt this operation had at the end of 2003. Get the
operator's best estimate of the current market value of specific assets. If
operation assets are owned by partners, include the value of assets belonging to
al partners (exclude the landlord's share).

Value of Land and Buildings Items 1-3

[tem 1

Market vadue is the value for which the land and/or buildings could be sold under
current market conditionsif alowed to remain on the market for areasonable
amount of time. This vaue should be for the most likely purpose the land would
be s0ld, including non-agricultural uses.

Market Value of Land and Buildings OWNED

Thisinformation is not likely to be available in records, but most operators should
be aware of the current value of their land and buildings or comparable land and
buildings.

It is not necessary for the operation to own land in order to own buildings.
Operations can own buildings that are permanent structures located on rented or
leased land, or they may own mobile homes, shops or offices located on rented
or leased land.

Item 1la Market Value of Operator’s Dwelling, if OWNED
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Record the market value of the operator's dwelling as of December 31, 2003, if it

isowned by the operation.

If the operator cannot give you an estimate of current market value, probe to get

vaues of smilar houses, or get the replacement vaue listed for insurance

purposes. We will use these datato impute afair rentd vaue for the housein
order to account for a house provided to the operator by the farm business.

I[tem 1b All Other Dwellings Owned

Record the market value on December 31, 2003 of tenant and hired labor
dwelings, and dl other dwellings (except the operator’s) owned by this
operation. Thisincludes houses/'dwellings of partners, reletives, eic. The
dwellings must be owned by the operation, not by the partner or relaive
separatdy from the land in the operation.

Item 1c All Other Farm Buildingsand Structures Owned

Record the market value on December 31, 2003 of al other farm buildings
owned by the operation including barns, cribs, slos, equipment shops, grain bins,
Sorage sheds and similar type buildings. Exclude processing facilities such as
cotton gins, packing sheds, commercid eevator facilities, etc. even if they are
owned by and located on the operation. Probe if necessary to obtain values, but
do not accept "book vaue' (the origina cost of the building minus depreciation).

Item 1d Orchard Trees, Vinesand Treesfor Wood

Record the market value on December 31, 2003 of treesin orchards, vinesin
vineyards, other perennidsin the field, Christmas trees, and trees cultivated for
wood products. Such permanent plantings are capital assets that must be
depreciated over their useful lives.

[tem 1e Land Owned

Record the operator's best estimate of the total market value of land OWNED by
the operation on December 31, 2003. This should correspond to the acres
owned reported in Section A, item 1, unless land was purchased at the end of the
year, and, thus, were not part of the operation during 2003. Include the vaue of
water rights, minerd rights, permanently ingtalled irrigation equipment, frost
protection systems, grazing permits that go with theland, etc. Verify with the
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[tem 2

[tem 3

Item 4

operator that the average value per acre is reasonable for the area by dividing the
amount reported by the number of acres owned.

Exclude the vaue of dwdllings, buildings and structures, and trees in orchards,
vinesin vineyards, other perennidsin the fied, Chrismas trees and trees
cultivated for wood products.

Thetotal of 1a+ 1b + 1c + 1d + 1e should reflect the total value of land
and buildings OWNED by this operation on December 31, 2003. Verify
thistotal with the operator.

Value of Land and Buildings on Acres Rented From Others

Record the operator's best estimate of the total market vaue of dl the land and
buildings Cash Rented, Share Rented, or Used Rent Free by the operation during
2003. (This should correspond to acres reported as rented in Section A, item 2.)
Include the vadue of water rights, minerd rights, permanently ingtaled irrigation
equipment, frost protection systems, permanent plantingsin orchards, groves,
vineyards, Chrismas trees, grazing permits that go with the land, etc.

Value of Land and Buildingson Acres Rented To Others

Record the operator's best estimate of the total market value of al the Land and
buildings RENTED TO OTHERS. (This should correspond to acres reported as
rented in Section A, item 3.) Include the vaue of water rights, minera rights,
permanently installed irrigation equipment, frost protection systems, permanent
plantings in orchards, groves, vineyards, Christmas trees, grazing permits that go
with theland, etc.

Value of Beginning/Ending Year Inventories of Machinery, Commodities,
and Production Inputs, etc.

Net farm income relates to the value of production during agiven year. A portion
of cash sdesin any year may come from commodities produced in prior years,
and carried into this year asinventory. Some of this year’ s production may
remain in inventory a the end of the year. Accurately measuring net farm income
to reflect this year’ s production must account for changes in inventory levels. For
that reason, we ask beginning and ending inventory vaues for crops, livestock,
and production inputs.

There are three main criteria you should guide the respondent toward considering
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in coming up with answers to beginning or ending year inventory vaues.

. the types of commodities or production inputs,
. the quantity of each type on hand, and
. their market price on the date in question.

Although more accurate figures would be obtained if we collected dl these
pieces, it is acceptable for you to get the operator’ s best estimate of the market
vaue of commodities or production inputs on hand & the beginning and the end
of the year.

But if the operator says the market values were the same, YOU MUST PROBE
for the commodity/input types, the quantity, livestock weights, and the market
price on the date in question. Thiswill ensure as accurate figures as possible.
After you have probed, if the operator gtill says the beginning and ending year
market values were the same, accept the answers. Be sure to make good notes
of the reason why they were the same so the survey satigtician understands the
gtuation.

The value of commodities held in inventory relate to the figures reported earlier in
the questionnaire related to crop production, the amount (of crops) used on farm,
or the quantity (of livestock) sold, and to the sales data reported Section D. If
the commaodity was produced in 2003, but not sold or aready used on farm, it
should be in ending inventory and its value would be recorded here.

In most cases, the value of commodities or production inputs on hand &t the
beginning of the year should not equa their vaue at the end of the year. After
finding out the value & the end of 2003 and you ask about the value a the
beginning of 2003, do not say, “Was it (about) the same?’ or “It was the about
the same, was it not?".

[tem 4a Value of CROPS Owned

Record the operator’ s best estimate of both the beginning-of-year and end- of-
year market value of al crops stored on or off the operation. Be sure to consider
the quantity on hand and market prices on the date in question.

Include the value of:
(1) dl crops owned by the operation whether stored on or off the
operation.

(2) hay and sllage crops.
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Item 4a 1& 2

[tem 4

(3) cropsproduced in 2003 and earlier years.

(4) cropsto be used for feed, seed, sales, etc.

(5) dl wholegrains on hand.

(6) 4l crops purchased.

(7)  cropsowned by the operation which were produced under a
contract but not sold as of December 31, 2003.

(8) cropsin storage which had been redeemed from CCC loan by
the reference date above.

(9 nursery and greenhouse products in salegble condition.

Exclude the vaue of:
(1) cropsdill under CCC loans.
(2) feed items such as cracked corn, rolled oats, €tc.
(3 growing crops.

Government Program vs Non-Program Crops

Of dl the crops owned or stored on the operation for the two different dates, ask
the operator to break them out based on Government Program Crops and Non-
Program Crops. Mot of the government program crops are listed in Section B,
ltem 5.

Value of Livestock Owned

For livestock, you aso need to consider their weights or size. Y ou need to
consder dl these things on January 1, 2001, to get the market vaue of the
beginning year inventory. Then you need to condder dl these things on
December 31, 2003, to get the market value of the end of year inventory. Itis
very unlikely thet al of these things are the same a the end of the year asthey
were & the beginning of the year.

Include the value of:

(1) dl animdshddfor rede.

(2) beef and dairy cows, bulls, steers, heifers, caves and any other
cattle.

(3 hogsand pigs.

(4) shegpandlambs.

(5) horses, poniesand mules.

(6) goats.

(7) chickens, ducks, geese, guineas, pigeons, €tc.

(8) fur bearing animds.

January 2004
Page 5111



2003 Agricultural Resource Management Survey
Phase lll - Interviewer's Manual

(9) catfish, crawfish and other fish.

(10) beses.

(11) other specidty livestock.

(12) livestock owned by this operation, but located on another
operation under a*“livestock on shares’ arrangement. (See
example following Section D, on page 5056).

Exclude the value of:
(1) livestock on hand not owned by the operation.
(2) animadsowned for pleasure use only (except equine).
(3) livestock owned by this operation, but being produced by
another operation under contract. The value of these animas are
collected in Section C, item 3.

Item 4b Breeding Livestock

Record the operator’ s best estimate of both the beginning-of-year and end-of-
year market vaue for dl breeding livestock (including dairy animals) and poultry
owned by, and located on, the operation. Be sure to consider the quantity on
hand, their size or weights, and the market prices on the date in question.
Breeding livestock animals are considered non-current assets on an operation’s
baance sheet. They reflect along term investment.

The number of head on hand on Dec. 31, 2003 was reported in Section C. This
should be the inventory for which the operator gives you the end of year vaue.

Item 4c Value of Non-Breeding Livestock Owned

Record the operator’ s best estimate of both the beginning-of-year and end-of-
year market vaue for al non-breeding livestock (including dairy animals) and
poultry owned by, and located on, the operation. Be sure to consider the
quantity on hand, their size or weights, and the market prices on the dete in
question. Non-breeding livestock (caves, heifers, and steers) held in inventory
for sdle within the next year are consdered current assets on an operation’s
bal ance shest.

The number of head on hand on Dec. 31, 2003 was reported in Section C. This
should be the inventory for which the operator gives you the end of year vaue.

Item 4d Value of Production Inputs Owned
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Record the operator’ s best estimate of both the beginning-of-year and end-of-
year market vaue of inputs owned by this operation. Inputs include such things
as feed, fertilizer, chemicals, fuds, purchased seed and other supplies, etc.
Exclude the vaue of any items that should be reported in item 4a (hay, cropsto
be used for seed, etc.) Do not include fertilizers and chemicals aready applied.

Item 4e Production Inputs Already Used for Crops (Sunk Costs)

Why do we ask this question?

Growing crops represent a subgtantia investment and have a Sgnificant impact on
afarmer’s balance sheet. As purchases of fertilizer, seed, herbicide, gas, labor,
etc. are made and the resources used, either cash isdiminished or liabilities are
increased. It isimportant that an asset value sill be shown. One method isto
assume these cash inputs transformed into growing crops, do in fact have avaue;
that is, someone would pay to acquire such resources during the year. For a
December 31 balance sheet and awinter whesat crop, this means a vaue should
be placed on the growing crop. Since the actual market vaueis hard to
determine, actua cash invested in the crop is used as the balance sheet value.

Record the amount spent up through December 31, 2003 for physical production
inputs (seeds, fertilizers, pesticides, etc.) for al cover crops and crops planted but
not harvested as of that date. Also include the amount spent for fertilizers and
pesticides aready applied to benefit a crop that had not been planted yet as of
December 31, 2003.

Include the value of inputs aready applied to:
(1) nursery crops.
(2) greenhouse crops.
(3 mushrooms, fruit or vegetable crops.
(4) cover crops.
(5) winter or spring grain crops which had been planted by
December 31, 2003.

Exclude the vaue of inputs to:

(1) cropsdready harvested and on hand (these crop vaues should
be recorded in item 4a).

(2) cropssuch as Christmas trees, fruit trees, etc. where the value of
the crop isincluded in the vaue of the land.

(3 mature crops not harvested by December 31, 2003 due to
weather or market conditions. An estimated value for these
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crops should be recorded in item 4aiif they were origindly
intended for harvest as of December 31, 2003.

[tem 4f Trucksand Cars Owned

Record the end-of-year (on Dec. 31, 2003) estimate of the market value of the
farm share of trucks and cars owned by the operation

Item 4g Tractors, Machinery, Tools and Equipment Owned

Record the end-of-year (on Dec. 31, 2003) estimate of the market value of the
farm share of tractors, machinery, tools, equipment and implements owned by the
operation.

Item 4h Stock in Farm Credit System

Record the value on December 31, 2003, of the stock the operation ownsin the
Farm Credit System and dl other farm cooperatives. Be sureto include the
vaue of shares received during the year in lieu of dividends.

Asacondition of obtaining aloan, the Farm Credit System has requirements for a
borrower to purchase stock in the Farm Credit System. The value of the stock in
reported here.

Item 5 Amount Owed To The Operation

Amount Owed on December 31, 2003 (End-of-Y ear)
Record the total amount owed to the operation as of December 31, 2003, for al
commodities sold or delivered in 2003 or previous years.

In the case of pooled commodities or other sales through cooperatives, €tc.,
record the operator's best estimate of the income the operation will receivein
future years from crops, livestock, poultry or products sold or delivered in 2003
or earlier years.

Note that the amount owed to the operation for past sdes and the value of
commodities held in inventory are related to the figures reported in earlier sections
on production, the amount (of crops) dready used on farm, or the quantity (of
livestock) sold, and to the sales data reported previoudly.
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If the commodity was produced in 2003, but neither sold nor aready used on
farm, it should be in inventory and the value should have been recorded as end of
the year inventory earlier in thissection initem 2c.  If the commodity was sold,
but the revenue was not recorded earlier, then the amount of money owed to the
operation for these sales goes here.

Amount Owed on January 1, 2003 (Beginning-of-Y ear)
Record the total amount owed to the operation as of January 1, 2003 for dl
commodities sold or delivered in 2003 or earlier years. In the case of pooled
commodities or other sales through cooperatives, etc., record the operator's best
estimate of the income the operation expected to receive in 2003 and future years
from crops, livestock, poultry or products sold or delivered in 2003 or earlier
years.

[tem 6 All Other Farm Assets

Record the operator's best estimate of the market value of all other assets of the
farm/ranch, using the Vaue Codesin the Respondent Booklet. Refer the
respondent to the ligt of items in the respondent booklet labeled, “ Other Farm

Assts’.
Include the value of:
(1) cash, bonds, certificates of depost, savings and checking
accounts belonging to the operation.
(20 money owed to the operation
(other than that reported in item 5).
(3) quotas and alotments owned by the operation, if these values are
not reflected in the land vaues reported in item 1.
Exclude the value of:

(1) assasfor which vaues were obtained earlier in the questionnaire,
(2) persond assts.

Section | - Debt
[tem 1 Seasonal Production Loans

Thisitem includes only loans taken out in 2002 and entirely or partidly repaid
during theyear. For example, if an operation took out a $100,000 operating
loan and had repaid al but $20,000 by the end of the year, record $80,000 in
item 1 as the maximum |oan amount taken out and repaid during 2002. Record
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the $20,000 debt balance in the item 3 table, entering code ‘1" in column 4.

Item 2 Screening for Debt

In most Situations, the operation will have debt. Debt can usudly betied to
gpecific assets. It isunusud for an operation to not have any debt, so if the
answer to thisitem is NO, make a good note before skipping to Section 22.
PROBE to determined if the operation had any loans at the end of 2003 against
any livestock, machinery, or farm red estate. If the operator has multiple
operations, include debt for only this operation.

Item 3 Debt By Lender

V1only

Column 1

If the operation had debt at the end of 2003, the table in this item must be
completed. Include debt on the operator's house if it was owned by the
operation.

Start completing the table by asking about the largest loan. Work acrossthe
columnsin the table for each loan, sarting with the largest loan owed and
working down to the smallest loan owed, for up to five loans. Be surethe
respondent includes debt secured by the operation's assets, even if the loan was
for non-farm purposes.

Lender

Refer the respondent (and yoursdlf) to the list of Lender Codes in the Respondent
Booklet.

Thereisno need for the respondent to report specific firms or persons with
whom he/she has loans, such as‘First State Bank of lowa or ‘my mother-in-
law’. By encouraging the respondents to use the RESPONDENT BOOKLET,
you are assuring them your interests are in obtaining what types of loans are
typicd in their state not where they persondly have particular debts.

Enter the code for the lender to whom the operation owed money. 1f more than
one loan is owed to the same lender, record the loans separately if possible.

Report as Farm Credit System debt (code 1) any loans from the Federal Land
Bank Association, Production Credit Associations, Agricultural Credit
Associations, or any other organizations through which Farm Credit System loans
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are made.

USDA’s Farm Service Agency (FSA) has taken over the lending functions of the
former Farmers Home Adminigtration (FmHA). FSA provides credit to farm
operators through direct loans and through guarantees of loans made by private
lenders. Use code 2 only for direct loans made by the former FmHA and/or the
new FSA. For loans made through private lenders but guaranteed by FSA, use
other codes, such as 5, 6, and 7, etc.

Exclude loans made on the cash value of the borrower’ s life insurance policy from
debts owed to life insurance companies (code 7). Record this type of loan under
“Any Other Lenders’ (code 15).

Report as contractor debt (code 11) any |oans from corporations, cooperatives,
partnerships, individuas, or other organizations for which this operation produces
or markets any commodity or product under contract. Poultry and other
livestock contractors frequently provide financing for the congtruction of facilities
and for the purchase of feed and other inputs. Similarly, fruit and vegetable
processors often finance seed, speciaized machinery, and packing and on-farm
processing facilities for producers who grow for them under contract.

For code 12 and code 13, lenders are individuas, however, thereis a difference
in the two types of loans. For code 12 (individuas from whom land in the
operation was bought under a mortgage or deed of trust) title to the land transfers
immediately. For code 13 (individuas from whom land in the operation was
bought under aland purchase contract) title to the land transfers after a specified
portion of the purchase price has been paid, or after a certain amount of time has
passed.

Report credit card debt (code 16) only for credit card balances outstanding at the
end of theyear. The farm press frequently reports on the dangers farmers facein
charging feed, seed, and other inputs on credit cards to gain frequent flier miles
and other affinity program benefits, with the intention of refinancing these
purchases during the credit card grace period. Exclude credit card purchases
that were paid from an equity credit line or rolled into other debt before the end
of theyear. The baance owed to the bank, or other lender, should be reported
inthetableingtead. Exclude credit card purchases that were paid in full before
the end of 2003.

Include as other debts (code 17) the farm share of dl unpaid hills.
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Column 2

Column 3

Column 4

Column 5

Column 6

Balance Owed

Record the 2003 end-of-year balance remaining to be paid. Include both
principal and unpaid interest which was ddinquent.

Exclude future interest that will be owed. Only include any interest which was
unpaid and/or delinquent. Exclude accrued interest that was not delinquent.

Interest Rate

Enter the interest rate associated with the loan balance recorded in column 2.
Rates should be entered to the nearest hundredth of a percent, such as 10.25,
9.50, 8.00 or 6.75 percent. Y ou can have debt recorded in column 2 with a zero
percent interest rate if no interest is charged. Thisis most common with very
short term debt, dthough it is sometimes found with debt owed to family
members. Write anote of explanation whenever the interest rate is zero.

Loan Type

Sdlect one of the three choicesin the “Loan Types’ list above table that best
describes the type of |oan that the respondent has.

Production loans refer to seasona |oans that farmers typicaly borrow to finance
the production of a commodity, and repay when the commodity is sold.

Nonredl estate loans (longer than one year) refer to machinery, equipment, and
breeding livestock loans thet the farmer will repay over anumber of years.

Redl edtates|loans refer to loans secured by farmland. These loans may be for
any purpose, but typically are repaid over aperiod of 10-20 years.

Year Obtained
Enter the four digit year (1980, 1992, etc.) in which the operation obtained the
loan or the most recent year of refinancing. For annua lines of credit, enter the

year the line of credit wasfirst established even if it was repaid each year.

Percent for FARM Purposes
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If the loan was obtained entirely for farm purposes, thisitem should be 100. If
part of the loan was used for non-farm purposes, enter the percent of the origina
loan which was for farm purposes.

Column 7 Purpose of Loan

Ask column 7 for dl loans. Respondents have eight choices for the purpose of
the loan.

(@) Purchase land/machinery/etc - record this purpose for any loan which
was used to make new purchases for the operation.

2 Refinance, existing debt only - the operator refinanced an existing loan
to pay off debt. The operator may have chosen to refinance to obtain a
lower interest rate.

(3) Refinance, exigting debt and cash - the operator refinanced an exigting
loan to pay off debt. In addition to maybe obtaining alower interest
rate, the operator received cash from equity to use for other expenses.

4 Farm related equity loan - the operator took out an equity loan for a
farm-rdlated purpose. Thisloan did not involve the refinancing of any
exiding debt.

(5) Household expenses - the operator borrowed money to help pay for
household expenses such as: food, utilities etc.

(6) Nonfarm business investment - the operator borrowed money to invest
in abusiness venture other than the farming operation that you are
collecting informeation on.

(7 Nonfarm home/auto purchase - the operator borrowed money to
purchase a home or automobile that is not used for farming purposes.

(8) Other - Any other loan that does not apply to the first 7 categories.

Column 8 L oan Guarantee

Ask the farm operator if theloan you are referring to is guaranteed. If itis, then
record a“1" in the first column if Item 8. If the answer is yes then select the best
option (2,3,4 or 5) from the list of guarantee entities that best describes the
gtugion.

Item 3a,3b,3c Money Borrowed
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V2V3\V4only

[tem 4

Item 4a

Item 5

For these versions, report the total debt owed on 3a) production loans, 3b)
nonreal estate loans, and 3c) red estate loans. These rows correspond to
individua loans that would have been coded 1, 2, and 3, respectively, in column
4 of the Debt by lender table in the CRR(Version 1).

For each of the loan typesin items 3a, 3b & 3c the corresponding columnsin the
table that follow each correspond to a column in item 3 of the CRR(Version 1)
questionnaire as follows.

COP Questionnaire CRR Quedtionnaire
Column1 Column 2
Column 2 Column 3
Column 3 Column 6

Edtimate weighted average interest rates and farm shares for each type of loan.
(For example: The respondent reports 2 machinery loans, $100,000 @ 5 %, and
$50,000 @ 10 %. Record $150,000in 3b, col 1, and 6.67% in 3b, cal 2).

Additional Debt

Space is provided to record details of five loansin theitem 3 table. If the
operation had more than five loans with balances outstanding at the end of 2003,
enter the number of loansin addition to the five identified in the table.

Amount of Additional Debt

If the operation had more than five loans with baances outstanding &t the end of
2003, enter the total amount of outstanding debt not recorded in the table.
Include both principa and unpaid interest which was delinquent.

Debt owed for Operator’s Dwelling

This should be the portion of debt from al of theloans ligted in item 3 and 4athat
is specificaly for the operator’ s dwelling. If the operator’s dwelling is owned by
the operation, debt should have been included above.

Section J & K - Farm Operator and Household

The economic well-being of farm households is affected not only by income from
al sources-- farm and non-farm-- but aso by the debt they owe and by whether
income can adequately support the basic needs of the farm household without
having to draw down assets or sdll the farm.
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Information on the economic well-being of farm households is needed to evauate
the effect of current and proposed policies that affect farms and rurd areas. The
guestions in these sections provide data to learn about the rel ationshi ps between
farm people and their farms. No other source of dataiis available to illustrate how
the financid dtuation of the farm and farm household varies among operators and
households. The characterigtic questions asked herein Sections Jand
K—including legal status--provide the data needed to classify farms, operators,
and households into specific groups, such as full-time farmers or retired farmers.

Knowledge of age, race, education level, and gender helps USDA determine the
impact of characterigtics previoudy shown to affect the economic well-being of
the individud and the household. The rationships among the financid Stuation
of the farm bus ness, household members and off-farm employment is addressed
by asking about mgjor occupation, and other questions about off-farm
employment. These data help us provide a perspective about how important non-
farm jobs are to farm families and rurd aress.

With recent changesin how the Federa government provides assistance to farms,
it is more important than ever to monitor how farm households adjust to changes
in farm programs. Off-farm income is important to many farm households. Many
farm operators and/or other members of the farm household work at least some
days off the farm. It is necessary to know the income received by the household
members to describe the relative importance of off-farm income to the economic
well-being of the farm household. Some farm families aso receive income from
previous investments. Others recelve retirement benefits from pensions or Socia
Security.

Past andyses of off-farm income data have been used by the Office of
Management and Budget to help andyze proposed farm legidation. Using
ARMS data, USDA looked at the proposa to limit farm program paymentsto
farm operator households making $100,000 or less (in off-farm income). More
than a quarter of the 2.1 million famsin the U.S. had at least one individua who
received direct government farm program payments. But from the ARMS we
found that only 2 percent of those who receive payments had off-farm incomes
over $100,000. These data were used by lobby groups, media and farm groups,
aswdl as government officids. The collection of off-farm employment data will
continue to be important as government decides how to alocate federa fundsto
agriculture,

Information is collected on assats and debt of the farm household not connected
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to the farm business. Non-farm assets and debts a so affect the economic well-
being of the farm household. Non-farm debts must be paid from the farm
household'sincome. The extent to which non-farm assets are available and non-
farm debt exigts is part of the household's overal financid atus.

Policy officids within USDA aswell as members of Congress have an interest in
how the incomes of farm families compare with the incomes of non-farm families

Traditiondly, farm family incomes have been estimated by adding off-farm income
to the net income produced by the farm. USDA believesit is no longer accurate
to estimate the income of farm operator families in this manner because of the
complexity of today’s farm businesses.

Thetraditional procedure ignores that many farms support more than one family.
Income sharing among partnerships and farm corporations are obvious, but many
individua proprietorships aso support multiple households. To correctly estimate
the operator household' s share of net farm income, we ask how many other
households shared in the net income of the farm operation and what percentage
of the net income did the operator receive. Answersto these two questions are
critical to the development a correct estimate of income for farm families.

Also, intoday’ s agriculture, it is fairly common for farms to have contractud
arrangements to produce products for another farm or person. Assigning the
contractor’ s net income to the farm operator would greetly overstate income and
make farm families gppear better off financidly than they in fact are.

A key function of management is planning: how the farm will be organized, what
to produce, how to produce it, what type of machinery and equipment to use,
whether to hire [abor, and how to market commodities or products produced on
the farm. Once plans are developed farmers have to decide how to implement
the plan and then they are responsible for following up to determine how well the
plan worked. Thisfollow up is one way that farmers exercise control over their
businesses. A key to afarm’s competitiveness is the adoption and use of cost
effective practices by producers. Information about farmers’ attitudes toward
acceptance or mitigation of risk through the use of avariety of management
drategies such as insurance or diversfying crop or livestock production will be
combined with information on the use of emergent technologies such as
geneticaly modified seed and precison planting, chemica applications and
harvesting practices, use of niche and other marketing approaches, to andyze
farm cost structure, performance, and efficiency.
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Data on household expenditures are used for two important reasons: (1) the
estimate is incorporated in the Index of Prices Paid, and (2) it is necessary to
know how much is spent on family living to develop an estimate of farmer’s debt
repayment capacity. Family living expenses are deducted from net income to
determine how much is left over to replace equipment and to repay outstanding
debt. The relationship between household income and family living expenses dso
provides information about how farm families have had to adjust given changes
that we have observed in prices received for crops and livestock, in production,
and in the cogs for inputs such as fertilizer, fue, feed, and labor.

Section J - Farm Operator

[tem 1

Individualsinvolved in the day-to-day decisons

Record the number of individuas that were involved in the day-to-day decisions
for this operation. Enter the number of operator(s), including the operator listed
on the front of the questionnaire.
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[tem 2

Legal Status

In thisitem we want to record the operation’slega status. This does not mean
how decisions are made for the operation on a day-to-day basis. Therefore, the
answer to this question may be different than the answer to the question on day-
to-day decison-making in the screening section of this questionnaire. Responses
to this question are used to classfy farmsinto individualy operated farms and
farms that are operated by multiple people or households.

Individud (Sole or family proprietorship)

This type of operation exists when one person (operator) is responsible for
making management decisons for the operation. Include partnerships which are
NOT LEGALLY ESTABLISHED.

Legd Partnership

Two or moreindividuals are LEGALLY joined together to carry on the
operation. Each partner contributes money, property, labor or skills and shares
in profits or losses according to some percentage agreed upon by the partners.
To be recognized as a partnership, the relationship of the partners must be
LEGALLY edtablished. Husbhand and wife partnerships should be classified as
individua/family proprietorships unless they are legdly established. Excludejoint
operations which involve livestock only (with no land operated in partnership) and
landlord-tenant arrangements.

Family-held Corporation

Thisisalega form of incorporation in which more than 50% of the stock in the
operation is owned by people related either by blood or by marriage. The
operator of these operations may be paid a sdary, but these operations usualy
report that day-to-day decisions are made by an individua or by partners.

A Non-family Corporation

Thisisalegd form of organization separate from its owners. It is crested under
the laws of individua gtates. For these operations, the operator is amost aways

considered a hired manager.

Other
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If this operation is any other kind of organization not readily classfied in the
above-mentioned categories, enter code "'5".  Some examples are:

a Edate-- Undivided property still in, or subject to, probate.

b. Trug -- Thefarm isoperated by a person as trustee for someone
esewho isnot of age, or may bein a hospitd, inditution, or is
otherwise unable to carry on higher own business. Edtate or trust may
be further defined as a property administered for the benefit of another
individud or organization. EState or trust may aso be defined asafund
of money or property administered for the benefit of another individua
or organization.

c. Cooperative -- thisplaceis operated as a cooperative. It is defined
as an incorporated or unincorporated enterprise or association created
and farmed jointly by the members.

Item 2a Stockholders

V1only

[tem 3

[tem 4

This question is only asked if item 1 aboveisacode“3" or “4".

I ndicate with the appropriate code (1=Y es or 3=No), whether the corporation
has more than 10 stockholders.

Operator and Partner Characteristics

The operators are those persons responsible for the day-to-day management
decisons for this operation, including hired managers. In the event there is more
than one person involved in the day-to-day decisions, three columns have been
provided to record their names and characterigtics. The principa operator will be
listed first. Often thisis the senior person that lives on the operation or the
designated spokesperson for this operation.

Year Operator began to Operate

Ligt the four-digit year that the operator(s) first began farming on any farm.

Age of Operator on December 31

This question gives us the chance to look at the financid Stuation of the farm asiit
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Item 5

[ltem 6

ltem 7
V1only

[tem 8

Item 9
V1only

relates to the operator’ s age. Enter the age of the operator(s) on December 31,
2003.

Sex of Operator
Indicate if the operator, listed at the top of each column is male or femde.
Activities Performed for the Farming Operation

For each of the activities listed ask if the operator and if any partners participated
in these activities. If so, put a“1" in the column next to the activity. Thishdpsto
determineif individua operators specidize in particular activities.

Principal Operator’s Spouse

If there was a2nd or 3rd operator involved in the operation for questions 3 - 6
then ask if either operator 2 or operator 3 was the primary operator’s spouse. If
S0, enter the appropriate code (2 or 3) in the response box and then skip to item
11. If not, leave the box blank and proceed to item 8.

Spousal Involvement in Day-to-Day Decisions

This question determines if the operator's spouse is aso an operator, defined as
making day-to-day decisions for the farm or ranch. The purpose of this question
isto determine the extent to which multiple people are involved in making
management decisons for the farm and will be used to help provide a broader
understanding of how involved spouses are in the day-to-day business of running
the farm.

If the operator and spouse are separated and the spouse does not depend
financialy on the operator's household, the code 2--No Spouse’--should be
used.

Year Spouse Began Making Day-to-Day Decisions

Enter the four-digit year in which the primary operator’ s spouse began making
day-to-day decisions for the operation.

ltem 10 Spouse’sAgeon HigHer Last Birthday

V1only

Ask how old the operator’ s spouse was on higher last birthday.
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Item 11 Major Occupation

Item 1la

We consider mgjor occupation to be the occupation or work at which an
individua spent more than 50% or more of his or her work timein 2003. Some
farmers may cdl themsdves retired because they are farming on asmaller scae
than when they were younger. Other people who have retired from an off-farm
job and now farm on asmdl scale may aso cdl themsdvesretired. Record what
the respondents consider themselvesto be. If the principa operator has a
spouse, ask for both the operator and the spouse.

Was Non-Farm Work Your Career Decison

If the answer to item 11 was“4", ask if non-farm work was the primary career
decision of the operator and/or spouse. The question hel ps distinguish between
respondents who chose and off-farm occupation and respondents who need to
work off the operation for financia reasons.

Item 12 Highest Level of Formal Education

This question provides the data for alook &t the operation's financia Stuation asit
relates to the education of the operator and spouse.

Enter the code representing the highest level of school completed by the operator
and spouse. Vocationa school, secretarid schoal, etc. should not be counted as
formal education unless the credits can be transferred to a college or university.
An associate degree should be recorded as some college.

Item 13 Raceor Origin

Refer the respondent to the list of Race Codesin the Respondent Bookl et.

The purpose of this question is to examine the relationship between the financia

gtuation of the operation and the race or ethnic origin of the operator and spouse.
Pacea“1" in the column across from each race that gpplies. If more than one

race applies then multiple 1's may be entered.

[tem 14 Raised on aFarm

V1only

This question is asked to measure the farm-related work experience of the farm
operator. Experience in farming can be an important indicator of financia success
on thefarm. Enter acode “1" if the operator and/or the spouse were raised on a
farm. Use the operator’s and spouse’ s definition and opinion of what “Raised on
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afam’ meansto them.

Item 15 Number of Peoplein the Household

This question provides information about the number of people who depend on
the farm for income and are affected by its current financid Stuation.

Record the total number of people living in the operator’ s household on
December 31, 2003. Include the operator, spouse, children, and othersliving in
the household. Also include those who are dependent upon the household for
support, whether they are living in the household or not. Students who are avay
at school should be counted, if they depend upon the farm household for support.

Item 16 Minorsin Household

V1only

Of the number of people living in the operator’ s household (item 15), record the
number for each age group of children. For each age group, afarm household
can make different decisons depending on the needs of the dependents. These
items provide vita information on the compodtion of the farm family itsdlf with its
attending demand on the time available to the operator and to the spouse for non-
home production activities and on added expenditures. For example, farm
families reporting children younger than six years old will need a parent to ay
home to provide needed care (or have access to another source of care) thus
diminishing the amount of available time for non-home productive activities. For
parents with young children who opt to work outside the homes (either on- or
off-farm), there will be the extra expenditures needed to cover the cost of day
care, leaving the farm family with less disposable income.

Item 17 Senior Citizensin Household

V1only

Excluding the operator and spouse, record the number of household members
that were 65 years or older. The farm operator’ s decision making can be
different if older dependents are a part of the household.

Item 18 Distance to nearest town with 10,000 or more People

V1only

The relationship of farm operator’ s and the distance to larger communitiesis
being studied. Some farm households have limited access to medicd care,
shopping and other resources that alarger community could provide. Responses
to this question aso indicate how isolated the farm is from potentid off-farm
employment. Farmslocated too far away from towns with relatively szesble
population may have operators and spouses who are less inclined to participate in
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off-farm employment, thereby diminishing the potentia for increased household
income.

Input Acquisition Strategies

Pre-purchasing or contract purchasing of inputs is a management Strategy that has
become increasingly popular among farmers. This strategy is used to reduce the
risk of higher input costs due to risng input prices during the spring planting
season when mogt inputs are used. For example, during the early part of 2003
nitrogen fertilizer pricesincreased dramaticaly as the result of higher pricesfor
naturd gas, the mgjor input for producing nitrogen fertilizers. Farmerswho pre-
purchased or contract purchased nitrogen fertilizer prior to the first of the year
(Jan. 2003) paid considerable less than farmers who waited until the planting
Season to purchased the inputs. Farmers aso pre-purchase inputs as a means of
reducing their taxable income in agiven year.

Item 19 Input Acquistion for the 2003 Crop Y ear
If crops were not harvested on the farm in 2003, skip to Item 23.

This section refers to inputs used on dl crops produced as part of the 2003 crop
year (i.e., crops harvested in 2003). For each of the input categorieslisted in
columns 2-6 (seed, nitrogen fertilizers, mixed fertilizers, crop chemicds, crop
fud), report the percent of the input that was purchased in each period indicated
in column 1. Report the input as purchased in the quarter that the price was
established, which may not be the same quarter as when the input was delivered
to the farm or when the input supplier was paid. The percent purchased should be
estimated by the total quantity of the input purchased. Crop acreage, input
expenditures, or input use may be used to gpproximate the quantity of input
purchased if necessary. The percent reported in each of the columns (2-6) should
sum to 100. Exclude homegrown inputs such as seed saved from the previous
year and manure.

The most common types of nitrogen fertilizers are anhydrous ammonia (AA), urea
ammonium nitrate (UAM), and Urea. Other examples include agua ammonia and
various nitrogen solutions (28%, 30%, etc.). Mixed fertilizers are those that
include a combination of nitrogen (N), phosphorus (P), and/or potassum (K).

Item 20 Purchase of Nitrogen Fertilizer

Refer to item 19 to determine if any nitrogen fertilizer was purchased prior to
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January 1, 2003 (i.e., positive data in item codes 1301 or 1306). If so, record
the code that indicates the primary reason why the farmer purchased nitrogen
fertilizer prior to January 1, 2003. This data indicates the particular management
drategy thet the farmer was using with hisinput purchasing decision.

Item 21 Non-Purchase of Nitrogen Fertilizer

Refer to item 19 to determine if any nitrogen fertilizer was purchased prior to
January 1, 2003 (i.e., positive data in item codes 1301 or 1306). If not, record
the code that indicates the primary reason why the farmer did not purchase
nitrogen fertilize prior to January 1, 2003. This dataindicates factors that may
limit afarmer’ s ability to pre-purchase or contract purchase inputs. If the farmer
did not use nitrogen fertilizer, enter code 5 for other.

Note: All producers will answer either item 20 or item 21, but no producer will
answer both items.

Item 22 Management of Nitrogen Fertilizer on Your Farm

Item 22a

Item 22b

Refer to item 19 to determine if any nitrogen fertilizer was purchased for the 2003
crops after January 1, 2003 (i.e., positive data in item codes 1311, 1316, 1321
or 1326). If so, record responses to questions about how farmers responded to
the higher nitrogen fertilizer prices reeive to what they would have done
otherwise.

The objective of this section is to examine how those farmers who did not pre-
purchase dl of their nitrogen fertilizer were affected by the higher prices, and to
determine what types of farms were most affected by the higher prices.

Reduced application rate

If the application rate of commercia nitrogen fertilizer on any crops produced in
2003 was reduced compared to what would have otherwise been applied, enter
code ‘1 for YES.

Increased use of manure or other organic fertilizers

If the amount of manure or other organic nitrogen fertilizer sources was increased
on any crops produced in 2003 compared with what would have otherwise been
applied, enter code ‘1' for YES.
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[tem 22c

Item 22d

Item 22e

Changed type of fertilizer products

If the operator changed the type of nitrogen fertilizer products that were applied
on any cropsin 2003 from what would have otherwise been applied, enter code
‘1'for YES.

Changed crop mix

If the operator changed the crop mix planted in 2003 compared with what would
have otherwise been planted, enter code ‘1’ for YES.

Managed fertilizer more carefully

If the operator took steps to manage nitrogen fertilizer more carefully on any
cropsin 2003 compared with how nitrogen fertilizer would have otherwise been
managed, enter code ‘1’ for YES. If YES, ask about practices used to manage
nitrogen more carefully.

| tems 22¢e(1)-(4) Practices used

Report which practices were used to manage nitrogen fertilizer more carefully on
any crops produced in 2003.

Farm and Household Spending Decisons

Items 23, 24, and 25 are linked, and gather data on the choices producers make
when faced with farm-type and househol d-type spending decisons. These data
will help us andlyze farm operators use of additiona funds to meet farm
operation and/or household needs. Two versons of question 23 exist, and the
verson used by the enumerator is determined by how the producer responds to
Section E, item 2.a. If the respondent reports that in 2003 they received Direct
Payments, then the enumerator reads question 23. If the respondent reports that
in 2003 they did not receive Direct Payments, read question 23a.

Item 23 Fixed Direct Paymentsor Production Flexibility Contracts

This question will be used to assess how operators receiving Direct Payments
generdly alocated the payments among farm and household spending. Consider
as Direct payments only those defined as “Direct payments’ under the 2002
Farm Act, and reported in Section E, question 2.a. These payments are based on
past production and unrelated to current production of government program
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commodities. If payments received were dlocated exclusively to farm uses, enter
"1" inbox 1341 and go to item 24. If payments were dlocated exclusively to
household uses, enter "2" in box 1341 and go to item 25. If payments were
adlocated to some combination of both farm and household uses, enter "3" in box
1341.

ltem 23a Unexpected Payment of $10,000

For respondents who did not receive Direct Payments in 2003, we ask them to
answer the same set of questions posed to Direct Payment recipients.
Enumerators should pose Item 23aas a"hypotheticd™ question of how the
respondent would spend $10,000 if they were to receive this amount annually for
Sx years. Enumerators may want to cal this payment a"windfdl" payment such
as alottery payment or an unexpected inheritance. If paymentswould be
dlocated to farm uses, enter "1" in box 1341 and go to question 24. If the
payment would be alocated exclusively to household uses, enter "2" in box 1341
and go to item 25. If the payment would be alocated to some combination of
both farm and household uses enter 3" in box 1341.

Item 23a (1) &( 2) Share Allocated Toward Farm or Household

If the payments reported in Item 23 or Item 23awould be dlocated to some
combination of both farm and household uses, enter "3" in box 1341, then enter
the percentage allocated to the farm in box 1342 and the percentage allocated to
the household in box 1343. If a"3" isentered in box 1341, boxes 1342 and
1343 should sum to 100.

Item 24 Allocationsto the Farm

Direct payments (or $10,000 unexpected payment) allocated to farm.

Only ask this question if respondent enters 1" or "3" in box 1341. Ak the
respondent to divide up al payments going to the farm among five dternative
uses. Enter percentages from 0 to 100 for dl sub-itemsin Item 24 to show how
dlocations are divided among farm uses, including the share of payments going to
paying operating codts for the farm, renting land for the farm, paying for capita
purchases for the farm, buying land for the farm, and reducing the principal on
farm debts. Percentage alocations across the five choices should sum to 100.

Item 25 Allocationsto the Household

Only ask this question if respondent enters 2" or "3" in box 1341. Ak the
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repondent to divide up al payments going to the household among five
dternative uses. Enter percentages from 0 to 100 for dl sub-itemsin Item 25 to
show how dlocations are divided among household uses, including the share of
payments going to family living expenditures, maintaining cash reserves,
purchasing stocks, bonds, or other financia assets for the household, buying non-
farm red estate or making home improvements for the household, or paying
down household nonfarm debt. Percentage alocations across the five choices
should sum to 100.

Crop Mix and Planting Decisons

Producers may take into account one or more factors when making decisons
such as which crops to plant and how much of their totd acreage to plant in any
year. Anandysisof the factors that are most important to producers will helpin
the evauation of the effects of current farm and commodity programs and for the
design of future commodity and other farm programs.

Item 26 Crop Allocation and Planting Decisions

Show the response codes for Item 26a-26] to be used reinforcing the idea that an
answer of "1" will beinterpreted as avery important determining factor to the
respondent, an answer of "5" will beinterpreted asnot at al important in
determining decisions, and an answer of "3" will beinterpreted as neutrd, neither
important or unimportant in determining the respondent’s production decisons.
Read each item individudly to the respondent, following a pattern where you reed
the question and code the response individualy. It may be important to reed
each item more than once until the respondent is comfortable with the style of
question.

Risk Management

Measuring farmers risk attitudesis an important and reevant issue. Legidation
requires that USDA collect information that alows for conducting analysis of the
affects of this policy change on American agriculture. Rating scales of risk
management questions have been developed for the purpose of finding out how
much risk farmers are willing to take.

[tem 27 Management Issues, Agreeor Disagree

This question should be asked of dl respondents. The following questions collect
information about farmers attitudes towards management of risksthat are
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acceptable or mitigation of risks that are not acceptable.

Show the respondent the list of Agree/Disagree codes in the Respondent
Booklet, reinforcing the idea that an answer of "1" sgnifies that the respondent
strongly agrees with the statement as it gpplies to his or her operation, an answer
of "5" ggnifies that the respondent strongly disagrees with the statement, and an
answer of "3" will beinterpreted as neutrd, neither important or unimportant in
determining the respondent's production decisons. Ask each of the items (27an)
individualy and record the gppropriate code indicated by the respondent in the
appropriate box. It may be necessary to read each item more than once until the
respondent becomes familiar with this type of question.

Item 28 Income and Net Worth Statements

Many successful farming operations keep track of the income and expenditures of
the business through income and net worth statements. This helps farm operators
andyze business performance in reation to short and long term plans.
Additiondly, thisis a management strategy thet keeps farmers from over spending
and borrowing beyond their debt repayment capacity.

This item begins as ayes/no question using a check box. If the respondent
prepares income and net worth statement, ask whether they are used to evauate
the business performance of the farm. If the respondent asks, use the following
definitions for income statement and net worth statement: Income statements
include a calculation of gross revenues, expenses, and net farm income. Net
worth statements (or statement of owner equity) show the value of owner(s)
interest in the operation. It is caculated by subtracting the tota of the claims of
creditors from the total from the value of assets. Data on assets and debt are
collected in Sections H and |, respectively. Note that this question relates to the
use of any accounting method to formulate income statements and net worth
gatements, rather than the specific valuation methods used in preparing the
Satements.

Item 29 Advice about Your Operation

Farm operators and ranchers seek new information/advice on various activities of
farming through different sources. Thisinformation is necessary for the
competitive edge and profitability of the busness. Many farm production,
marketing, organizationd, and management decisions are made either with the
partners’/owners in the business or in consultation with farm management services.
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The purchase of paid professona and farm management servicesis covered
elsawherein this survey (Section F, item 31). The network of contacts that some
producers may include professonds or other farmers who provide the farm with
consulting or advice on farm management. This network may include, but may
not be limited to bankers, veterinarians, machinery and input digtributors,
cooperative extension agents, neighbors, and the Internet.

Farm operators and ranchers seek new information/advice on various activities of
farming through different sources. Thisinformation is necessary for the
competitive edge and profitability of the busness. Many farm production,
marketing, organizational, and management decisons are made ether with the
partners'ownersin the business or in consultation with farm management services.

If the operation obtained advice about organization and/or operation of
farm/ranch from people outside the ownership team record a code “1".
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Section K Farm Household

[tem 1

[tem 2

Screening for Hired Manager

The questions in this section are only asked of operators who are NOT hired
managers. By hired manager, we mean how this operation is managed on a day-
to-day bass (not the legd status).

If the operator is the hired manager for this operation, enter acode “1" and go to
the Conclusion on the back page. For the Corn version, if the operator isthe
hired manager for this operation, enter acode “1" and go to Section L.

If the operator is not the hired manager for this operation, enter a code “3" and
continue with item 2.

ENUMERATOR NOTE: If the operator has a spouse, answer columns for both
the operator and spouse where applicable.

Off-Farm Work and Income

These questions are used to gauge the amount of operator’ s and/or spouses off-
farm work. The respondent should consider both self-employment and work for
others when answering whether the operator worked off-farm. Many farm
operators may have to work off the farm to support their farming operations. The
purpose of these questions is to evauate the impact of off-farm work on the
financid dtuation of the farm and farm households. Off-farm work opportunities
have become critica to the surviva of most farm families. Off-farm employment
includes jobs for which wages, sdary or sef-employment income was earned.
Include as off-farm employment any custom or contract work done on another
farmif it is not congdered part of thisfarming operation (if separate books are
kept). Also include ownership or management of any off-farm businessif the
operator contributed hours (not just equipment or money).

Off-Farm Work

If the operator and/or spouse had anon-farm job at any time prior to Sarting
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their farm operation enter “1" for item 2 and continue to items 2a.

If the operator and spouse did not have an off-farm job, go ahead and ask Item
2aaswell.

Item 2a Reason for becoming a Farm Operator

Many farms are operated by beginning farmers. Although it istraditionaly
believed that beginning farmers are taking over afamily operation and run the
farm as abusiness, often thisis not the case. There are many reasons cited for
why producers begin farming, and many reasons for why a spouse might join as
an operator. Ask the respondent what their primary reason for becoming a
farmer was, and mark their answer. Note that the operator and spouse may
enter farming for different reasons.

Item 3 Off-Farm Work During 2003

If the operator and/or spouse had a non-farm job at any time during 2003, enter
“1" for item 3 and continue to items 2a & 2b.

If the operator and spouse did not have an off-farm job, enter acode 3" and
kiptoitem 8.

Item 3a Weeks Worked Off the Farm

Record the number of weeks the operator and/or spouse worked off this
operation for pay in 2003.

Item 3b Average Hours Worked Per Week

For the weeks the operator and/or spouse worked off this operation for pay in
2003, record the average hours worked per week. |If the operator and/or spouse
had more than one job, include average hours for al jobs combined. For
example, if an operator worked 10 hours per week on one job and 20 hours per
week on another, the average number of hours worked per week would be 30
hours.

ltem 4 Type of Work Performed

The purpose of this question is to organize and make understandable the many
occupations that farm operators are involved in outsde of the farm. If ether the
operator or the spouse worked off the farm, ask them to pick the type of work
that they did in 2003.
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Item 5

[tem 6

[tem 7

[tem 8

Mileage Traveled to Off-Farm Job

This question will help in assessng whét is called ‘transaction costs' of off-farm
employment. Farm operators who live on farms that are far away from mgjor
towns where off-farm employment is centered may not only have higher
trangportation costs than those operators who live closer to these towns, but the
additiona commuting time and transportation costs may be a substantia
disncentive for long-term off-farm employment.

YearsWorked Off-Farm Job

This question addresses whether farming activity is secondary to off-farm
employment or whether it is, or has been for anumber of years, the main source
of income for the farming household.

Reason for Working Off the Farm

The purpose of this question is to evauate whether farm operators and/or their
gpouses work off-farm to supplement farm incomes, or whether they work for the
purpose of securing fringe benefits that might otherwise be unavailable to them.

Off-Farm Income

The amount of off-farm/ranch income available to farm households is szeable.

To undergtand the economic Stuation of agriculture, it isimportant to know how
much outside income is available to farm/ranch households.  The breakout of
cash income received is requested to assure that cash income reported on each
response will have the same definition. The request for income by operator,
spouse, and other household members as source recognizes that there can be
multiple sources of income for the household by each household member, and
that the contribution of each should be included. The request for income received
by source of income including wages, sdaries, income from operating any other
business, cash or share rent, interest and dividends, socid programs, and other
sources recognizes that there are a multitude of possible sources for income a
wage earner may receive depending upon their persond dtuation. The breakout
is to assure that income from each of these sourcesis considered by each
respondent. This dso dlows us to analyze how the composition of income may
be affected by differencesin operator or farm characteristics. Also, this detail
dlows usto andyze how the composition of income may change as wage earners
move through their life cycle. Thisdlows usto more accurately assessthe
financid hedlth of the farm household.
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For the eight categories of off-farm income, record the VALUE CODE that
represents off-farm income for the operator and al members of the operator’s
household in 2003.

Include;
)

)
©)

Excdude
)
)

the operator identified in screening. If the operationisa
partnership, and the responding partner cannot get this
information for the partner identified as the operator in screening,
the responding partner should report the information for
himsdf/hersf.

the individua identified as the operator for afamily corporation.

al other members of the operator's household. If an operator
liveswith parents, or other adults, any income earned by these
household members (Socid Security, off-farm jobs, net income
from other farms, etc.) must be included.

landlord's share.

other partnersin a partnership, unless they lived in the same
house as the operator.

Note that for each of these items, if no income wasreceived, "1" must be entered.
When using Vaue Codes a code “1" indicates zero.

Item8a (1) Off-Farm Pay for Principal Operator

V2,V3,V4 Only

Of the amount of money reported in Item 8a ask the respondent how much of
that was for the principal operator.

Item8a (1) Off-Farm Pay for Principal Operator

V2,V3,V4 Only

Of the amount of money reported in Item 8a ask the respondent how much of
that was for the principal operator’s spouse.

Item 9 Other Households Sharing in Net Income
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With these data we can analyze the way farm income is distributed to the farm
operator's household and other households. For example, in a partnership or
family corporation many farm households may share in the farm's net income.
Even in proprietorships the operator may share income with another family. The
sharing arrangement does not have to be aforma (legd) agreement. Thisis
important for us to know asthis directly affects the actual amount of the farm
income that is redlized by the operator household.

If YES, acode“1" should be entered and items 10a and 10b should be
completed. If NO, acode*3" should be entered then continue with item 10.

Item 9a Number of Householdsthat Shared in the Income

Record the number of households besides the operator's that shared in the net
income of the farm operation in 2003. Do not include money paid to landlords,
contractors or people who worked on the operation for wages.

Item 9b Percent of Net Income Operator Received

Record the percent of the operation's net income that was received by the
operator and the operator's household. Do not include net income received by
partners or shareholders of the operation UNLESS THEY LIVED IN THE
SAME HOUSE AS THE OPERATOR.

Operator Household Net Worth

Economic well-being of any household not only depends on current income, but
aso the ability to meet consumption needs from household net worth (defined as
assets minus debt). Compared to all other households, farm households are
unique because as business operators and owners they have assets and debt both
on and off the farm. Information on non-farm assets and debt is needed to
accurately assess the economic well-being of farm families. The lagt time we
asked these questions (in 1999) and the economy in general was doing well.
However, times have changed and the well-being of al householdsis being
affected by changing economic conditions. Theleve of detall obtained in items
10 and 11 dlows us to compare assets with associated debt, and estimate the
contribution of various investment types to household net worth.

Item 10 Value of Non-Farm Assets

This question applies to the operator's household only, not to the operator's farm
business. Do not include assets of the operation reported earlier in the
questionnaire. Assets of the operation were recorded in Section |. Include the
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[tem 10a

Item 10b

[tem 10c

Item 10d

[tem 10e

[tem 10f

[tem 10g

vaue of the operator's house hereif it is owned separately from the operation and
excluded from farm business assets.

Record the VALUE CODE which includes the vaue of assets owned by the
operator and members of the operator's household SEPARATELY from the
operation on December 31, 2003.

Value of Cash, Savings, and Money Market Accounts

Record the VALUE CODE which representsthe vaue of household assetsincash,
checking, savings, and money market accounts.

Value of CDs, Saving bonds and Gover nment Securities

Record the VALUE CODE which represents the vaue of household assets in
certificates of deposit (CDs), savings bonds, and other government securities.

Value of Money owed to the Operator

Record the VALUE CODE which represents the vaue of household assets in the
form of money owed to the household. Thisincludes mortgage on land sold.

Value of Stocks, Mutual Funds, Surrender Value of Life lnsurance, etc.

Record the VALUE CODE which represents the vaue of household assets in
corporate stocks, mutua funds, cash surrender vaue of lifeinsurance (not the death
benefit), and al other financia assts.

Valueof IRA, Keogh, 401K, and other Retirement Accounts

Record the VALUE CODE which represents the vaue of household assets in
retirement accounts such as IRAS, Keogh accounts, 401K, and dl other retirement
accounts.

Value of Operator’sdwelling and other personal homes

Record the VALUE CODE which represents the value of household assetsin
operator’s dwelling, if the dwelling is not owned by the operation and other
homes for persond use.

Value of Real Estate

Record the VALUE CODE which represents the value of household assetsin
red estate such as other farms, resdentia rental properties, commercia renta
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[tem 10h

Item 10i

properties, and other rea edtate.

Value of other businesses

Record the VALUE CODE which represents the vaue of household assetsin the
form of other business that are not part of the farm operation.

Value of All Other Non-Farm Assats

Refer the respondent to the list of Non-Farm Assets and Vaue Codes. Record
the VALUE CODE which represents the value of household assets in equipment
and machinery for persona use of household members, non-farm use vehicles,
furnishings, and other assets owned by the operator and operator's household. If
the operator or members of the operator's household owns land which was
RENTED TO THE OPERATION, the vaue of that land should be included
here.

Item 11 Non-Farm Debt

[tem 1la

[tem 11b

[tem 11c

This question applies to the operator's household only, not to the operator's farm
business. Do not include debt of the operation reported earlier in the
questionnaire. Do not include household debt, credit cards, etc. used to finance
farm business expenses. Report al such debtsin Section |.

Record the VALUE CODE which includes the vaue of debts owned by the
operator and members of the operator's household SEPARATELY from the
operation on December 31, 2003.

M ortgages on operator’s dwelling and other personal homes.

Record the VALUE CODE which represents the amount of household debt, if
not owned by the farm operation, in mortgages on the operator’ s dwelling and
other persond homes. Include home equity loans, and other lines of credit
secured by the operator’s dwelling.

Mortgages on other real estate.

Record the VALUE CODE which represents the amount of household debt for
other redl estate properties, such asresidentia and commercia properties, and
other farms. Include any lines of credit secured by other red edtate.

Other Businesses L oans.

Record the VALUE CODE which represents the amount of debt associated with
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Item 11d

nonfarm business loans. These businesses are independent of the farming
operation.

Per sonal L oans.

Record the VALUE CODE which represents the amount of household debt in
the form of persona loans such as credit card debt, auto loans, medicd bills, and
unpaid taxes.

Item 12 Lendersfor Farm and Non-Farm Needs

Farm households may or may not rely on the same lenders to meet their farm
business and household credit needs. Some operations may use specidized
agricultura lendersfor loans for farm business purposes, and more generd
lenders, such as credit unions or retail store credit, for their household financing
needs. Thisitem will provide an indication of the extent to which farm operator
households utilize the same lenders for both farm business and household needs.

Item 13 Financial Record System to Track Expenses

Farm households may maintain a separate system of records, or a separate set of
accounts, for farm and household purposes. This reduces the commingling of
business and household financiad accounts, and provides a means of monitoring
farm business and household income and expenses. Thisitem will provide an
indication of the extent to which operators maintain separate accounting for farm
business and household purposes.

Item 14 Does Household Save or Invest on a Regular Basis

Some households choose to establish a systematic savings and/or investment
plan, with contributions made at regularly scheduled intervas. Theseintervas
may range from automatic withholdings on monthly or bi-weekly paychecksto
annud contributions when commaodities are sold or tax refunds are received. This
item will provide an indication of the extent to which operators save and/or invest
on aregular bass.

Item 15 Saving for Long-Term Goals

Some households choose to dlocating savings to specific longer term godls,
which could include expanding the farm business, investing in commercia or
resdentia rental property, educating children, or providing for retirement for the
operator and spouse. Thisitem will provide an indication of the extent to which
operators save and/or invest for long-term gods.
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[tem 16 Minimum Income Needed

Different households face different costsin meeting their basic needs, because
households vary in Size and composition. Because living expenses can vary
regiondly, the respondent should provide the total gross income (pre-tax income)
needed to meet basic needs. Basic needs are those necessary for the household
to meet on an ongoing basis, and should not include investments, hobbies, or
other leisure activities. Enumerators may remind respondent to include income
necessary for al members currently in the household, but to exclude income
necessary to pay farm business expenses. The respondent should consult value
codes listed in the respondent booklet.

Item 17 Spending in 2003

Household expenditures collected on Version 1 are used for two important
reasons. (1) the estimateis incorporated in the Index of Prices Paid, and (2) it is
necessary to know how much is spent on family living to develop an estimate of
farmer’s debt repayment  capacity. Family living expenses are deducted from net
income to determine how much is left over to replace equipment and to repay
outstanding debt. Household expenditures are aso collected in order to compare
with basic needs reported earlier, and to congtruct an overall index of household
well-being.

Expense and Income in 2002
Items 18-21 Pertain to Income and Expense items for 2002.

Farm sources of income will normaly vary from year to year depending on both
prices and loca conditions affecting yield and production costs. Nonfarm source
of income can d o vary from year to year, often depending on changesin the
generd economy, changesin the employment status of household members, and
changesin the size of the household. Generdly, data for 2003 are collected
throughout the questionnaire. In order to get a more accurate picture of farm
sdes, net farm income, and off-farm income we ask the respondent to provide us
with items for 2002.

Item 18 Spending on Household and Living Expensesin 2002

Item 17 obtained household and living expenses for 2003. Thisitem obtainsthe
same data for 2002. Use the value codes at the top of the page to code
respondents.
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Item 19 Total Value of Farm Salesin 2002

Use the value codes at the top of the page to obtain the respondent’ s best
edimate of the totd vaue of farm sdesin 2002.

Item 20 Net Operating Incomein 2002

Use the value codes at the top of the page to obtain the respondent’ s best
estimate of net operating income for the farm in 2002. In cases where the
respondent reports a negative vaue for net farm income in 2002, indicate aminus
sign before the value code. For example, code "-3" for 1osses between $500 and
$990.

Item 21 Total Off-Farm Incomein 2002

Use the value codes at the top of the page to obtain the respondent’ s best
estimate of tota off-farm income in 2002. In cases where the respondent reports
anegative vaue for totd off-farm income in 2002, indicate aminus sign before
the vaue code. For example, code "-3" for losses between $500 and $999.

Item 22 Retirement from Work

Farmers may consder themselves to be retired from farming if their active
involvement in the farming operation is much lower compared to when they were
younger. Allow the respondent to answer this question according to their own
definition.

Item 22a Future Farming Operation Plans

If the operator has not dready retired, ask Item 22a. This question will provide
important information about the characteristics of operator’s who plan to retire,
their farm operations, and whether or not the these operations are likely to be
transferred intact.

[tem 23 Income from Previous 2002 Y ear
V2,V3V4 Only

Ask the respondent to indicate which code represents the household income,
farm/non-farm income for the previous 2002 year.
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Section L - Irrigation
Versons2, 3and 4 Only
What' sthis Section for? How is the information used?
This section isonly asked in Verson 2, 3 and 4 (Barley, Sorghum and Cotton).

Information on irrigated agriculture is critical for USDA’s Economic Research
Service to assess the impact on agriculture, at the farm and regiond levd, of
problems/conflicts associated with water quality, water policy, wildlife, and other
environmenta issues facing American agriculture. Irrigation datais required
across crops for afarm so that economic andys's can correctly estimate all
economic cogts and benefits to agriculture associated with proposed policy
changes that may affect American agriculture.

Item 1 Irrigation During 20037

Enter code * 1' for operations that irrigated any cropland, dfafa, other hay or
pastureland in 2003. If the operation irrigated in 2003, complete the remainder of
Section L.

Include any land that was privately owned or rented and land rented from a
public agency which received irrigation water as part of the farming operation for
thisfarm in 2003. Exclude irrigation of home gardens.

If no cropland, dfafa, other hay or pasturdland was irrigated in 2003, go to the
Condlusion.

[tem 2 Enumerator Instruction

This item records specific crops irrigated on the operation during 2003. Refer
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back to Section B, page 3. For each crop harvested during 2003, determineif it
was irrigated and list the cropsirrigated in Column 1. Then, for each crop
irrigated, go across the table and complete columns 2 - 9 for item 2, Section L
Ask dl the Column 2 - 9 questions about one crop before going on to the next
crop.

Column 1 Crop

Identify each crop irrigated during 2003 in Column 1. Alfdfa, other hay and
pastureland are pre-listed at the bottom of the table because they are often
forgotten. Nursery and greenhouse crops may be lumped on oneline. All other
crops should be reported individualy (up to 5 other irrigated crops, separately).
If more than five other crops were irrigated, identify the four with the most acres
irrigated, then lump the rest on the last line. If more than oneirrigated crop is
included on the last ling, then the last line should be identified as * Other Crops’.

Column 2 Office Use-crop Code

Record the Crop Code found in the Respondent Booklet on pages 3, 4, and 5.
If you have to report more than 1 crop in the “Crop 5", then record the number:
9999 in cel #1773. The 9999 isthe crop code that represents al other cropsin
this Stuation.

When al other crops are reported, record the total irrigated acres of al other
cropsin column 3, but skip columns 4-9.

Column 3 Harvested AcresIrrigated

Report theirrigated, harvested acreage to the nearest whole acre for al irrigated
crops, except for tobacco and potatoes. Irrigated, harvested tobacco and potato
acreage should be reported to the nearest tenth of an acre. Acreage irrigated of
corn and sorghum/milo harvested for silage should dways be recorded on a
separate line from irrigated acres harvested for grain. Irrigated whest acresge
harvested for grain should be recorded by type (durum, spring or winter).
Irrigated acres of small grains harvested for hay should be recorded under Other

Hay.
INCLUDE (for each irrigated crop):
(1) Irrigated acres harvested in 2003.

(2) Irrigated acres intended for harvest in 2003 even if harvest was
delayed until 2004 due to bad westher, etc.
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EXCLUDE (for each irrigated crop):

(1) Double-counting acres from second and later harvests of any
crop from asingle planting, for example, multiple harvests of hay,
asecond or third picking of cotton, ratoon crops of rice.

(2) Irrigated acres of 2002 crops not harvested until 2003 due to
wegther conditions, etc.

Make sure the respondent is not reporting planted acres by crop when you are
asking only for harvested acres.

Column4and5 Yiddand Unit Code

In column 4, record the average yield per acre for each commodity. Thisisthe
averageyidd on theirrigated acres actualy harvested. Record the unit reported
in column 5. For example, if the respondent reported an average yield per acre
of 70 bushes of whest, you would record 70 in column 4 and in column 5 you
would record “4" for bushdls.

If acrop is harvested more than once during the year (for example, hay or
dfdfa), then sum the average yidd per acre for each harvesting. For example, if
ahay crop had two harvests (cuttings) in 2003, and yidld for the first harvest was
1.6 tons per acre and yield for the second harvest was 1.2 tons per acre, the total
yield would be reported as 2.8 tons (1.6 + 1.2).

If the operator reportsyield in a unit that is not listed, be sure to record complete
information about thet unit, including itsweight. Thisdlows the State Office to
convert the yidd into a more common unit and to aso evauate if the unit reported
iscommonly used for the reported commodity.

Leave the yield and unit code blank if more than one irrigated crop isincluded on
the lagt line identified as “Other Crops’.

Column 6 Primary Irrigation Syssem Type

Record the primary irrigation system type for each commodity. The primary
irrigation system for each irrigated crop is the system used to gpply the most
water during the 2003 crop season for theirrigated crop’s harvested acres. Be
sure to have the respondent refer to the Irrigation System Code List shown on the
guestionnaire above the table.
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Column 7 Average Inches of Water Applied Per Acre

Record the average inches of water applied per acre for the growing season for
each commodity. Average gpplied water per acre can vary significantly across
commodities, ranging from avaue of 1 to as high as 70 or more inches per acre.
Oneinch of water is equivaent to the quantity of water required to cover an acre
of leve-land, one-inch in depth. Thisis gpproximatdy 27,152 gdlons. If the
respondent reports applied water in terms of acre-feet per acre, multiply by 12 to
obtain inches per acre.

Column 8 Percent of Acresirrigated Using Surface Water

For each commodity, record the percent of acresirrigated using surface water
(not well water). Thisisthe percent of irrigated, harvested acres (column 3). For
each commodity, the tota for column 8 will be equa to or less than 100 percent.

Column 9 Percent of Acresirrigated Using Surface Water Purchased From Off-farm

[ltem 3

Item 4

Water Suppliers

For each commodity, record the percent of acresirrigated using surface water
purchased from off-farm water suppliers. Thisisthe percent of irrigated,
harvested acres (column 3), not the percent of acresirrigated using surface water
(column 8). For each commaodity, the total for column 9 will be equa to or less
than 100 percent, and equal to or less than the total for column 8.

Off-farm water suppliers may include water purchased from the U.S. Bureau of
Reclamation; an irrigation district; mutud, private, cooperative or neighborhood
ditches, commercid or municipa water systems. Record surface water from off-
farm water suppliers as it was ddlivered even if the origind source of water may
have came from groundwater wells.

Number of All Irrigation Wells Used in 2003

Record the number of irrigation wells used in 2003 for irrigation of the harvested
cropslisted above in item 2. Include al types and models actudly used for
irrigation and whether a crop was harvested above in item 2. EXCLUDE wells
used for purposes other than irrigation and wells used only for non-farm uses. If
no irrigation wells were used, go to item 6.

Number of Wells Used With Backflow Prevention Devices
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Of the number of wells reported in item 3, record the number of wells which used
backflow prevention devices.

When chemicas are applied to the field through irrigation weter, potential weter-
source contamination problems may occur due to accidenta backflow of water
containing chemicals, the accidentd injection of chemicals, or both, into the water
source. Backflow prevention devices involve the use of check valves and
vacuum reief vaves on the irrigation pump system that prevent water containing
chemicals from sphoning into the water source when the irrigation pump stops.
Backflow prevention may dso involve interlocking the chemica injection system
and the irrigation pump <o that the injection of chemicals sops when theirrigation
pump stops in order to prevent accidentd injections.

If no wellswith backflow prevention devices were used, go to item 5.

Item 4a Acresirrigated From Wels With Backflow Prevention Devices

Item 5

Record the number of harvested acres irrigated using water from the wells
identified in Item 4.

Number of WdlsUsed With Water Meter or Water-flow M easurement
Device

Record the number of wels on the farm which used awater meter or water-flow
measurement device.

A water meter, or water-flow measurement device (often referred to as a
flowmeter), generdly conssts of a propeller-driven, flow-measurement device
positioned in the center of the flowstream of theirrigation system’s water-delivery
pipe, but with an attached externd flow-measurement unit (sometimes caled a
“totalizer”) which records the total quantity of water flow. The flow-measurement
unit may measure water quantity in terms of galons, acre feet, acre inches, cubic
fedt, etc.

If no wellswith water meters or water-flow measurement devices were used, go
toitem 6.

Item 5a Acresirrigated From Wells With Water Meter or Water M easur ement

Devices

Record the number of harvested acres irrigated usng water from the wells
identified in Item 5.
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[tem 6

[tem 7

[tem 8, 8a

[tem 9, 9a

[tem 10

Additional Management Use of Irrigation System

Record the number of harvested acresirrigated for each purpose listed in Items
6a-e. These need not sum to anything. All may be zero. Enter “DK” for Don’t
Know if the respondent used a practice, but does not know on how many acres.

Management Techniques

This item determines respondent use of several water management techniques.
For column 2, enter the management practice code shown above the table. For
respondents who are currently using the technique, record the number of acres
irrigated using the technique in 2003. For each water management technique (a
C), the number of irrigated acres may range from zero to the totd irrigated acres
harvested for the farm operation.

I mprovementsto existing irrigation systems

Enter code * 1' for operations that made improvementsin 2003 to existing
irrigation systems.  Include upgrades or new equipment, but do not include
maintenance. Irrigation system upgrades may involve improvements such as
switching a center-pivot system from using high-pressure sprinklers to using drop-
tubes with attached low-pressure sprinklers. A new irrigation system may involve
an investment such as switching from a gravity-flow, gated-pipe system to alow-
pressure, sprinkler irrigation system.

Initem 8a, record the number of irrigated acres using the irrigation system
improvements.

Offer to purchase water or water rights

Enter code ‘1’ for operations where someone made an offer to purchase water or
water rights (from this operation) in the past five years (Snce January 1999). If
no offers were received in the past five years, or the respondent does not know if
offers were received, go to item 10.

For item 9a, based on the operator’ s knowledge, identify the purchaser’s
intended use of the water. If the operator does not know the purchaser’s
intended use, record 5 for “don’t know.”

Number of yearswater rights claims caused reduction or discontinuation
of crop irrigation
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Enter the number of years (in the last 10, since January 1994) in which someone
with senior water right claims caused the respondent to reduce or discontinue
crop irrigation for the farm.  Acceptable responses are 0 through 10.

Section M - Barley, Sorghum or Cotton Marketing
V2,V3,V4Only

This section is used to collect information on how the 2003 commodity (either
barley, sorghum, or cotton) was marketed. The section differs for each verson to
reflect the differences in marketing methods and practices used for each
commodity. Thisinformation will be used to enhance the reporting and analysis of
enterprise cost and return estimates by incorporating marketing costs and returns
into the accounts. Information on the cost of ginning, necessary for cost of
production estimates, will aso be collected in the cotton version.

Historical USDA accounts of crop enterprise costs and returns have excluded the
direct affects of government programs (i.e., income support, loan, and insurance
programs) and have included only production cogts. The production period was
assumed to end when the commodity was hauled from the field to storage or
directly to market. Returns to production were then computed by vauing the
commodity at the harvest period price. This method of accounting was used o
that the relative returns of commodities could be compared before the impact of
government programs, and before the unique market conditions of each
commodity were considered. While this method has been useful for policy-
making by putting each commodity on an equa footing for comparison, it does
not present a complete picture of the actual costs and returns associated with
each farm enterprise. It dso does not provide a perspective on the impact that
government policy had on the costs and returns of farm enterprises. Information
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collected in this section, aswell asinformation on government payments and
insurance payments and costs collected in sections E and F, will be used to
present a more complete cost and return picture for the enterprise. These data
will be used to enhance the understanding of how returns to commodity
production vary across the farm sector, and to determine what factors have the
grestest impact on the net returns of individual commodity enterprises.

When completing this section, please note that al questions refer to the 2003
crop produced (either barley, sorghum, or cotton), not the crop marketed in
2003 that was from the previous years crop. The 2003 crop was the one
harvested in 2003. Information on sorghum marketing should be collected only
for sorghum that was harvested for grain.

Item 1 Month crop was harvested

Report the month, numbered 1 (January) through 12 (December), in which the
majority of the 2003 crop was harvested.

Item 2, 2a-b Cogt of cotton ginning
V4 Only

The cogt of ginning is usudly paid by giving the cottonseed to the gin. Often
neither the ginning expense nor the cottonseed income gppear on the farmer’s
books. This information should gppear on the operation’s satement from the
ginning company. Y ou will have to probe for this information.

Occasiondly, the cogt of ginning is more than the vaue of the seed produced by
the cotton. The operation then has out-of-pocket expenses for ginning.

Indicate whether the cost of ginning the 2003 cotton crop was paid by cash
(code 1), al or aportion of the cottonseed (code 2), or both (code 3). If acash
payment was made for ginning the cotton (code 1 or 3), enter the cost in cents
per pound paid for ginning the 2003 cotton crop in Item 2a.. Include any costs
for module building and hauling that were provided by the gin. If dl or a portion
of the cottonseed was exchanged for ginning (code 2 or 3), enter the total credit
received in dollars and cents per hundredweight for the cottonseed exchanged for
ginning the cotton crop in Item 2b.  Include any cogts for module building and
hauling that were provided by the gin.

Item 3 Compress, bag, and tie chargesfor cotton

V 4 Only

January 2004
Page 5154



2003 Agricultural Resource Management Survey
Phase Il - Interviewer's Manual

[tem 4

Enter the amount paid in dollars and cents per bale for compress, bag, and tie
charges for the 2003 cotton crop. This information should appear on the
operation's satement from the ginning company. Y ou will have to probe for this
information. (Note that there is an error in the questionnaire concerning the crop
year. The question refers to the 2003 cotton crop, not the 2001 cotton crop asis
dtated on the questionnaire).

Month crop sold for ddivery

Report the number of units (bushels for sorghum and barley, baes for cotton) of
the 2003 crop sold for ddivery in each month or the percent of the 2003 crop
sold for delivery in each month, as of the date of the interview. If the crop was
sold earlier in the year under contract for ddlivery at harvest or alater month,
please report the amount of crop sold in the month delivered. All of the 2003
crop should be counted. If some of the crop (barley or sorghum) has been fed to
livestock as of the interview date, report the amount in item 2m. If some of the
crop is stored and not yet sold as of the interview data, report the amount in item
2n.

Item 5 Average weight of cotton bales

V4 Only

[tem 6

Report the average weight in pounds of cotton bales from the 2003 crop that
were sold and/or in storage.

Marketing methods and channels

In column 2 report the number of units (bushels for sorghum and barley, baesfor
cotton) of the 2003 crop that was sold by the interview date with each of the
marketing methods reported in column 1. The total should equd al the of 2003
crop that was sold as of the interview date. Alternatively, report the percent of
the 2003 crop that was sold by the interview date with each of the marketing
methods reported in column 1. Thetota should equal 100%.

In column 3 report the average price received (or to be received if under
contract) per unit (dollars and cents bushel for sorghum and barley, cents per
pound for cotton) for the 2003 crop sold with each of the marketing methods
reported in column 1.

In column 4 (V2 and V3 only) report the code from the code box that indicates
the marketing channd through which the 2003 crop was sold. If more than one
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Item 7a-c

[ltem 8

V4 Only

marketing channd was used with a marketing method reported in column 1,
report the channel that received the mgority of the crop.

In column 5 (V4 only) report the amount of the premium that was paid or
discount that was incurred per pound because of the cotton quality. Cottonis
qudity graded according to various standards (such as fiber length, color, etc.)
and premium/discounts are added/deducted to/from the price according to the
grade. Thisinformation should gppear on the operation’s sales receipt for the
cotton.

Marketing tools

Record a*“1" in the appropriate code box if the operation used the marketing
toolsindicated in items 7a-c for the 2003 crop. If a marketing tool was used,
indicate the net gain or loss that was associated with using that marketing tool for
the 2003 crop. Indicate aloss with anegative sign (-).

Put option purchase: A purchase of theright, but not the obligation, to sdl a
commodity at a particular price (the strike price) on or before the expiration date
of the contract.

Future hedge: A futures contract is alegdly binding agreement between two
parties to buy or sdll a predetermined amount of acommodity during a specified
month (the ddivery month) at a price (the future price) which is determined a the
time the contract is established. A hedge isthe buying or sdling of afutures
contract for protection againgt the possibility of a price change in the commodity
that the farmer is planning to buy or sdl.

Hedge-to-arrive (HTA) contract: The price received under a hedge-to-arrive is
the futures price plus the basis (difference between the cash and futures price).
The contract establishes part of the forward ddlivery price (the futures price), but
the basisis determined at delivery.

Fees paid to cotton marketing associations

Report the amount paid in dollars and cents per bale for fees charged by cotton
marketing associations for the 2003 cotton crop. Include fees charged by
USDA-HVI, Cotton Inc., National Cotton Council, and local grower
associaions. Exclude costs for participation in the Boll Weevil Eradication
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[tem 9, 9a

V4 Only

Program and the Pink Bollworm Program. This information should gppear on the
operation’s sales receipt for the cotton.

War ehouse storage chargesfor cotton

Indicate if warehouse storage charges were incurred for any of the 2003 cotton
crop. If so, report the average amount paid (either cents per pound or dollars
and cents per bae) per month for cotton tored in the warehouse in item 9a. This
information should appear on the operation’s sales receipt for the cotton or
gtatements received from the warehouse.

Item 10 Check-off cost

V2and V3

[tem 11, 11a

V2 and V3

If any of the 2003 crop had been sold at the time of the interview, report the
check-off cost in cents per bushel paid for the crop sold.

Commercial crop hauling

If any of the 2003 crop had been sold at the time of the interview, report the
number of bushels that were hauled to market by commercia truckers. If any of
the crop was hauled to market by commercia truckers, report the hauling cost in
cents per bushd for the crop hauled in item 11a

Item 12 Distance crop hauled

V2 and V3

If any of the 2003 crop had been sold at the time of the interview, report the
average one-way distance in miles that the crop was hauled to market by this
operation. Report the distance only if this operation hauled the crop, and exclude
any of the crop hauled by commercid truckers.

Item 13, 13a Crop sored off-farm
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V2and V3

Item 14

Report the total number of bushels of the 2003 crop that were stored off-farm.
Thisincludes any of crop stored at an elevator, on another operation, or any
place off the surveyed operation. Include any of the crop that was stored off-farm
but sold prior to the time of the interview, and any of the crop 4ill in off-farm
dtorage. Report the average monthly storage charge paid, in cents per bushd, for
the crop stored off-farm initem 13a.

Input acquisition

Pre-purchasing or contract purchasing of inputs is a management Strategy that has
become increasingly popular among farmers. This strategy is used to reduce the
risk of higher input costs due to risng input prices during the spring planting
season when most inputs are used. For example, during the spring of 2003
nitrogen fertilizer pricesincreased dramaticaly as the result of higher pricesfor
naturd gas, the mgjor input for producing nitrogen fertilizers. Farmerswho pre-
purchased or contract purchased nitrogen fertilizer prior to the first of the year
(Jan. 2003) paid considerable less than farmers who waited until the planting
Season to purchased the inputs. Farmers aso pre-purchase inputs as a means of
reducing their taxable income in agiven year.

This section refers only to the inputs used on the target crop, either barley,
sorghum, or cotton. For each of the input categories listed in columns 2-6 (seed,
nitrogen fertilizers, mixed fertilizers, crop chemicals, crop fud), report the percent
of the input that was purchased in each period indicated in column 1 for the target
crop. Report the input as purchased in the quarter that the price was established,
which may not be the same quarter as when the input was ddivered to the farm
or when the input supplier was paid. The percent purchased should be estimated
by the tota quantity of the input purchased. Crop acreage, input expenditures or
input use may be used to approximate the quantity of input purchased if
necessary. The percent reported in each of the columns (2-6) should sum to 100.
Exclude homegrown inputs such as seed saved from the previous year and
manure.

The most common types of nitrogen fertilizers are anhydrous ammonia (AA), urea
ammonium nitrate (UAM), and Urea. Other examples include agua ammonia and
various nitrogen solutions (28%, 30%, etc.). Mixed fertilizers are those that
include a combination of nitrogen (N), phosphorus (P), and/or potassum (K).
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Item 15

Item 16

Reason nitrogen fertilizer was purchased prior to Jan. 1, 2003

Refer to item 14 to determine if any nitrogen fertilizer was purchased prior to
January 1, 2003 (i.e., positive data in item codes 1927 or 1932). If so, record
the code that indicates the primary reason why the farmer purchased nitrogen
fertilizer prior to January 1, 2003. This data indicates the particular management
drategy thet the farmer was using with hisinput purchasing decision.

Reason nitrogen fertilizer was not purchased prior to Jan. 1, 2003

Refer to item 14 to determine if any nitrogen fertilizer was purchased prior to
January 1, 2003 (i.e., positive data in item codes 1927 or 1932). If not, record
the code that indicates the primary reason why the farmer did not purchase
nitrogen fertilize prior to January 1, 2003. This dataindicates factors that may
limit afarmers ability to pre-purchase or contract purchase inputs. If the farmer
did not use nitrogen fertilizer on the particular crop, enter code 5 for other.

Note: All producers will answer ether item 15 or item 16, but no producer will
answer both items.
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Conclusion

Survey Publication

After completing the interview, ask the respondent if he/she would like to recaeive
acopy of the survey results. The Farm Production Expenditures Report will be
published in July of 2003. Enter “1" for YES.

Respondent Code

Records Use

The respondent code is used to identify the person who was interviewed. Enter
the code of the person providing most of the data. If the respondent was an
accountant, bookkeeper or someone other than the codes listed, record the
respondent's name and phone number.

Though most farmersranchers have some kind of farm record keegping system,
not al of them use these records in the interview. Record the response category
you fedl best characterizes how often the respondent’ s records were or were not
used in the interview.

Type of Records

Ending Time

Respondents usually keep recordsin alevd of detall that the complexity of ther
operation and enterprises require. However, the form these records take varies
considerably across operations. Record the response category that best
represents the records that were used the most during the interview, regardless of
how much they were used.

A generd ledger is something that can be bought just about anywhere (drugstore,
bookstore, printing supply store, discount store, etc.). It can be used for any
accounting gpplication; it is not farm specific.

A forma farm record workbook or account book is created specifically for
farm/ranch accounting. 1t is organized into categories to handle common
farm/ranch accounts (seed expense, fuel expense, livestock purchases, etc.).

Record the ending time (military time) of theinterview. If more than one person
was interviewed or it took more than one appointment to complete the interview,
times should reflect the gpproximate totd time for the questionnaire.

January 2004
Page 5160



2003 Agricultural Resource Management Survey
Phase Il - Interviewer's Manual

Exclude the time you spend reviewing the questionnaire or verifying caculaions
by yoursdf after you have completed the interview. Be surethe ending timeis
after the beginning time entered on the face page.

Accurate reporting of interview time (beginning and ending time) is critica for
monitoring and evauating survey burden and cog.

Date

Record the date the questionnaire was completed. Enter the date in MMDDO3
format on the lines provided in the date cdll. For example, if the interview was
completed on March 6, 2003, enter _3 06 inthe date cdl. Theyear 03 is
preprinted in the questionnaire. 1t is not necessary to enter aleading zero before
the month number.

Enumerator Name

After Sgning the questionnaire, record your enumerator ID code.

Thank the respondent for their time and effort.
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Appendix A

THE CORE QUESTIONNAIRE

VERSION 5
(ARCAFL GAILINIAKSMN MO NE NC TX WA WI) Only

One of the changes to the 2003 ARMS program is the attempt to set state leve
estimates for the states listed above. In order to provide indications with a high
levd of accuracy, sample sizes for these states had to be increased sgnificantly.
Thus the core questionnaire has been introduced. The core questionnaire
contains the basic questions for those items that NASS and ERS will be
attempting to set date-level estimatesfrom. Virtualy every question in the coreis
ether found inthe verson | or theversonsll, Il or IV questionnaire. Certain
questions in the core combine two or three questions in the CRR(Verson 1).
However sections of the core do not dways coincide with sections of versons| -
IV, therefore a mapping of core questions to the respective questions from the
other four versons has been created. Beow you will find each question of the
core questionnaire listed sequentidly. The corresponding version, section and
item number will tell you where to go to find the information for that question.

SECTION A Land in Farm/Ranch

Core Question Corresponding Question(s) in Other Versions

ltem 1 CRR, Section A, Item 1

ltem 2a CRR, Section A, Item 2a

Item 2b CRR, Section A, Item 2b

ltem 2c CRR, Section A, Item 2c

Item 2d CRR, Section A, Item 2d

ltem 3 None (Add items 1+2at+2b+2c+2d)
Item 4 CRR, Section A, Item 3
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ltem 5 None (Subtract item 4 from item 3)

Item 6a CRR, Section A, Item 5a

Item 6b CRR, Section A, Item 5g, Acres Column
Item 6¢ CRR, Section A, CombinesItems5b & ¢
Item 6d CRR, Section A, Item 5h

SECTION B Acreage and Production

Item 1 CropsProduced and Used on this Operation

In this table, columns one through four follow exactly the CRR questionnaire,
Section B, Item 1, columns one through four. Therefore refer to those
ingructions for filling this table out.

Iltem 2 Valueof Landlordsshare

Thisitem corresponds to the cost of production questionnaires (version |1, [11 and
V), Section B, Item 2.

SECTION C Livestock

Core Question Corresponding Question(s) in Other Versons
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Item 1a CRR, Section C, Item 1a
Item 1b CRR, Section C, Item 1c
Item 1c CRR, Section C, Item 1h
Item 2 CRR, Section C, Item 2

SECTION D Rent Paid

Core Question Corresponding Question(s) in Other Versons

Item 1 CRR, Section A, Item 10
[tem 2 CRR, Section A, Item 11a
ltem 3 CRR, Section A, Item 12

SECTION E Farm Income

Core Question Corresponding Question(s) in Other Versions

ltem 1 CRR, Section D, Item 1

ltem 2, Col 1 CRR, Section D, Item 1, Column 1
[tem 2, Col 2 CRR, Section D, Item 1, Column 5
Item 2, Col 3 CRR, Section D, Item 1, Column 6
Iltem 2, Col 4 CRR, Section D, Item 1, Column 7
ltem 3 COP(2,3&4), Section D, Item 1a
ltem 4 COP(2,3&4), Section D, Item 1b
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ltem 5

Item 6, Col 1
Item 6, Col 2
Item 6, Col 3
Item 6, Col 4
ltem 7
Item 8
ltem 9

Item 10

ltem 11

Item 12a
Item 12b
Item 12c
Item 13a
Item 13b
Item 14a
Item 14b
Item 14c
Item 14d
Item 15

Item 16

ltem 17

I[tem 18a

CRR, Section D, Item 2

CRR, Section D, Item 2, Column 1
CRR, Section D, Item 2, Column 5
CRR, Section D, Item 2, Column 6
CRR, Section D, Item 2, Column 7
COP(2,3&4), Section D, Item 2a
COP(2,3&4), Section D, Item 2b
CRR, Section D, Item 6

CRR, Section D, Items 3&-h

CRR, Section D, Item 7

CRR, Section C, Item 3, Column 6
CRR, Section C, Item 3, Column 7
CRR, Section C, Item 3, Column 5
CRR, Section D, Item 4a

CRR, Section D, Item 4b
COP(2,3&4), Section E, Item 2a
CRR, Section E, Item 2a
COP(2,3&4), Section E, Item 2¢
COP(2,3&4), Section E, Item 2d
CRR, Section E, Item 3

CRR, Section A, Item 8

CRR, Section A, Item 9

CRR, Section E, Item 4a
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Item 18b CRR, Section E, Item 4c
Item 18c CRR, Section E, Item 4f
Item 18d CRR, Section E, Item 4

SECTION F Operating and Capital Expenditures

Core Quedtion Corresponding Quedtion(s) in Other Versons

Item 1 CRR, Section F, Item 1
Item 2 CRR, Section F, Item 2
Item 3 CRR, Section F, Item 3
Item 4a CRR, Section F, Item 4a
Item 4b CRR, Section F, Item 4d
Item 4c CRR, Section F, Item 5
Item 5 CRR, Section F, Item 6
ltem 6 CRR, Section F, Item 8
ltem 7 COP(2,3&4), Section F, Item 9
Item 8 CRR, Section F, Item 13
Item 9 CRR, Section F, Item 14
Item 10 CRR, Section F, Item 15
ltem 11 CRR, Section F, Item 16
Item 12 CRR, Section F, Item 17
Item 13a CRR, Section F, Item 18a
Item 13b CRR, Section F, Item 18b
ltem 14a CRR, Section F, Item 19a
Item 14b CRR, Section F, Item 19b
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Item 15
Item 16
Item 17a
Item 17b
Item 17c
Item 17d
Item 18
Item 19a
Item 19b
Item 19c
Item 19d
Item 19
Item 19f(1)
Item 19f(2)
Item 199
Item 19h
Item 19i
Item 19

Item 20

CRR, Section F, Item 26

CRR, Section F, Item 23

CRR, Section F, Item 24a

CRR, Section F, Item 24b

CRR, Section F, Item 24c

CRR, Section F, Item 24d

CRR, Section F, Item 25

CRR, Section F, Items 27a& b combined
CRR, Section F, Items 10,11,12 combined
CRR, Section D, Item 5

CRR, Section F, Item 20

CRR, Section F, Item 21

CRR, Section F, Item 22

CRR, Section F, Item 22a

CRR, Section F, Items 28& 29 combined
CRR, Section F, Item 30

CRR, Section F, Item 31

CRR, Section F, Item 32

CRR, Section Items 33-42 combined

SECTION G Farm Type

Core Question Corresponding Question(s) in Other Versions

[tem 1

CRR, Section A, Item 13
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SECTION H Farm Labor

This section of the core questionnaire matches the CRR, Section G, item for item.

SECTION | Farm Assets

Core Question Corresponding Question(s) in Other Versions

Item 1a CRR, Section H, Item 1a
Item 1b CRR, Section H, Item 1b
Item 1c CRR, Section H, Item 1c
Item 1c CRR, Section H, Item 1d
ltem 2 CRR, Section H, Item 2
Item 3 CRR, SectionH, Item 3
ltem 4a CRR, Section H, Item 4a(1)
Item 4b CRR, Section H, Item 4a(2)
Item 4c CRR, Section H, Item 4b
Item 4d CRR, Section H, Item 4c
Item 4e CRR, Section H, Item 4c
Item 4f CRR, Section H, Item 4e
Item 4g CRR, Section H, Item 4f
Item 4h CRR, Section H, Item 4g
ltem 4i CRR, Section H, Item 4h
Item 5 CRR, SectionH, Item 5
ltem 6 COP(2,3&4), Section H, Item 6
SECTION J Farm Debt
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This section matches identically to Section | (Farm Debt) of the COP
questionnaires (Versons 2,3,4). Refer to that section of the interviewers manua
for ingructions.

SECTION K Farm Operator and Household

Core Question Corresponding Question(s) in Other Versions

ltem 1 CRR, Section J, Item 1
Item 2 CRR, Section J, Item 2
Item 3 CRR, Section J, Item 3
Item 4 CRR, Section J, Item 4
Item 5 CRR, Section J, Item 5
Item 6 CRR, Section J, Item 6
ltem 7 CRR, Section J, Item 11
Item 8 CRR, Section J, Item 11a
ltem 9 CRR, Section J, Item 12
Item 10 CRR, Section J, Item 13
Item 11 CRR, Section K, Item 22
ltem 12 CRR, Section J, Item 8
Item 13 CRR, Section J, Item 11
ltem 14 CRR, Section J, Item 11a
Item 15 CRR, Section J, Item 15
Item 16 CRR, Section K, Item 9a
ltem 17 CRR, Section K, Item 9b
Item 18 CRR, Section K, Item 1
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Item 19 CRR, Section K, Item 3 (Operator)
Item 19a CRR, Section K, Item 3a (Operator)
Item 19b CRR, Section K, Item 3b (Operator)
Item 20 CRR, Section K, Item 3 (Spouse)
Item 20a CRR, Section K, Item 3a (Spouse)
Item 20b CRR, Section K, Item 3b (Spouse)
ltem 21a CRR, Section K, Item 8, Column 1
Item 21a(1) CRR, Section K, Item 8, Column 2
ltem 21a(2) CRR, Section K, Item 8, Column 3
Item 21b CRR, Section K, Item 8b

ltem 21c CRR, Section K, Item 8c

Item 21d CRR, Section K, Item 8d

ltem 21e CRR, Section K, Item 8e

Item 21f CRR, Section K, Item 8f

ltem 21g CRR, Section K, Item 8g

ltem 22 COP(2,3&4), Section K, Item 23
ltem 23 COP(2,3&4), Section K, Item 17
Item 24 CRR, Section K, Item 16

ltem 25 COP(2,3&4), Section K, Item 10
Item 26 COP(2,3&4), Section K, Item 11
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From the Sate Office staff and Headquarters personnel in
Washington, D.C., THANK YOU for your continued dedication
in the collection of agricultural statistics of the highest quality!!!
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