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LOWER RICE PRICES – PROGRAM PAYMENTS? 

 
 Rice prices for the 2016 crop do not look promising.  In prior years, prices were at a level that 
payments under any of the programs for temperate japonica rice in California were neither expected 
nor received.  For many producers, that meant that going through the Farm Service Agency enrollment 
process for either Price Loss Coverage (“PLC”) or the Agricultural Risk Coverage Program, whether 
on an individual basis (“ARC-I”) or on the county level (“ARC-CO”), was not worth the time or 
effort.  So does the prospect of lower prices mean that producers should make sure they are enrolled in 
the applicable program? 
 
 For PLC payments to be triggered, the Season Average Farm Price (“SAFP”) for the 2016-
2017 crop will have to drop below $16.10, or $9.60 over loan.  Since several marketers have 
announced initial advances at only $7.00 over loan, it appears possible that the final price may be 
under the $16.10 reference price.  Payments under ARC-CO are also possible.  The Olympic Average 
price going into 2016 is projected to be $19.87.  County rice yields show little historical variance from 
year-to-year.  Assuming the yield in 2016 will remain consistent with the historical average, a SAFP 
below $16.89 will trigger payments.  

 
Payment limits have changed from the prior Direct and Counter-cyclical Program (“DCP”) 

program, going from $40,000 per “person” to $125,000 per “person”.  So the need for qualifying 
numerous “persons” has been substantially reduced.  A farming operation consisting of 1,000 rice base 
acres required 4 “persons” to cover prior DCP payments.  Under ARC, assuming normal yields, the 
price must drop below $15.50, or 8.50 over loan, before the 1,000 acre rice operation would generate 
payments greater than $125,000.00.  For farms enrolled in the PLC program, assuming an 86 cwt 
payment yield, the price has to drop below $14.50 before the payment limit is exceeded.  Growers are 
encouraged to use the Kelleher Decision Tool – 2016 and enter their own base acres, PLC yield, 
applicable county yields, and 2016 price and yield projections in the Grower Information Tab to assess 
the likelihood and magnitude of payments for their operations. 

 
If a producer decides to sign up for the 2016 program, the same rules governing “actively 

engaged” apply as in the DCP program, but with a TRAP FOR THE UNWARY.  Farming 
partnerships or joint ventures that include non-family members can only qualify one partner or joint 
venture member through management contributions.  The test for qualifying management 
contributions is much more strict that in the prior program.  Significant record keeping is also required 
to substantiate claimed management.   So joint operations which include non-family members that rely 
on management to qualify their members would be well advised to reorganize into a legal entity 
(corporation or LLC), for which the new management contribution rules do not apply.  In addition, if 
the total of program payments and benefits received, both directly and indirectly, for the program year 
by the stockholders and members does not exceed $125,000, the requirement of a significant 
contribution of active personal labor or active personal management may be met by stockholders or 
members who collectively hold at least 50 percent of the ownership interest in the legal entity.   

 
Bottom line, California rice producers should reassess their operations and the possibility that 

lower prices may result in payments under the 2014 Farm Bill and make sure their operations qualify.    




