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USDA COST-SHARING AND RESERVE PROGRAMS

   he USDA’s cost-sharing and reserve programs provide incentives for a wide range of
conservation measures aimed at protecting both
on-farm and off-farm resources.  Most of the
programs are administered by the NRCS.  The
exception is the Conservation Reserve Program
(CRP), administered by the Farm Service Agency
(FSA), which enrolls relatively few acres in
California.

For all of the USDA programs, the eligibility
standards are more complex and stricter than the
preferential taxation arrangements described in the
previous chapter.  Participating operators and
landowners must comply with more requirements
than in other programs.  Still, the programs are
popular.  Far more applications are submitted by
landowners than can be funded.  Participant
benefits include partial federal payments for
completing conservation practices that improve
farms and accomplish conservation goals.  Also,
the reserve programs make rental payments for
maintaining habitat and conserving soil.

Not described in this chapter because it is not directly available to landowners is USDA’s
Farm and Ranch Land Protection Program (FRPP), also administered by NRCS.  This
program provides funding - currently about $3 million a year in California - to state and local
governments and non-profit land trusts for purchasing the development rights on agricultural
land. FRPP matches funds from other sources, including California’s Farmland
Conservancy Program, so the federal money is intermingled with other funds in the
easement payments to landowners.

ELIGIBILITY

Federal statutes for the USDA programs define baseline eligibility standards for ownership,
land characteristics, and compatibility with other programs.  Landowner applications that
meet these minimum standards undergo further review by program managers who rank the
proposals according to conservation goals set by legislation.

Ownership requirements

All USDA programs accept land under any form of private ownership: individual,
partnership, estate, or corporate.  However, there are income limits.  Average adjusted
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gross incomes for applicants cannot exceed $2.5 million for the three tax years immediately
proceeding the application year.  Exemptions can be granted for entities that earn 75 percent
or more of their adjusted gross income from farming, ranching, or in some cases forestry
operations.

Operators as well as owners are eligible for most programs, but they must demonstrate that
they have legal control over the land for the duration of their contract with the program
agency.

Land characteristics

While the basic ownership requirements apply across the board, the USDA programs vary in
specific standards for agricultural characteristics.  The programs have different farmland or
agricultural practice-related priorities that match their varying conservation goals.   Adding to
the basic national standards are specific priorities for California and other states set by the
state NRCS offices.   Tables 6-1 and 6-2 detail the eligibility standards and targeted lands for
the cost-share and reserve programs in California.

Cost-share programs.  For the EQIP program, the NRCS in California considers only
applications which propose practices that will contribute to water and air quality and other
resource goals, regardless of land characteristics.  WHIP, on the other hand, gives priority to
land that can provide significant environmental benefits, especially properties adjacent to
other protected lands with significant wildlife values.
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Enrollment in the new Conservation Security Program is limited to land in specified “priority
watersheds.”  Figure 6-1 identifies the five California watersheds designated for fiscal 2005,
the first year of the program’s operation in this state. They include parts of 11 counties. More
California watersheds will be added in later years.  Applications in a given watershed are open
only in the year of its designation, with eight years to lapse until the area becomes eligible
again.

Reserve programs.  The three USDA reserve programs confine eligibility to particular kinds
of agricultural lands (Table 6-2).  The Conservation Reserve Program (CRP) concentrates on
highly erodible land.  WRP focuses on farmed or ranched wetlands or former wetlands. The
Grassland Reserve Program (GRP) defines eligibility to cover historical grasslands, including
rangeland and pastureland.

Eligibility limited by conflicting programs

Agricultural lands enrolled in any of the USDA reserve programs are generally ineligible for
participation in the cost-share programs because of conflicting conservation purposes.  While
the cost-share programs focus on improving active farming practices, primarily cultivation
activities, the reserve programs protect resources by prohibiting or limiting certain agricultural
operations. WHIP and CSP rules expressly declare reserve lands ineligible. EQIP contracts
can coexist with other contracts, such as WHIP and another EQIP project, as long as they
treat different resources.
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In most respects, participation in the cost-share and reserve programs does not exclude
landowners from receiving benefits from other USDA activities.  Indeed, the selection process
of some USDA programs gives priority to multiple program participation as a means of
leveraging resources.
A final point about eligibility is that all USDA programs require participants to comply with
national sodbuster and swampbuster laws.
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Figure 6-1.  California watersheds eligible for the Conservation Security Program,

FY 2005.
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APPLYING FOR A USDA PROGRAM

Application and selection procedures are generally similar for all the USDA programs (Figure
6-2). Working with USDA staff, applicants first identify their conservation objectives and
translate them into ideas for specific action.  Assuming basic eligibility standards are met,
each program annually sorts and then ranks the applications to select proposals that reflect
the best convergence of landowner and operator offers to provide conservation services.

The conservation plan, required by all USDA programs, is at the center of this process.  Such
plans are required to fully and accurately reflect the conservation objectives applicants want
to accomplish and the practices proposed to carry them out.  Landowner objectives suggest
which programs to apply for and the management plans play a large role in the selection of
applications for funding.

Figure 6-2.  The application and selection process for USDA conservation programs
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Table 6-3.  California USDA offices, addresses, and phone numbers.
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Starting the process

Agricultural landowners can start the application process through either of two different
methods.  In the first, recommended by NRCS, a landowner or operator contacts a local
NRCS office and requests the preparation of a general conservation plan for the designated
property.  A NRCS advisor, generally a soil conservationist, works with the landowner to
create a “program neutral” plan, one that outlines the appropriate actions for accomplishing
the desired conservation goals, without specifying a particular compensatory program.  Once
a plan is completed, the NRCS staff can recommend alternative arrangements for funding
and implementing the plan, including a specific USDA program.

NRCS emphasizes the importance of beginning with the initial plan.  Starting from the
perspective of achieving overall goals (rather than simply targeting a money source)
enhances the probability that landowners can
achieve their goals and maximize the
conservation benefits of their money and effort.
For example, a farmer or rancher could initially
assume that WHIP funding would be best to
restore wildlife habitat around a creek, while a
more effective solution would be to seek EQIP
support to establish buffer strips to manage
sediment runoff into the creek.  Once a NRCS
advisor and the landowner agree that
application to a specific program best fits the
desired objectives, the advisor develops a more
detailed conservation management plan
specific to that program.

In the second application method, landowners
can apply directly to a USDA program before requesting an initial plan. This triggers a
verification of the owner’s eligibility.  If eligible, the landowner then works with an NRCS
advisor to develop a conservation plan specific to the program. NRCS staff generally
recommend against this method because such proposals tend to lead to plans that treat farm
resources less comprehensively.  Also, they are less likely to be successful and need to be
redrawn, leading to wasted energy and time.

Application forms are available from local NRCS office or the Internet.  Table 6-3 lists the
NRCS field offices in California.  The application forms are relatively simple, requesting
primarily information needed to verify eligibility.  All NRCS  programs receive applications
continuously, but they are collected and ranked for funding according to a schedule posted
on the Web at www.ca.nrcs.usda.gov.  Applications not funded or received late are
considered for the next funding cycle.

Landowner time and effort

Most landowner time and effort in the application process takes place in developing the
management plan.  Although NRCS staff formally prepare the plan, owners or operators are
closely involved in supplying information about goals, agricultural practices, parcel history
and in reviewing alternatives.

Phil Hogan, USDA-NRCS
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A major part of this landowner involvement concerns project costs. While the programs list
maximum costs per practice to be shared by the landowner and the agency, actual local
costs may differ. The USDA share of costs identified in the conservation management plan
becomes the maximum a program will pay. Actual amounts paid correspond with the work
receipts submitted, but cannot exceed the contract amounts.  This represents a risk for
participating landowners because they are obligated under the contracts to pay for actual
costs even if they exceed the original proposals.

Estimates for the typical number of landowner hours spent in the application process and
total time lapsed from start to finish are not available because of wide variations from project
to project.  Once a management plan is completed, the plan becomes the landowner’s
application.  There is no opportunity to negotiate project terms as an application is reviewed
because the final contract follows the details of the conservation management plan.  NRCS
does allow some flexibility in implementing a contract due to “Acts of God” or other unforseen
circumstances.

THE CONSERVATION MANAGEMENT PLAN

The details of a plan merit close attention from the landowner seeking support from a USDA
program. The plan lists the actions the landowner or operator will take to produce the
conservation services for which compensation will be received.  This list becomes the core of
the contract that formalizes the project agreement with the USDA.  Failure to carry out the
stated activities can result in cancellation of the contract and the payments.

According to the NRCS, a conservation plan is

“voluntary, site-specific, comprehensive, and action oriented.  It contains natural
resource information and a record of decisions made by the client. It describes the
schedule of operations and activities needed to solve identified natural resource
problems and take advantage of opportunities.”

Starting with landowner objectives, NRCS staff prepare the plans. After listening to a
landowner’s goals and taking inventory of the topological, vegetative, soil, water and wildlife
resources of the property, an NRCS technical advisor develops  a list of alternatives – and
costs – for achieving the desired goals.  Although some elements of a conservation plan are
required, a landowner may reject other elements prepared by the advisor, although at risk to
the competitiveness of the application.

Table 6-4 outlines the required, prohibited, and optional conservation practices called for by
the USDA programs.
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SELECTING PROJECTS

Following the legislative mandates that require chosing landowner projects that provide
maximum conservation benefits, the USDA programs have specific processes and criteria for
selecting applications to fund.  In some cases, the programs are directed to achieve
maximum conservation benefits per dollar spent.  State NRCS and FSA offices add state-
specific priorities to the basic national standards.  The state priorities are developed with the
advice of technical committees and working groups representing various agricultural and
other interests.  Figure 6-2 outlines the general selection process.

Table 6-4.  Conservation Practices Required by the USDA Programs

The USDA programs generally use numerical scoring to rank and select proposals. With the
conservation priorities in place, state scoring sheets are prepared that assign designated
points for elements in applications. Individual programs emphasize different elements.  For
example, some programs rank applications primarily according to land characteristics, while
others place more emphasis on conservation practices. Some programs assign higher points
to proposals with relatively low costs, reflecting the legislative requirement that selected
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projects offer the greatest environmental benefits per dollar spent.  Another factor used in
some program scores is a proposal’s response to particular local conservation concerns.

Individual USDA programs add their own features to the general selection process.  In EQIP,
for example, local workgroups identify local conservation priorities.  In CRP, state-specific
guidelines established by state FSA offices must be approved at the national level.  In the new
CSP, landowners initiate the process by preparing a self-assessment workbook.

Landowner proposals in the ranking process compete with each other. Considerably more
applications are submitted in a budget year than can be funded.  Looking at EQIP, for
example, 2,580 proposals were funded in 2004 while 2,721 other applications were
unsuccessful.

Generally, proposals with the highest numerical scores in a given year are funded.  Projects
are approved for California in annual cycles according to the total funds allocated to the state
for the different USDA programs, a result of congressional and national NRCS
determinations.

The message for landowners in this process is that chances for approving their projects in a
particular year is a result of the quality of their applications, the overall relationship of total
program funding allocated to California, and the number of acceptable applications.

DURATION

Finally, programs require that landowners commit to their agreements for specified durations
that vary by program:

• EQIP: From 1 year after a practice is implemented to a maximum of 10 years.

• WHIP: 10 to 15-year contracts.

• WRP: 30-year and permanent contracts.  Shorter periods for cost-sharing.

• GRP: 10-, 20-, or 30-year rental agreements.  30-year or permanent easements.

• CRP: 10 to 15-year contracts.

• CSP: 5 to 10-year contracts, depending on the level of resource plan implementation.

NRCS requires annual monitoring of all contracts under its conservation programs.  Generally,
a technical advisor from a local NRCS office will visit the farmland under contract.  Contract
terms allow NRCS access to the farmland.  Sometimes, however, the advisor will determine
implementation progress by telephone.  However, the NRCS stipulates that advisors will
always schedule their visit with the farmowner before visiting the property.  The intention of
these visits is not just to check for compliance with the contract, but also to see if the practices
are achieving the desired results and to recommend adjustments if needed.
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How are these arrangements affected by a change in the ownership of an agricultural parcel
while the contract is still in place?  Unlike the restrictions created by an agricultural easement,
the landowner obligations do not automatically run with the land.  Generally NRCS gives the
new owner the option of continuing or not continuing with the contract through its scheduled
expiration.  If designated work still remains to be completed under an original cost-share
contract, NRCS may negotiate the terms with the new landowner or even request a refund
from the original landowner of some of the federal payments.
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