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Background on U.S. upland cotton
policy

Direct and Countercyclical Payments (DCP)
ACRE

Marketing loans

Regular crop insurance

« WTO panel convened in 2003 to hear case brought by Brazil against US over
programs

« WTO ruled against U.S. in 2005 and 2008

* In 2009, agreement between U.S. and Brazil signed to avert counter-measures
* U.S. made monthly payments to the Brazil Cotton Institute
e U.S. farm programs temporarily continued
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2014 farm bill

$300 million settlement to BCI
e Changes to export credits
e Changes in U.S. cotton programs

Upland cotton not eligible for ARC or PLC

Cotton base acres become generic base acres
Retains marketing loan program

Option of Supplemental Coverage Option (SCO) or
Stacked Income Protection (STAX)

Transition payments for 2014
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STAX
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STAX enrollment

<CO
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Net benefits to upland cotton
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STAX is per participating acre
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2015 generic base acres

Corn, |
2,032,200
Unallocated,

6,312,600 Soybeans,

3,543,092
Wheat, Generic base as percent of plantings
2,449,696 Corn 2.3%
Other, 222,076 Soybeans 4.3%
Peanuts, 926,046 Wheat 4.5%
Sorghum, Sorghum 17.7%
1,498,779 Peanuts 57.0%
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Seed cotton

e P; and Pg are the price of the lint and seed, respectively, in dollars per
pounds

e Y; and Y5 are the U.S. total production of lint and seed, respectively,
pounds
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Seed cotton policies

* Enrolling in one eliminates STAX as an option (starting in 2019)

* Average seed cotton plantings + prevented plantings for 2009-2012
» Limited between bounds of 80% to 100% of generic base

» Reallocate all base acres based on 2009-2012 years
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FAPRI-MU stochastic models
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Seed cotton prices
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Modeling assumptions

No one chooses STAX starting in 2018

13 million to seed cotton
.4 million to corn

1.2 million to soybeans
-.1 million to sorghum
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Net benefits to upland cotton
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STAX is per participating acre, PLC and ARC are for seed cotton
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Base has changed
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Cotton results

2018-2027 average
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Changes In planted area

2018-2027 average
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Change in mandatory outlays

2018-2027 totals, Title | only
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Change in mandatory outlays

2018-2027 totals
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Summary
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