Summary Points for the
Next Generation Farmland Acquisition Program
Introduction
· The Next Generation Farmland Acquisition Program is an innovative program to be offered by MARBIDCO – working in collaboration with MALPF and commercial lenders – to help aspiring young or beginning farmers to purchase quality rural working land and permanently preserve this land at the same time.
· The Maryland General Assembly authorized the Next Generation Program in the Agricultural Stewardship Act of 2006, with a provision for up to $5 million in annual State funding, but to date no funds have been provided. (Note: MARBIDCO’s rural business assistance programs have received good State support recently and have been adequately funded during the last two fiscal years, but these funds cannot be used to purchase land conservation easements.)
· Three pieces of legislation have been introduced during the 2008 Legislative Session to fund the Next Generation Farmland Acquisition Program:
· During 2007, the Task Force on Agricultural Incentives made the Next Generation Program one of its top recommendations for the General Assembly to act upon after hearing from young farmers and others. Task Force Co-chairs Senator Roy Dyson and Delegate Rudy Cane have introduced legislation (SB 434/HB 898) to get the Next Generation Program up and running this coming year. This legislation would provide a total of $5 million in State general fund support spread over 4 years. 
· Senator Mac Middleton has introduced other legislation (SB 662) to fully fund the Next Generation Program at $4 million annually from a new dedicated funding source resulting from an increase in the Agricultural Transfer Tax. (This tax is generally only collected when farmland is sold for development, and is typically paid by the buyer not the former farmer). 
The Dilemma of the High Cost of Maryland Farmland
· Maryland agriculture is nearing a potentially critical juncture in terms of its future viability. With an aging farmer population and skyrocketing real estate prices due to development pressure, it appears possible that much remaining farmland, and the resulting opportunity for agricultural production on that land, might be in danger of disappearing forever. 
· Aspiring young Maryland farmers report that they face an often insurmountable difficulty in purchasing farmland for the first time. Moreover, the Young Farmers Advisory Board (YFAB) and other agricultural and land conservation groups report that a major impediment to the future success of the next generation of farmers is their ability to purchase farmland. 
· This new generation of agriculturalists would, in turn, help support the economies of rural communities (including tourism), retain the rural working landscape, and sustain a critical mass for agricultural industry activity in this State. 
· An additional advantage of the Next Generation Program is that it would help to permanently preserve considerable agricultural land from future development, thus providing significant open space and water/air quality benefits.
· Numerous participants in the August 2005 “agricultural listening sessions” hosted by the Maryland Agricultural Commission noted that high farm land costs were a major impediment to young or beginning producers. In response, Maryland Agricultural and Resource-Based Industry Development Corporation (MARBIDCO) was tasked to design a freestanding young/beginning farmer land acquisition program that could nimbly work with commercial lenders to help young or beginning farmers acquire productive rural working land.

The Next Generation Program is a Good Interim Solution to Help Young Farmers
· A partial solution to the problem of increasingly expensive farmland is a reasonably well-financed and rapid response-type farmland easement purchase option program to help facilitate the transfer of farmland to a new generation of farmers. The Next Generation Farmland Acquisition Program (NGFAP) was developed by MARBIDCO in collaboration with young farmers, land preservation experts, cooperative extension agents, commercial lenders, and staff from the Maryland Department of Agriculture and the Maryland Agricultural Land Preservation Foundation (MALPF).
· The design of this program would enable MARBIDCO to purchase an option on extinguishing the development rights on farm property being purchased by a qualified young farmer. By selling the option to MARBIDCO, the affected young farmer would be able to meet the cash flow or equity requirements that a commercial lender would normally require in an agricultural business plan before approving a mortgage loan. 
· The key advantage here for the young farmer trying to purchase farmland is the timeliness in getting the external financial assistance. MARBIDCO believes that a 45- to 60-day turnaround is potentially achievable under the NGFAP, whereas participation in a MALPF land easement purchase program can take 2 to 5 years to complete from start to finish.
· Public support for the NGFAP is increasingly evident. The Next Generation Program has been recommended as a top priority for State funding by the following Maryland advisory commissions and study groups:
· The Young Farmers Advisory Board (2006, 2007, and 2008).
· The Maryland Agricultural Stewardship Commission (2006).

· The Maryland Agricultural Commission in its “Statewide Plan for Agricultural Policy and Resource Management” (2006).
· The “Reality Check” Program for smart future land planning (2006).
· The Incentives for Agriculture Task Force (2007).
How Would the Next Generation Program Work? 
· Under this freestanding MARBIDCO program, commercial lenders would be responsible for qualifying young or beginning farmers for initial eligibility. 
· A commercial lender would review the credit history, equity position, work experience and proposed business plan of a beginning farmer seeking to acquire property for agricultural production, and the lender would decide whether to make a tentative mortgage loan commitment and bring forward a NGFAP application to MARBIDCO to make up the borrower’s equity shortfall.
· With the lender’s tentative agreement to finance a portion of the farm property purchase, MARBIDCO, after conducting its own review, could then purchase an easement option for the development rights at 70% of fair market value, with those monies being made available to the young/beginning farmer at the settlement table. 
· The easement seller (i.e., the young farmer who sold MARBIDCO the easement option) would then have three years to sell the easement to a Maryland land conservation program of his/her choosing (e.g., MALPF, Rural Legacy, a county program or a private land trust), presumably with the goal of getting a higher return on the sale of the land conservation easement. 
· If, after three years, a permanent easement sale for the property has not been executed, MARBIDCO would then exercise its easement purchase option and convey that easement to MALPF permanently. If the participating young farmer is able to sell an easement, then the monies MARBIDCO provided at settlement would be returned in full, and would go back into the Next Generation Program to be used in making future easement option purchases. 
· Because MALPF will serve as the “default easement holder” for the Next Generation Farmland Acquisition Program, the properties on which MARBIDCO is purchasing easement options must be “MALPF eligible”, meaning that the properties must meet the minimum size, location, and soil standards. The parcel of farmland being purchased for permanent open space preservation must also receive approval of the respective county government.
A $4 Million Annual State Investment is Needed
· A minimum annual set-aside of $4 million in State revenues is projected to be needed to adequately fund the Next Generation Farmland Acquisition Program. Ideally, these revenues would not be redirected from existing agricultural land preservation revenues, but rather these monies should augment currently available agricultural land preservation funding.

· What would $4 million buy in the coming year? This sum would enable MARBIDCO to initially assist approximately 6 “typical” young farmers through the purchase of easement options on farms averaging 125 acres (and with an average easement value per acre of $5,333), thus permanently preserving some 750 acres of additional productive farmland annually. 
· Moreover, a significant portion of the funds in the Next Generation Program are expected to revolve (perhaps as much as half), thus enabling MARBIDCO to help even more young farmers in the future as the program fund grows. A total program capitalization of about $25 million in anticipated to be needed over time.
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