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Discovered in Egypt in July 1799, the Rosetta Stone is an ancient stone fragment that contains the same
written text in three languages (Demotic, hieroglyphic, and Greek); with translations to Greek, the stone
permitted researchers to decode or decipher ancient languages (The British Museum, July 14, 2017;
Scalf, arce.org). Rosetta Stone is also a useful metaphor for any effort to decode and translate. As of July
4, 2025, budget reconciliation, bearing the sycophantic tongue-twisting title “One Big Beautiful Bill Act”
(OBBA), is Public Law (P.L. 119-21). Among its many provisions are revisions to the major mandatory
programs of the Farm Bill, reauthorizing them through 2031. Rushed through Congress under special
budget procedures and a dearth of deliberation, much about this new federal law remains confusing and
dismaying. This article reviews an expanded loophole for farm program payment limitations as a potential
Rosetta Stone.

Background

According to the Congressional Budget Office (CBO), the changes enacted into law by the reconciliation
bill will reduce total revenues by -$4.485 trillion in the next 10 federal fiscal years (FY2025 to FY2034),
while also reducing outlays (spending) by -$1.123 trillion for a net increase in the federal debt of $3.363
trillion (CBO, June 29, 2025; CBO, July 1, 2025). The Farm Bill portion of reconciliation is projected to
reduce outlays for food assistance in the Supplemental Nutrition Assistance Program (SNAP) by -$195
billion, while increasing assistance to farmers by over $66 billion through multiple programs from
ARC/PLC subsidies to subsidized crop insurance. CBO projected a net decrease in mandatory Farm Bill
spending totaling -$120.25 billion (FY 2025 to FY 2034).

Large budget numbers approach absurdity: nearly meaningless to many, the totals obscure much about
the policies fast-tracked into law with so little debate and consideration. Could certain seemingly minor
provisions changing farm program payment limitations offer a Rosetta Stone of sorts? Specifically, three
sections (10306, 10307, and 10308) revise long-standing and controversial aspects of farm policy. CBO
scored the changes as costing over $1.7 billion, a small amount in the grand scheme of the overall score.
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Among the more obscure policies in the bill, these revisions did experience a brief burst of notoriety when
Senator Charles Grassley (R-1A) threatened to amend them but backed down (Yarrow, June 30, 2025;
Hill, June 29, 2025). Despite the small score and esoteric nature, these changes could ripple through
American agriculture and rural communities with drastic and long-lasting consequences.

Discussion

Section 10306 (“Equitable Treatment of Certain Entities”) reads as boring and benign, amending the
payment limit provisions as initially enacted in the Food Security Act of 1985, which amended the
Agricultural Adjustment Act of 1938 (7 U.S.C. §1308). Payment limitations represent efforts to reform farm
policy and prevent the consequences of concentrating federal money in the accounts of large,
consolidated farm operations. The primary changes: (1) increase the payment limit from $125,000 to
$155,000 (including the separate limit for peanut base acres); (2) require USDA to increase the payment
limit each year based on inflation; and (3) expanding the exception, or loophole, that had applied to joint

ventures and general partnerships.

Figure 1 illustrates the changes (redline text). In short, farms organized as joint ventures or general
partnerships have been allowed to receive payments up to “the amount determined by multiplying the
maximum payment amount,” or payment limit (now $155,000), by the number of persons or legal entities
that comprise the ownership, attributed through no more than four layers of legal entities (7 U.S.C.
§1308(e)(B)(ii)). The reconciliation text strikes “other than joint ventures and general partnerships” and
replaces it with “qualified pass-through entities,” defined as: a partnership, an S corporation, a limited
liability company (LLC), and a joint venture or general partnership.

Figure 1. Amendments to Payment Limits

§1308. Payment limitations
(a) Definitions.—In this section through section 13085 of this title:

(1) Covered commodity.—The term "covered commodity" has the meaning given that term in
section 1111 of the Agricultural Act of 2014 (7 U.S.C. 9011).

(2) Family member.—The term "family member" means a person to whom a member in the
farming operation is related as lineal ancestor. lineal descendant, sibling, first cousin. niece,
nephew, spouse, or otherwise by marriage.

(3) Legal entity.—The term "legal entity" means an entity that is created under Federal or State
law and that-

(A) owns land or an agricultural commodity: or

(B) produces an agricultural commodity.

(4) Person.—The term "person” means a natural person. and does not include a legal entity.
‘(5) Qualified Pass-Through Entity.—The term ‘qualified pass-through entity’ means—

“(A) a partnership (within the meaning of subchapter K of chapter 1 of the Internal Revenue
Code of 1986);

“(B) an S corporation (as defined in section 1361 of that Code):

“(C) a limited liability company that does not
and

tively elect to be treated as a Ct

‘(D) a joint venture or general

(65) Secretary

The term "Secretary” means the Secretary of Agriculture.
(b) Limitation on pay for covered
TFhe-Subject to subsection (i). the total amoun( of pzymcnts received, directly or indirectly. by a
person or legal entity (exeeptajoint hip except a qualified pass-
through entify) for any crop year under scctions 1116 and 1117 of the Agricultural Act of 2014 (7
U.S.C. 9016, 9017) (other than for peanuts) may not exceed $125.600155.000.

ies (other than peanuts)

(¢) Limitation on payments for peanuts

The-Subject to subsection (i). the total amoum of paymc-ms n:ccn ed, directly or indirectly. by a
person or legal entity (exeept-ajoint a qualified pass-
through entify) for any crop year under scctions 1116 and 1117 of the Agricultural Act of 2014 (7
U.S.C. 9016, 9017) for peanuts may not exceed $125.000155.000.

(d) Limitation on applicability.—Nothing in this section authorizes any limitation on any
benefit associated with the forfeiture of a commodlty pledged as collateral for a loan mad:

ilable under subtitle B-of title Iof the A HAet of 2014{7-U-5.C-903 1 et titl

+
1 of the Agricultural Act of 2014 [7 U.S.C. 9001 et seq.].

(e) Attribution of payments

(1) In general.—In implementing subsections (b) and (c) and a program described in paragraphs
(1)(C) and (2)(B) of section 1308-3a(b) * of this title, the Secretary shall issue such regulations
as are necessary to ensure that the total amount of payments are attributed to a person by taking
into account the direct and indirect ownership interests of the person in a legal entity that is
eligible to receive the payments.

(2) Payments to a person.—Each payment made directly to a person shall be combined with the
pro rata interest of the person in payments received by a legal entity in which the person has a
direct or indirect ownership interest unless the payments of the legal entity have been reduced by
the pro rata share of the person.

(3) Payments to a legal entity

(A) In general.—Each payment made to a legal entity shall be attributed to those persons who
have a direct or indirect ownership interest in the legal entity unless the payment to the legal
entity has been reduced by the pro rata share of the person.

(B) Attribution of payments

(i) Payment limits.—Except as provided in clause (ii). payments made to a legal entity shall not
exceed the amounts specified in subsections (b) and (c).

(i) Exception for qualified pass-through ennnes § g1
Payments made to ajeint-vent: qualified p: ot E‘ entity shall not
exceed, for each payment specified in subsecnons (b) and (c), the amount determined by

multiplying the maximum payment amount specnﬁed m subsecnons (b) and (c) by the number of
persons and legal entities (other than § : hﬁed pass-
through entities) that comprise the i jott = = lified
pass-through entity.

(iif) Reduction.—Payments made to a legal entity shall be reduced proportionately by an amount
that represents the direct or indirect ownership i in the legal entity by any person or legal entity

that has otherwise ded the applicabl;

payment limi farmdocpaiy

The crux of the text is an expanded loophole for multiplying payment limitations to include legal fictional
entities that provide liability shields to the owners (e.g., S. corporations and LLC’s). To be clear, there
may well be legitimate business reasons for a farm to form as an LLC or S corporation, and many do, but
that should not be conflated with this legislative loophole. Nothing previously prevented farms from doing
so; what the loophole allows is the multiplication of payment limitations when so organized, thereby
allowing the farm operation to maximize its haul of federal payments. This is not about farming crops or
land, but rather it is about farming the federal programs and the pubilic till.
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Figures 2 and 3 provide basic examples. First, Figure 2 illustrates a family farm in which the law permits
the farmer a payment limit, as well as potentially one for the farmer’s spouse. It also includes the change
from the 2018 Farm Bill in which other extended family members (e.g., a nephew) can be added to the
operation and increase the overall payment limitations for the farm.

Figure 2. Examples of Payment Limits for
Family Farms

Farmer
$155k

Farmer
$155k

Spouse
$155k

farmdocpaiy

The expanded loophole is, by definition, not about family farms; it is about allowing additional payments to
legal fictional entities that operate as farms. The loophole that existed for joint ventures and general
partnerships now applies to all qualified pass-through entities (QPTE), as defined. Figure 3 provides an
example simplified for illustration purposes. With three layers of legal entities, this example demonstrates
how the exception would easily permit a farm operation to achieve an overall payment limit of $1.24
million each year. Note that each of the individual persons could also take advantage of the spouse and
family member provisions illustrated above. In other words, with a modicum of creative legal and
accounting help, a farm entity could expand the payment limitation to $2.5 million or more.
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Figure 3. Example of Expanded Exception for
Qualified Pass-Through Entities.

S Corp:

$1.24 million

|
LLC 1: $310k LLC 2: $310k LLC 3: $310k LLC 4: $310k
n Person 1A: | Person 2A: | Person 3A: n Person 4A:
$155k $155k $155k $155k
n Person 1B: | Person 2B: | Person 3B: n Person 4B:
$155k $155k $155k $155k o

This was accompanied by similar changes to requirements that only people actively engaged in farming
can receive payments, as well as creating a loophole in the adjusted gross income eligibility requirement
for operations that receive at least 75% of their income from farming, ranching or silviculture (see, 7
U.S.C. §1308-1; §1308-3a; see also, farmdoc daily, April 8, 2015; August 28, 2020; November 4, 2024).
In total, the changes permit some farm operations to effectively avoid any limit on the amount of federal
funds they can collect. The bigger the operation, the more incentive to take advantage of the loopholes.
Taking advantage of the loopholes will, in turn, permit those farm operations to grow larger and more
consolidated at taxpayer expense.

Tables 1 and 2 provide examples. Often lost (or avoided) is the fact that farmers do not farm the CBO
baseline or the 10-year score, lobbyists do. Moreover, it is rare that a farmer raises only a single crop or
has base acres of only one program crop, but CBO projections—and too much of the policy conversation,
when there is one—operates on an individual crop-by-crop basis, siloing farm policy as a result. Both
tables present this loophole issue from a sample or simulated farm perspective using six different
counties, representing each of the counties with the most base acres of each of the major program crops
(e.g., Brown County, South Dakota has the most corn base acres, Cass County, North Dakota the most
soybean base acres, etc.). Both tables use the projections for ARC and PLC visualized in the Policy
Design Lab (Policy Design Lab, “Proposal Analysis”; farmdoc daily, July 3, 2025).

Table 1 calculates expected total payments for a sample farm of 2,500 total base acres in each of the six
counties: the program crop’s share of the total base acres in the county is applied to the total of 2,500
base acres and multiplied by the projected payment rates. Whether 2,500 base acres constitutes a large
farm or not is beside the point, the table compares farms of the same size in different counties with base
acres of different crops, highlighting the different levels of expected payments. Here the disparities in
policy design are exposed in the vastly different expected payments for farms of the same size.

Table 1. Estimated Total Payments, Sample Farm with 2,500 Base Acres Allocated by County Average Share of Total Base
County 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
Brown, SD| $79,075 $97,271|$100,345 $64,310| $59,125 $54,043| $54,289| $56,541| $57,230| $60,986
Cass,ND | $67,315| $65,847| $74,701| $55,393 $51,511| $44,453 $48,533| $50,275| $51,483| $53,942
Choteau, MT| $66,500| $71,376| $74,700, $67,849| $69,049 $71,099 $74,474| $76,449| $79,624| $82,149
Nueces, TX | $104,051|$110,441|$104,240/$101,519, $98,148| $96,965| $100,426|$104,123|$108,916|$113,119
Dawson, TX| $115,503|$109,118|$107,006|$106,069 $107,304|$107,246| $111,124 $113,953|$117,385|$121,861
Poinsett, AR| $199,468/$205,382 $204,931| $196,423| $194,499 $190,652| $199,968| $203,829|$209,421|$218,186
farmdoconny  Gaines, TX | $446,713|$466,862| $481,354| $488,108| $496,176| $502,376| $516,702| $529,966| $542,602| $555,221
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Table 2 provides the other side of the issue, using projected payment rates and base acres to estimate
the total number of base acres it would take to hit the $155,000 individual payment limit each year. Again,
the policy design disparities result in significant differences in the size of farms that would be expected to
encounter the payment limit.

Table 2. Estimated Number of Total Base Acres to Reach $155k Payment Limit Each Year farmdocoaiy
County (Program Crop) | 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
Brown, SD| 4,900 3,984 3,862 6,026 6,554 7,170 7,138 6,853 6,771 6,354
Cass,ND| 5,756 5,885 5,187 6,995 7,523 8,717 7,984 7,708 7,527 7,184
Choteau, MT| 5,827 5,429 5,187 5,711 5,612 5,450 5,203 5,069 4,867 4,717
Nueces, TX| 3,724 3,509 3,717 3,817 3,948 3,996 3,859 3,722 3,558 3,426
Dawson, TX| 3,355 3,551 3,621 3,653 3,611 3,613 3,487 3,401 3,301 3,180
Poinsett, AR| 1,943 1,887 1,891 1,973 1,992 2,032 1,938 1,901 1,850 1,776
Gaines, TX (Peanuts) | 1,009 957 923 905 889 876 853 832 813 797
Gaines, TX (All Other)| 1,981 2,059 2,075 2,127 2,116 2,135 2,053 1,998 1,936 1,859

Providing large farm operations an easy button to avoid any limits on the amount of federal funds they
can collect in a year is likely to have negative consequences, especially for other farmers. It is important
to keep in mind that federal farm payments are free to the farmers with base acres, there are no
requirements that the farmer suffers an actual or commensurate loss in the crop year, nor that the crop for
which the payment is attributed was planted (or that any crop was planted, for that matter). In the
parlance of other policies: there are no work requirements for farm program payments. Farm operations
that collect large federal payments can use the funds for whatever ends it chooses, most likely to include
bidding up cash rents and land prices against neighboring farmers. The bigger the farm, the more
incentive to take advantage of the loopholes which, in turn, will permit those farm operations to grow
larger and more consolidated at taxpayer expense. It is a stunning change to federal law, especially
considering that it was paired with nearly $200 billion in cuts to food assistance for low-income
households. It is likely that only speed and the special protective procedures for reconciliation could have
permitted this to become law.

Concluding Thoughts and Commentary

Policy is the language of politics and power; politics is primarily a competition of power. In any
competition, the rules of the game matter. This most recent reconciliation effort provides a clear and
emphatic case in point. The payment limit loophole helps decode the issue and the two poles or ends to
policy. On one end are the costs to the federal government measured in Congressional Budget Office
baselines and scores. On the other end are the people impacted by it, those helped by the policy and
those hurt by it.

On the cost end of policy, this episode is a lesson in factional political power and the vital importance of
the rules of the game. The Framers of the Constitution expected the creation of federal law to be a
competition amongst factional powers and designed a system intended to facilitate that competition and
require negotiated outcomes in a complex process. The results of that competition were expected to
produce the best approximation of the public interest (farmdoc daily, November 11, 2022; January 5,
2023; January 12, 2023). The design of Congress, however, has important asymmetries favoring smaller,
more concentrated and homogeneous factions (farmdoc daily, January 26, 2025). Federal budget policy
has magnified those asymmetries and drastically altered the legislative process, primarily through the
singular focus on the costs of policies and ignoring the impacts.

By focusing on large baseline costs under special rules for an expedited, truncated process where public
deliberation is diminished, budget policy obscures factional self-interest behavior in the design of policies,
allowing them to hide problematic policy. This enhances exponentially the power of the smallest interests
with the least impact on the baseline—even if the individual benefits are relatively large and generous.
Against magnified power, competition falters and opposition withers; when even stalwart defenders
surrender without a fight, the state of play is clear. The opposite is the case for any greater public interest:
the more people a policy helps, the more it costs in the baseline—even if the individual benefits are
relatively small—and the more vulnerable it is in the process. Qualified pass-through farm entities get an
easy button for more federal payments, low-income individuals get more paperwork burdens and
requirements or lose assistance.
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Where competition is missing or too weakened, factions grab all the benefits they can. When factional
power centers dictate outcomes, the result is less policy and more fiat. Arguably more incredible, budget
policy can cause these harms without ever actually addressing the budget issues that are its reason for
existing: reconciliation will add trillions to the national debt, failing to accomplish budgetary discipline but
delivering unnecessarily bad policy to the people who pay for it. The final outcome is a bad caricature of
the fears of the Framers arguably best seen from the other direction.

On the other end of policy are the people impacted by the decisions embedded in policy design. Why
would federal policy favor legal fictional entities over individual family farmers? Is a qualified pass-through
entity a better farmer, or does it simply receive competitive advantages that can be overwhelming, such
as being able to harvest more federal payments? If such entities have fewer or lower losses, they don’t
need the extra payments; if those entities suffer more or larger losses, they shouldn’t be encouraged with
extra subsidies and other competitive advantages. Is this policy also a symptom of a much larger problem
in society, with laws prioritizing fictional legal entities over people, providing the former with special gifts
and benefits at the disadvantage of the latter?

The obscure payment limit policy provides a sharp example. A real-world implication for farmers will be
that qualified pass-through entities will be able to increase federal payments. The additional federal
money will most likely be used to bid up cash rents and land prices. No farmer would want this policy and,
going forward, any farmer that has to pay more to rent or buy land, can thank this provision and those
who helped make it happen. With higher cash rents and land costs, many farmers will be driven out of
farming while qualified pass-through farm entities will increase acreage, as well as federal payments. It is
a cycle that builds on itself; whether intended or not, the end result will be to accelerate consolidation in
American agriculture. In the realm of the program crops, this new reality likely spells the end of whatever
is left of the traditional family farmer. In short order, all farms will need to be qualified pass-through
entities competing to maximize payments and base acres. Not only farmers will be hurt, however,
because losing family farmers will harm rural communities as well.

In the end, thinking about the people on the other end of the policy conjures hypotheticals with scenes
worthy of a movie or a verse in a Bruce Springsteen song. In some small town, a mother fights her way
through a mound of paperwork hoping to get assistance to put food on the table for her kids. Meanwhile,
on the street outside a farm entity manager drives by in his shiny new pickup truck. He is on his way to
the lawyer to revise the qualified pass-through entity so that it can increase federal payments. Afterwards,
with expectations of more federal cash, that farm entity manager visits an elderly landowner in town and
proposes renting the land for a higher amount. At some point, the money talks, trumping the existing
relationship with the current tenant. When those leased acres change hands, it likely leads to another
family farmer going out of business. And it may be that, at some point, it is the former family farmer who is
next in line to sort through paperwork for food assistance.
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