[image: image1.wmf][image: image2.png]


[image: image3.png]


[image: image4.png]


[image: image5.wmf][image: image6.emf]Crop Insurance or NAP -Yield

Hybrid Tomatoes |Crop
1.00 Planted Acres
170 Approved Yield - cwts
65% Coverage % Level
111 Yield Guarantee
11 Yield Produced
99.5 Yield Loss
$78.00 Projected Price
100% Price Percentage
$7,761.00 Loss Payment










Hybrid	Tomatoes Crop

1.00 Planted	Acres

170 Approved	Yield	-	cwts

65% 	Coverage	%	Level

111 Yield	Guarantee

11

Yield	Produced

99.5

Yield	Loss

$78.00

Projected	Price

100%

Price	Percentage

$7,761.00	 Loss	Payment	

		Crop	Insurance	or	NAP	-Yield	

[image: image7.png]


[image: image8.emf]Whole Farm Revenue Protection

5 Year Avg. Approved Adjused Revenue = $100,000

75% Coverage Level (50-85%) = $75,000
Revenue Produced for Year = $30,000
Revenue Insurance Crop Loss = $45,000
Income With Insurance Protection = $75,000

Income Without Insurance Protection = $30,000










	5	Year	Avg.	Approved	Adjused	Revenue	= $100,000

75%	Coverage	Level	(50-85%)				= $75,000

Revenue	Produced	for	Year							= $30,000

Revenue	Insurance		Crop	Loss			= $45,000

Income	With	Insurance	Protection							= $75,000

Income	Without	Insurance	Protection		= $30,000

Whole	Farm	Revenue	Protection

[image: image9.png]


[image: image10.png]Jé



[image: image11.png]


[image: image12.png]


[image: image13.png]%



[image: image14.png]




[image: image15.png]


[image: image16.png]‘Why Maine Crops Fail (2004-2013)

Cold & wet Drousht
8% 4

All Other
4%
Plant

Disease
14%

Frost/Freeze
11%



[image: image17.png]US DA United States Department of Agriculture

i Risk Management Agency

This institution is an equal opportunity provider.



[image: image18.png]I THE UNIVERSITY OF

MAINE

Cooperative Extension



[image: image19.png]


[image: image20.png]THE UNIVERSITY OF

IMAINE

¢ Cooperative Extension



[image: image21.png]


[image: image22.jpg]






 
USING USDA RISK MANAGEMENT PROGRAMS


Farm Bill updates are included





http://umaine.edu/agriculture/maine-risk-management-and-crop-insurance-education-program/





For Beginning, Underserved, & Direct Marketing Farmers








   “How much of your crop values are protected?”




















FINANCIAL


ASSURANCE








Resources for Beginning, Underserved, & Direct Marketing farmers:








Maine Crop Insurance Education Program:


http://umaine.edu/agriculture/maine-risk-management-and-crop-insurance-education-program/





USDA Risk Management Agency:  


http://www.rma.usda.gov/


Crop Insurance


Whole Farm Revenue Protection (WFRP)


Livestock Gross Margin (LGM)





USDA Farm Service Agency:


http://www.fsa.usda.gov/FSA/


Non-insured Crop Disaster Assistance Program (NAP)


Agricultural Risk Coverage (ARC)


Price Loss Coverage (PLC)


Farm Loans





Beginning Farmer Resource Network:


http://www.umaine.edu/beginning-farmer-resource-network/
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Help to prevent a major business financial interruption by assuring that you get your input costs back;


Generate funds to buy replacement production to maintain your customer base; 


Pay off your operating loan and help you to farm again next year; and


Assist with family living expenses when disaster occurs.

















Crops can fail for a variety of reasons. This chart shows causes of crop failure and the percentage of total crop insurance claims for each category. The increased volatility of the weather, uncontrollable plant diseases and insect damage increases the likelihood of extreme events that can wreck a business plan, making it more important than ever to have an income-assuring protection plan in place for each growing season.











�





(2004-2013 Data)





Why is Financial Protection Needed?





Farming is Risky Business






































Financial Disaster Protection Can:


















































Basic Farm Record:


Name of Crop


Crop Type/Variety


Location on farm


Acreage/Row feet 


Growing Practice


Planting Date


Intended Use


Expected Yield/Price


Input Costs


Expected Profit


Actual Yield/Price


Profit








Participating in available USDA risk management programs helps shape agricultural policies and programs.  You are helping to ensure that farmers like you are taken into account, and services for beginning, underserved and diversified growers continue to be improved.





�





Keeping records of your production history is good business practice. Having these records on hand is also essential for future years as you begin to explore federal and state programs for agriculture such as loans, grants, and insurance.  A basic crop record is one component of a complete business plan. For more information contact the University of Maine Cooperative Extension at (207) 933-2100.





Taking responsibility for developing a risk management plan is a critical step for any serious farmer. In the event of a natural disaster, your best protection might be enrollment in NAP, WFRP, or MPCI. Hoping for compensation for losses through a federal declaration of emergency or disaster is very unlikely.





�





Value of Enrolling?





Good for Your Future





Good for Your Business








Good for Future Farmers
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For individual crops, Multi-peril Crop Insurance (MPCI) see page 6 MPCI





For Non-insured Crop Disaster Assistance Program (NAP) see page 4





For Whole Farm Revenue Protection (WFRP) see page 5





�





Multi-peril Crop Insurance (MPCI)











Overview of Programs





MPCI is a USDA insurance product offered through private insurers.  This program covers specific commodities.





When MPCI is available for a specific crop, NAP is not offered for that same crop.  The MPCI policy generally provides more coverage choices than NAP.  Protection from 50 to 75 percent of the expected crop yield (revenue for some crops) and up to 100 percent of the projected price for the crop is typical.  Organic and contract prices are available for many crops. 





The enrollment deadline for most spring planted crops is March 15 before the crop is planted.





The following illustrations demonstrate how loss claims are calculated:
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Non-insured Crop Disaster Assistance Program (NAP)


NAP is offered through the USDA Farm Service Agency (FSA) and provides financial protection for crops affected by natural disaster that do not already have an individual multi-peril crop insurance (MPCI) policy available (page 6).  Protection can be based on your production and price history, or default yield/prices can be used if you do not have such records.  Most crops that new farmers grow are eligible. Application deadline is March 15 (for most spring planted crops).





Items Covered:


Fiber, Food, Animal Feed, Honey, Maple Sap, Seed Stock, Ornamental & Nursery crops.  





Eligible Events:


Natural disasters including, but not limited to damaging weather events, flood, earthquake, uncontrollable pests, and plant disease.





Coverage Levels:


Up to 65% of your individual yield history.  You select 55% to 100% of established price protection.


	 


Cost: 


Beginning (first 10 years), limited resource, and underserved* farmers –fees are waived for basic protection; buy-up protection costs less than 3 cents per one dollar of protection.  For other farmers, service fee is the lesser of $250 per crop or $750 for all crops grown in a county per producer; buy-up protection costs 5.25 cents per one dollar of protection.





More Info:


USDA FSA Fact Sheet on NAP at:  www.fsa.usda.gov


FSA Office Locator at:  offices.sc.egov.usda.gov





*Underserved (socially disadvantaged) Farmers include: Women, American Indians, Alaskan Natives, Asians, African Americans, Hispanics, and Pacific Islanders.




































































Whole Farm Revenue Protection (WFRP)


WFRP is a new USDA insurance product offered through private insurers. Diversified growers can insure expected revenue from products sold from the farm based on the producer’s revenue history. Organic pricing for revenue estimates is allowed for certified and non-certified products. Five consecutive years of filed income tax forms are required to be eligible for this program. Application deadline is March 15.





Items Covered:


Expected revenue earned from market ready crops (includes washing, trimming, packing). Livestock, and animal products produced and/or purchased for resale. Annuals lost early enough for replanting.





Eligible Events:


A natural cause of loss and decline in market price.





Coverage Levels:


50% to 85% of expected revenue (35% expected revenue cap for livestock). In order to qualify for 80%-85% coverage, three or more commodities must be produced. Government paid subsidy of up to 80% is available. $8.5 million liability limit.





Cost: 


Please contact a private crop insurance carrier for pricing.





To Note:


Special premium discounts and other benefits are available for beginning farmers. If you are interested in WFRP but do not have 5 years of tax records for your farm, consider protecting your crops individually, with crop specific policies (see page 6, MPCI) or NAP (from FSA).  Each of these protection programs has been significantly improved by the 2014 Farm Bill and now offers buy-up protection. 





More Info:


RMA Website on WFRP:


www.rma.usda.gov/news/currentissues/farmbill/index.html





Crop Insurance Agent finder: www3.rma.usda.gov/apps/agents/































































































 - Attribution





“In consequat, nisl commodo accumsan imperdiet, ipsum enim pharetra magna, ut porttitor nunc quam ut augue. Curabitur ipsum turpis, accumsan sit amet, tincidunt in, fermentum non, ligula.”





Aliquam erat volutpat. Fusce fermentum egestas dolor. Cras suscipit commodo ante. 
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Sheet1

				Why Maine Crops Fail (2004-2013)

		Ex. Moisture		57

		Frost/Freeze		11.2

		Plant Disease		14.2

		All Other		3.2

		Cold & wet		8.2

		Drought		6.2

				To update the chart, enter data into this table. The data is automatically saved in the chart.






Combo Yld vs Rev



				Claim  Calculation - Yield vs. Revenue Protection for Field Crops per acre Illustration for educational purposes

				 (barley, grain corn, grain sorghum soybeans and wheat)						Revenue Protection  Lower Price @ Harvest  Lower Price @ Harvest  Higher  

				Yield Protection						Lower Price at Harvest time		Higher Price at Harvest time

				150		Approved Yield 				150		150

				75%		 Coverage % Level				75%		75%

				112.5		Yield Guarantee		Yield base for rev. calculation		112.5		112.5

								Projected Price		$4.60		$4.60

								Revenue Guarantee (minimum)		$517.50		$517.50

								Est. Harvest Time Price *		4.00		5.05

								Est. Harvest Time Guarantee *		N/A		568.13

				40		Yield Produced				40		40

				72.5		Yield Loss

				$4.60		Projected Price		Value of Yield Produced		$160.00		$202.00

				$333.50		Loss Payment 				$357.50		$366.13

				*  Harvest time usually determined from the monthly average of the daily closing  prices from  the appropriate  Board of Trade harvest time contract, just prior to the beginning of harvesting, see insurance policy for details.

																																						2014 prices



																				Claim  Calculation - Yield vs. Revenue Protection for Field Crops- per acre Illustration  for educational purposes																		Claim  Calculation - Yield vs. Revenue Protection for Field Crops- per acre Illustration  for educational purposes

																				 (barley, grain corn, grain sorghum soybeans and wheat)				Revenue Protection  Harvest Price 														 (barley, grain corn, grain sorghum soybeans and wheat)				Revenue Protection  Harvest Price 

																				Yield Protection				Lower Price at Harvest time		Higher Price at Harvest time												Yield Protection				Lower Price at Harvest time		Higher Price at Harvest time

																				148		Approved Yield		148		148												148		Approved Yield		148		148

																				75%		Coverage % Level		75%		75%												75%		Coverage % Level		75%		75%

																				111		<-- Yield Guarantee/                      Yield base for rev. calculation -->		111		111												111		<-- Yield Guarantee/                      Yield base for rev. calculation -->		111		111

																						Projected Price		$4.60		$4.60														Projected Price		$4.62		$4.60

																						Revenue Guarantee (minimum)		$511		$511														Revenue Guarantee (minimum)		$513		$511

																						Est. Harvest Time Price *		$4.00		$5.05														Est. Harvest Time Price *		$3.49		$5.05

																						Est. Harvest Time Guarantee *		N/A		560.55														Est. Harvest Time Guarantee *		N/A		560.55

																				40		Yield Produced		40		40												40		Yield Produced		40		40

																				71		Yield Loss																71		Yield Loss

																				$4.60		<--Projected Price/                                                                                                                                                      .              Value of Yield Produced -->		$160		$202												$4.62		<--Projected Price/                                                                                                                                                      .              Value of Yield Produced -->		$140		$202

																				$326.60		Estimated Loss Payment		$351		$359												$328.02		Estimated Loss Payment		$373		$359

																				*  Harvest time typically determined from the monthly average of the daily closing  prices from  the appropriate  Board of Trade harvest time contract, just prior to the harvesting completion of the crop, see insurance policy for details.																		*  Harvest time typically determined from the monthly average of the daily closing  prices from  the appropriate  Board of Trade harvest time contract, just prior to the harvesting completion of the crop, see insurance policy for details.





Dollar Guarantee Crops

				  Claim calculation Illustration in bushels per acre for educational purposes

				Yield Protection

				150		APH Yield - Bushels per Acre

				75%		X Coverage Level

				112.5		Guarantee

				$4.60		X Projected Price

				$517.50		$  of Liability

				40		Yield Produced

				$4.60		X Projected/Harvest Price

				$184.00		Value of Yield Produced

				$333.50		Loss Payment Per Acre





Yield 

				  Claim calculation Illustration per acre for educational purposes

				Yield Protection		Hybrid Tomatoes

				170		Approved Yield - Cwts

				65%		 Coverage % Level

				111		Yield Guarantee

				11		Yield Produced

				100		Yield Loss

				$78.00		Projected Price

				100%		Price Percentage

				$7,800.00		Loss Payment 



				Hybred Tomatoes

				   * Normal yield/acre……… 170 cwts. 

						* Acreage grown……….... 0.75

				   * Expected production.. 127.5 cwts. 

						* % level of protection… 50% 

				   * Production guarantee 63.75 cwts.

						* Amount of production 10.75 cwts.

				   * Production Loss………….. 53.0 cwts.

						* Price($78 cwt. X 55%). $42.90

						* Loss payment………... $2,273.70





WFRP



																																Claim  Calculation - Comparison of Yield vs. Revenue Protection for Field Crops per acre Illustration in bushels for educational purposes

																																 (barley, grain corn, grain sorghum soybeans and wheat)						Revenue Protection  Lower Price @ Harvest  Lower Price @ Harvest  Higher  

																								Yield Protection				Revenue Protection				Yield Protection						Lower Price at Harvest time		Higher Price at Harvest time

																								150		APH Yield - Bushels per Acre		150				150		Approved Yield 				150		150

																								75%		X Coverage Level		75%				75%		 Coverage % Level				75%		75%

																								112.5		Guarantee		112.5				112.5		Yield Guarantee		Yield base for rev. calculation		112.5		112.5

																								$4.60		X Projected Price		$5.05								Projected Price		$4.60		$4.60

																								$517.50		$  of Liability		$568.13								Revenue Guarantee (minimum)		$517.50		$517.50

																								40		Yield Produced		40								Est. Harvest Time Price *		4.00		5.05

																								$4.60		X Projected/Harvest Price		$5.05								Est. Harvest Time Guarantee *		N/A		568.13

																								$184.00		Value of Yield Produced		$202.00				40		Yield Produced				40		40

																								$333.50		Loss Payment Per Acre		$366.13				72.5		Yield Loss

																																$4.60		Projected Price		Value of Yield Produced		$160.00		$202.00

																																$333.50		Loss Payment 				$357.50		$366.13

																																*  Harvest time usually determined from the monthly average of the daily closing  prices from  the appropriate  Board of Trade harvest time contract, just prior to the beginning of harvesting, see insurance policy for details.

























				Whole Farm Revenue Protection

				 5 Year Avg. Approved Adjused Revenue =		$100,000

				75% Coverage Level (50-85%)    =		$75,000

				Revenue Produced for Year       =		$30,000

				Revenue Insurance  Crop Loss   =		$45,000

				Income With Insurance Protection       =		$75,000

				Income Without Insurance Protection  =		$30,000
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				Claim  Calculation - Yield vs. Revenue Protection for Field Crops- per acre Illustration  for educational purposes

				 (barley, grain corn, grain sorghum soybeans and wheat)				Revenue Protection  Lower Price @ Harvest  Lower Price @ Harvest  Higher  

				Yield Protection				Lower Price at Harvest time		Higher Price at Harvest time

				148		Approved Yield		148		148

				75%		Coverage % Level		75%		75%

				111		<-- Yield Guarantee/                      Yield base for rev. calculation -->		111		111

						Projected Price		$4.60		$4.60

						Revenue Guarantee (minimum)		$510.60		$510.60

						Est. Harvest Time Price *		4.00		5.05

						Est. Harvest Time Guarantee *		N/A		560.55

				40		Yield Produced		40		40

				71		Yield Loss

				$4.60		<--Projected Price/                                                                                                                                                      .              Value of Yield Produced -->		$160.00		$202.00

				$326.60		Estimated Loss Payment		$350.60		$358.55

				*  Harvest time typically determined from the monthly average of the daily closing  prices from  the appropriate  Board of Trade harvest time contract, just prior to the harvesting completion of th crop, see insurance policy for details.
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* 5 year avg. Adj. revenue = $100,000
* 75% coverage level = $75,000 loss trigger
* Revenue produced = $30,000

* Revenue ins. loss $45,000 loss payment
* Income With Ins. = $75,000

* Income Without Ins. = $30,000

» Revenue for guarantee may include intended commodities to be purchased for resale and minimal preparation for marketing costs.
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Comparison of PLC and CCP Price Support Levels


Covered Commodity2014 Farm Bill 


Reference 


Prices 


Statutory 


2008 Farm 


Bill Target 


Prices


Wheat $5.50 $4.17


Barley $4.95 $2.63


Oats $2.40 $1.79


Corn $3.70 $2.63


Grain Sorghum $3.95 $2.63


Soybeans $8.40 $6.00





