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Goal leday,

OVervIieEwW: CUrrent Crop! INSUrance programs
[Or corn, seybeans and Wheat

Crop! Insurance Hints for 2008
Crop) Insurance changes coming



Ivpes ofi Policies

Yield Insurance vs Revenue Insurance
What triggers a payment?
Yield or Revenue below: the guarantee?
Individualivs: Area-WWide Coverage

Whoese Vield/revenue triggerss payment?
YOUrr OWn| Or YoUr colnty s?



Ivpes ofi Policies

APH (MPCI): Actual Production: HIStory.
Individual Yield Instrance

CREC: Crop Revenue Coverage
Individual Revenue Insurance

GRP: Group: Risk Plan
Area-wide (County) Yield Insurance

GRIP: Group: Risk Income: Protection
Area-wide (County) Revenue Insurance



APH: Actual Preduction History.

I your harvested vield Is less than your
vield guarantee, receive an indemnity

Yield guarantee: averadge of your actual
harvested' yields for last 4-10 years

Coverage Level: Choose percentage of
your averade Yield as your guarantee,
from| 50% ter85% by 5% intervals

Price Election: Choose price paid for each
bushel beloew your guarantee, from: 100%
to 55% of established APH: price



APH Indemnity.

[ff Harvested Yield < Yield Guarantee

Indemnity 7 IDAPH X (Yguarantee E Yhan/ested)

APH: price: Average ofi February: closing| prices of
CBOIF harvest futures contracts
APH prices will be high'this year: $5.48 corn and
$13.66 beans on Monday.

Coverage level determines your trigger, pay.
More fior NIGNEr coverage

Price election determines how: much' paid When
have a less, pay more for higher price election



I you have a loss

I you think you have a loss, contact your crop
Insurance agent
Documentation of Iossesiand practices Is key
Likely: leave corn standing for 10Ss adjustment
Stalk ret/lodged corn, Aflatoxin alless
Wildlife' damage a'loss: deer, wild hegs, geese
Alternative uses: Be careful before you graze

L.ots ofi rules, don't forfelt your indemnities: by
making a mistake



Unit Structure

Each tnit
Planted ter same’ crop dUring Instrance period
Cannoet cut acress a county: line
Separate’ production; records: for eachr tunit
Three unit types (smallest to largest)
Optional Unit, Basic Unit, Enterprise Unit

llots of rules on units, know! them,. Your
crop: insurance agent should be able to help




CRC Crop Revenue Coverage

Combines APH with price protection based on
CBOT futures prices

Your APH yield history and CBOI prices Sset your
preliminary. revenue guarantee

Same, coverade level options, same: unit structures

YOUF revenue at harvest IS your yield x CBOT
prices (e.d., Nov average, of Dec corn)

I your harvest revenue Is below your guarantee,
triggers an indemnity: payment



CRC protects against
PrICE INCFEaSES and AECrEases

I price fallsior have low: yield, know: will-have
drain or money. to buy: grain to fulfill contracts

I price Increases: by harvest, revenue guarantee
INCreases) too, SO adain. know: will-have grain’ or
money. tor buy grain: tes fulfill contracts

Still"have termarket your grain

Cani new. market more aggressively: since you will
Nave grain or indemnities to buy grain at the existing
market prices i you have a yield less




GRP Group; Risk Plan
GRIP Group: Risk Income Protection

GRP = APH| except uses NASS county:
dverage yield

GRIP with' Harvest Revenue Option = CRC,
except uses NASS county average yield

Cheaper because lower cost te adjust
losses (no; field visits)

Not available for'Wheat in WI

Payments not made until-Mar/Apr When
NASS yields come out: cash flow: issues




l.ots of Crop Insurance Rules

Communicate wWith your crop: Insurance agent IS
ey to) getting most firom; your policy.

Rules on: Planting dates, LLate/prevented
planting, Double cropping, Alternative crop: USes,
Corn maturity, Yield guarantees, Units, Breaking
new. ground (CRP vs'pasture)

- your agent does not know: and will"not find
out for you, find a new agent

Insurance agents do not always know: all rules

Call'your county’ ag agent or RMA St. Paul
regional office 651-290-3504




\Wisconsin farmers and crop
IASUrance

Relative to heighbering states, Wi arlow
PartiCipation state 1N’ crep INSUFaNECe

CRC the most popular coverage, then
APH, then GRIP, then GRP

APH CAT" policies tised (50% coverage
level with 55% price election), Very: cheap

to buy: $100/crop/county:



W1 vs. neighboring states
%  planted acres insured in 2007

State Corn Soybeans Wheat
A 92% /5% 2496
I 7.8%0 71% 4790
MIN 91% 95Y%6 9196
M 67% 66% 56%0
W 64% 70°% 41%

WI'in 2004: 54% corn, 63% Soybeans, 33% Wheat




W1 corn policies: in 2007

O planted | Y% insured | Y% policies Avg.
aCres aCres sold Units/Policy,

AP CAT oL/ %0 3.9 0.2% 1.05
APHIBUYUP 11.1% 17.3% 28.1% 2.30
CRC BuyUp: | 38.6% | 60.0% | 53.7% 3.42
GRIP BuyUp | 7.7% 12.0% 6.5% 1.09
GRP CATI 0:1% 0.25% 0.1% 1.00
GRP'BuyUp 170% 1.5% 2.4% 1.01
AllTotal 64.3% 2,68




W1 soybean policies in 2007

O planted | Y% insured | Y% policies Avg.
aCres aCres sold Units/Policy,

APHICAT 449 6.4% 6.4% 1.04
APHIBUyUp 9:0% 12.9% | 20.7% 1.86
CRC BuyUp: | 49.0% 70.5% 66.5% 2.59
GRIP BuyUp'|  5.6% 3.0% 4.8% 1.06
GRP CATI 019 0:19% 0.0% 1.00
GRP'BuyUp 1.4% 2.1% 1.6% 1.04
AllTotal 69.5% 2.24




W1 wheat policies; in 2007

O planted | Y% insured | Y% policies Avg.

aCres aCres sold Units/Policy,
APH CAT 4.3% 10.4% 6.5% 1.05
APH BuyUp 10.0% 24.4% 29750 1.74
CRC BuyUp' | 26.8% | 65.2% | 63.7% 2.07
All Total 41 .19 1.90




WI farmer: practices

L.ots ofi W1 grain acres could be insured

CRC the most popular among these buying crep
IRSUrANCe

Slightly: larger than average sized farms Buy. it

Use more than average number off Units

APH with buy-up pepular among smaller than
dverade sized farms
Use fewer than' average number of UnIts

GRIP (and GRP) popular among| the very: largest
Sized farms



W1 Crep Insurance for Corn in 2007

total farmer program. | farmer
prem. /A | prem. /A [ indem./A |loss ratio| |ess ratio

APH CAT /.48 -- 197 0.26 A
APR BuyUp: | 98,30 | 11.48 | 29.64 | 1.05 2.58
CRCBuyUp | 5303 | 23.16 | 42.75 | 0.81 | 1.85
GRIPBuyUp | 65,90 | 29.52 | 1.60* | 0.04* | 0.09*
GRP CAT | 2,20 - | 0.00% | O* -
GRPBuyUp | 11.20 | 4.84 2.09* | 0.27* | 0.63*
Al Total 45.48 | 19.50 | 30.97 | 0.68 | 1.59

- Farmers pay. No pPer acrke premiums, so no; less ratio.

= Policy: does not pay indemnities until March/April 2008, these for 2006.




W1 Crop: Insurance for Seybeans in 2007

total farmer program. | farmer
prem. /A | prem. /A [ indem./A |loss ratio| |ess ratio

APH CAT! 2.86 -~ 0.64 0.22 3
AP BUYUPEL 9775 | 5.28 10.48 | 0.82 1.99
CRCBuyUp | 26.36 | 11.87 | 23.74 | 0.90 | 2.00
GRIPBuyUp'} 35,30 | 15.82 | 0.16* | 0.01* | 0.01*
GRP! CAT 0.98 A 0)0)0) 0 ——
GRP'BuyUp' | 9,25 4.11 010/0) 0* 0)10J0)
Al Total 23.44 | 10.40 | 18.12 | 0.77 | 1.74

- Farmers pay. No pPer acrke premiums, so no; less ratio.
= Policy: does not pay indemnities until March/April 2008, these for 2006.




W1 Crep Insurance for Wheat in 2007

total farmer program. | farmer
prem. /A | prem. /A [ indem./A |loss ratio| |ess ratio
ARHICAT 3.43 0)0]0, 1.18 0.34 3
APH BUyUps | 12.80 | 5.18 1.88 0.15 0)36]¢
CRCBuyUp | 22.62 | 9.53 13.34 | 0.59 1.40
All Total 1822 | 747 | 9.28 | 0.51 | 1.24

—— [F3rmErs pay: No PEr acke premiums; Serno; less ratio.




Main PoInt

[Farmers; on average over: the whole state,
denerally: winron: crop; Insurance policies

Crop! INSUrance IS a subsidy program that
IS justified as helping farmers When they
need It most, wheni they have low.
vields/revenues

Questions?



Hints for Using| Crop: Insurance; in 2008

Why think:about crop iInsurance this year?

Yield Risk: (prebably)ithe same as it has
alwaysrbeen

Price Risk: Increased because volatility has
Increased with' crep: Prices

Investment Risk: high input costs mean
larger investment in' planted fields: want
MOre protection against crop failure/loss




CRC Revenue Insurance will be pepular

Price and' investment risks are; more Important

this year

CRC offers price risk protection based on CBOI:

fUtures prices

CRC offiers a revenue guarantee to; protect your

IRVEStMENL 1R Crop INPULS

Can market more aggressively: since you will
nave the grain or the indemnities to: buy: grain: at

existing market prices if: you have a yield

Dairy/Livestock farmers: CRC means can
grain at existing market prices if have yie

0SS
)0}

d loss



Crop Insurance Hints for 2008

Coverage Level for APH and CRC

70-75% most popular and typically: maximizes
expected returns (or pretty: close)

Sometimes; 65% or' 80% are better, but often
ROt BY: MUCH! 1N terms; off expected returns

80% and 85% CRC often quite eEXpEnsIVE and
donit Increase expected returns that much

Price Election for APH: take 100%

Most poplar, maximizes expected returns
I have a less, want largest payment possible




Premiums much higher in 2008

Premiums are proportional te prices: 10%
price increase’ = 10% premiun InCrease

Rise fast after 75%) coverage (less subsidy)

Calumet County.
2007 farmer:

Pern  premiums for
Corn With 150
buy/AAPH yield

£
3
£
()
1
Q.
S
()
£
S
©

e

50% 55% 60% 65% 70% 75% 80% 85%

coverage level




Unit Structure

All'coverage! Is at the unit level: if total yield
for a unit falls' below! its'guarantee, triggers
IRdemMnIty: payments

Units: Optional, Basic, and Enterprise Units

Get as many. Optional’ Units'as you can
More likely/ trigger a payment i nave ailoss
Worth' slightly larger cost for optional units
WI data: larger farms, CRC with many: units




GRP/GRIP

Yield Basis: Value off GRP/GRIP depends
On hewW: your yield moves with county: yiela

Potentially’ useful for Irrngated farmers; or
those with short (or no) yield histories
Offiset irrigation; costsiin dry. years
Use while buildhyield Ristory
Combine GRP/GRIP with' crep:hall
GRIP: cheap way: to get price protection

llarger/low: risk farms: use it as well



GRP/GRIP for Corn in Wisconsin

Important issue for Corn: Which county
vield do' you choose to insure, yield per
planted acre or yield per harvested acre?

Only in Wisconsin is there a choice

Because of dairy, in'years with marginal
corn yields, pooerer corn chopped for silage

Yield per harvested acre can remain nigh;, even
though It's a bad year

Which is better? Depends on the county!



Is GRP'a goeod deallfor my: Corn
ahd Seybeans?

Bulletins posted on my: Webpagde (Soybeans soon)

Analyze county’ yield data and estimate the
expected return to GRP: ini bu/ac for each
Wisconsin county. that has GRP

Expected return’ = long run average net return to
GRP: [ everything constant over many. Years

I GRPr IS valuable for'a county, GRIP will"be
Valuable teo, as it adds price protection

I GRP is not valuable for a county, GRIP: can still
make sense, to get the price protection



Expected Net
Return (bu/ac)
10 corn GRP
Using the P
Harvested
Acres Option,
regression
estimated
expected' yiela

@ >1
() Oto1l
() -1to0
O -2to-1
@ <2

() No Data




Expected Net
Return (bu/ac)
10 corn GRP
using the
Planted
Acres Option,
regression
estimated
expected' yiela

@ >1
() O0to 1
() -1t0 0
. -2to-1
. < -2

() No Data




" \7 PIa nted Acres et ‘7 Harvested Acres

Douglas Douglas
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Side-by side comparison (regression yields)



Expected Net
Return (bu/ac)
10 corn GRP
using the
Harvested
Acres Option,
RMA
estimated
expected' yiela

@ >1
() Oto1
() -1t 0
O -2to-1
@ <-2

(3 No Data




Expected Net
Return (bu/ac)
10 corn GRP
using the
Planted
Acres Option,
RMA
estimated
expected' yiela




Bayfield

. Planted Acres Harvested Acres

]
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Side-by side comparison (RMA vyields)




Regression vs. RMA: What's the difference?

This little gap
I//Hﬁvesthe
difference

—e— Harvstd Yid
—Regression
80 — RMA

60

L Calumet
20 County

0 I I I I I
1980 1985 1990 1995 2000 2005




Soybeans: Regression vs. RMA

Regression

Douglas Coualazs
: Bayfield ! Bayfield

Forest Forest

Linceln Langlade Lincoln Langlade

Waushara

|'|||‘|g

Mildaukes
aukesHa




Main PoInt

You decide who' to believe, It's your money!

Compare the regression to the RMA
estimate off expected county: yield

PDownloead the NASS county: vield and look
IHow! to: dewnlead NASS data

Rttp://Www.aae.wisc.edu/mitchell/Croplnsu
rance/GRP_County_Results_2008.xls



Crop: Insurance: HINtS

CRE 65%-75% coverage, 100% price
election, with many: optional units

llarger/low! risk fiarms: think GRIP with
HRO; USInGg maps to pIck acreage option
Know: the rules!

Breaking new: groeund (e.g. pasture), can
DE given lew: OF No CoVErade

Ask your agent for a New: Breaking Written
Agreement and request a higher yield

[Harder for agents, may: have to: ook arotnd



Crop: Insurance Changes Coming

Biotech Yield Endorsement
Approved Sept 12, 2007

Available i plant triple stack (Bt CB, Bt RW,
RR) on at least 75% ofi corn

Premium reduction; for APH/CRC/RA around
20% at the 70%-75% coverage levels

Piloted in IA, MN, II5, and IN‘starting inf 2008

Expect expansion: te WI iff proves pepular and
actuarially: seuna



Crop: Insurance Changes Coming

Combo Policy: Released in 2009 or 2010
One basIC policy: wWithrmultiple options
Combines APH, CRE/RA, GRP, GRIP
No'longer selllAPH, CRE, RA, GRP; GRIP, IP
Will'mean RA-like policy for WI (finally)

AGR-Literand AGR combined inter AGRI

Whole farmi revenue insurance that can
combine Withl Crop-SPEecCific Policies

Released in 2010




Questions?

PaulrD: Mitchell
UW-MadisenAgl & Applied ECORGMIECS
Ofiice: (608) 265-6514
Cell: (608) 520-1162
Emails pdmitchell@wisc.edu
Extension; WWeb Page:
WWW.aa€e.Wisc.edu/mitchell/extension.htm
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