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Cash rent bids for 2016 may be influenced by commodity payments associated with the 2014 Farm Bill.
Agricultural Risk Coverage with county coverage (ARC-CO) payments for 2016 are estimated for central
lllinois. For corn, 2016 ARC-CO payments likely would average near $50 per base acre if the 2016 market
year average (MYA) price is near $3.65 per acre. For soybeans, ARC-CO payments near $25 per base
acre seem realistic given an $8.15 MYA price.

ARC-CO Facts for 2016 Cash Rent Bidding

ARC-CO is a county revenue program that bases payments on county revenue. In lllinois, 98% of corn and
soybean base acres are enrolled in ARC-CO (farmdoc daily, June 16, 2015). Sixty-five percent of wheat
base acres are enrolled in ARC-CO. Over all program crops, 96% of base acres in lIllinois are enrolled in
ARC-CO. Because of these high enrollment percentages focus is given to ARC-CO.

Program payments will be based on the elections made for a Farm Service Agency (FSA) farm in the winter
of 2015. Payments will be made on base acres, not planted acres. If a cash rent bid is being prepared for
a new farm, that farm’s program acres, program choices, and program yields (if in Price Loss Coverage)
should be obtained to aid in estimating 2016 commodity program payments.

For 2016 production, ARC-CO payments will be based on 2016 county yields and 2016-17 MYA prices. For
corn and soybeans, MYA prices will be determined from September 2016 to August 2017. Commodity
program payments for 2016 production will be received in the autumn of 2017.

Estimated 2015 and 2016 ARC-CO Payments

While not directly impacting 2016 cash rent bids, 2015 ARC-CO payments are calculated to aid in arriving at
2016 ARC-CO payments. ARC-CO payments are calculated using a Microsoft Excel spreadsheet entitled
the ARC-CO PLC tool. It has county level database and is available for download here. Corn and soybean
payments per base acres are given for McLean County, lllinois (see Table 1). These payments will be
representative of many counties in the heart of the Corn Belt. Southern lllinois counties should reduce
expected payments by about $10 per acre.
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Table 1. ARC-CO Payment Estimates in McLean County, lllinois
for 2015 and 2016

Panel A. 2015 Corn? Panel C. 2016 Corn*
MYA County Yield County Yield
Price’ 167 177 187 197 207 167 177 187 197 207

$ per acre $ per acre

3.20 78 78 78 78 78 73 73 73 73 64
3.35 78 78 78 78 75 73 73 73 66 37
3.50 78 78 78 78 49 73 73 70 41 11
3.65 78 78 78 54 22 73 73 47 16 0
3.80 78 78 61 28 0 73 55 23 0 0
3.95 78 70 37 3 0 66 32 0 0 0
4.10 78 48 13 0 0 45 10 0 0 0

Panel B. 2015 Soybeans?® Panel D. 2016 Soybeans®
MYA County Yield County Yield
Price’ 50 55 60 65 70 50 55 60 65 70

$ per acre $ per acre

8.40 59 59 59 47 11 57 57 57 30 0
8.65 59 59 59 33 0 57 57 53 16 0
8.90 59 59 57 20 0 57 57 40 2 0
9.15 59 59 45 6 0 57 57 27 0 0
9.40 59 59 32 0 0 57 54 14 0 0
9.65 59 59 19 0 0 57 43 2 0 0
9.90 59 48 6 0 0 57 31 0 0 0

! Market year average price

2 Based on a 174 bushel benchmark yield and $5.29 benchmark price.
% Based on a 179 bushel benchmark yield and $4.79 benchmark price.
* Based on a 57 bushel benchmark yield and $12.27 benchmark price.
® Based on a 57 bushel benchmark yield and $11.85 benchmark price.

For 2015, midpoints of the August 121" World Agricultural Supply and Demand Estimates Report (WASDE)
are used as MYA price estimates. These 2015-16 price midpoints are $3.65 per bushel for corn and $9.15
per bushel for soybeans. To estimate 2015 county yields, 2014 county yields are adjusted based on
projected changes in state yields (200 bushel state yield in 2014 versus 172 bushel per acre estimate in
2015 for corn, 56 bushel state yield in 2014 versus 53 bushel per acre estimate for 2015, Crop Production,
August 12, 2015). These adjustments for McLean County result in a 187 bushel per acre yield for corn and
a 60 bushel yield for soybeans. Given these yields, ARC-CO payments would be $78 per base acre for
corn and $45 for soybean. Overall, farmers can expect 2015 ARC-CO payment at current price
expectations (see Panels A and B of Table 1). ARC-CO payments will be lowered if MYA prices increase.
On the other hand, no ARC-CO payments should be expected if prices are above $4.00 for corn and $10.00
for soybeans.

For 2016, benchmark yields and prices are calculated based on the above described projected 2015 yields
and prices. Panels C and D of Table 1 show corn and soybean ARC-CO payments for differing 2016 county
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yields and 2016 MYA prices. The discussion below centers on the 187 bushel county yield for corn and 57
bushel yield for soybeans, as these yields are close to expectations. At this point, there is no reason to
deviate from expected yields. At these yields, the payments provide good ARC-CO estimates for different
prices. No payments should be expected at high prices, and vice versa.

At a $3.65 corn price, the ARC-CO payment is estimated at $47 per base acre (see Panel C). These 2016
estimates are lower than the 2015 payments at the same yield and price. The 2016 payments are lower
because of estimated reductions in the benchmark prices. For corn, projecting a $50 per acre ARC-CO
payments seem reasonable for 2016 MYA prices in the mid-$3.00 range. Higher 2016 payments would
occur for lower prices. The will usually be no 2016 ARC-CO payment if the 2016 MYA price is above $4.00.

At a $9.15 soybean price, the 2016 ARC-CO payment is estimated at $27 per base acre (see Panel D).
Near $50 per base acre payments would occur at below $9.00 MYA prices. In most circumstances,
ARC-CO will not make 2016 payments for prices above $10.00 per bushel.

Summary

ARC-CO payments in 2016 likely will occur if MYA prices are below $4.00 for corn and $10.00 for soybeans.
At a $3.65 corn price, ARC-CO payments near $50 seem reasonable. At a $9.15 MYA soybean price,
ARC-CO payments near $25 per base acre seem reasonable. Higher payments are possible will lower
prices and vice versa. No ARC-CO payments should be budgeted for prices higher than $4.00 for corn and
$10.00 for soybeans. Of course, these payments will change as county yields move away from expected
yields. The 2016 ARC-CO payments also depend on 2015 prices and yields.
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