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The discovery period for determining projected prices and volatiles for wheat has ended and the Risk
Management Agency (RMA) has released these factors. In lllinois and many other Midwestern states, the
2012 projected price for wheat is $8.20 per bushel. The volatility is .27.

The 2012 projected price of $8.20 is $1.01 higher than the 2011 price of $7.19. As a result, guarantees
will be higher for the same coverage level in 2012 as compared for 2011. Take, for example, a 75 percent
Revenue Protection (RP) policy for a unit having an Actual Production History (APH) yield of 55 bushels.
In 2012, the minimum coverage level is $338 per acre (75% coverage level x 55 bushel APH x $8.20
projected price). The 2012 minimum guarantee is $41 per acre higher than the 2011 minimum guarantee
of $297 per acre (75% coverage level x 55 bushel APH x $7.19 projected price). For the same APH yield
and coverage level, 2012 minimum guarantees will be 14 percent higher than in 2011.

The 2012 volatility of .27 is below the 2011 volatility of .32. Volatilities are an important factor determining
crop insurance premium. All else being equal, the lower .27 volatility will lower premium for 2012.

Table 1 shows farmer-paid RP premium for a farm located in Washington County, lllinois. These
premiums are for an enterprise unit having 100 acres with a 55 bushel APH. Insurance premiums in 2012
are close to those for 2011. At the 75% coverage level, for example, the 2011 premium is $10.40 per acre
and the 2012 premium is $.18 higher at $10.58 per acre.
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Table 1. 2011 and 2012 Farmer-Paid Wheat
Premiums for Revenue Protection (RP) COMBO

Plans, Washington County, inois".

Coverage Year
Level 2011 2012
S peracre
50% 3.19 3.17
55% 4,07 4,08
E0% 5.06 5.11
B3% £.12 £.25
0% T8 .62
7% 10,40 10,58

Y Far an enterprise unit (100 acres) and a 55 bushel
APH, The 2012 premiums are based on an 52,20
projected price and a .27 vol atility,

Nearly identical premiums for RP suggest that farmers may find wheat insurance more cost effective in
2012 relative to 2011. For roughly the same premium in 2012, a farmer will on average receive a 14
percent higher premium.

While more cost effective, one of the reasons for purchasing crop insurance comes to an end in 2012.
The Supplement Revenue Assistance Payments Program, more commonly called SURE, was authorized
in the 2012 Farm Bill for the 2008 through 2011 crop years. This program required all acres to be insured
before payments are received. Since SURE is not authorized for 2012, the incentive to purchase crop
insurance offered by SURE ends. Still, however, there may be an incentive to purchase crop insurance to
take part in Federal ad hoc disaster programs. Ad hoc disaster programs have been legislated in the
past. These ad hoc programs typically make higher payments to purchasers of crop insurance.

2 farmdoc daily September 20, 2011



