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Farmers and landowners can now decide whether to receive commodity title payments from either 
Agricultural Risk Coverage at the county level (ARC-CO) or Price Loss Coverage (PLC) for each covered 
commodity with base acres on the farm; or through Agricultural Risk Coverage at the individual level 
(ARC-IC) for all covered commodities on the farm. For the 2019 and 2020 program years, the deadline for 
the decision is March 15th, 2020. This article describes the PLC option contained in 2018 Farm Bill. The 
ARC-CO option was described in a previous farmdoc daily article. Future articles will deal with making 
choices between PLC and ARC-CO, as well as when ARC-IC is the appropriate alternative. 

Differences between 2014 and 2018 PLC Programs 

PLC existed in the 2014 Farm Bill and continues in the 2018 Farm Bill with the following modifications: 

 The 2018 Farm Bill introduced the “effective reference price” to payment calculation. The effective 
reference price can be higher than the statutory reference price, potentially resulting in higher 
PLC payments than under the 2014 Farm Bill. More detail on this provision will be provided in the 
following section. 

 The 2018 Farm Bill increased the national loan rates (see Table 1 for loan rates).  The major 
impact of this change is on the loan program.  National loan rates also enter into the calculations 
of maximum PLC payments. 
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 The 2018 Farm Bill allows PLC yields to be updated. The updated yields then will be used to 
calculate per base acre payments. More information will be provided in the “PLC Yields and 
Updating” section. 

 For the 2018 Farm Bill, the choice between commodity title programs is not binding over the life 
of the 2018 Farm Bill. By March 15th, 2020, farmers and land owners will choose for the 2019 
and 2020 program years.  A yearly decision then can be made for 2021, 2022, and 2023. For the 
2014 Farm Bill, the commodity title choice was made for all program years from 2014 to 2018. 

 

 

 

National Statutory Ref Price Maximum

Loan Reference Divided Effective

Crop Unit Rate Price by 85% 1 Ref Price 2

Corn Bushel 2.20 3.70 4.35 4.26

Soybeans Bushel 6.20 8.40 9.88 9.66

Wheat Bushel 3.38 5.50 6.47 6.33

Barley 1/ Bushel 2.50 4.95 5.82 5.69

Chickpeas, Large Cwt. 14.00 21.54 25.34 24.77

Chickpeas, Small Cwt. 10.00 19.04 22.40 21.9

Dry Peas Cwt. 6.15 11.00 12.94 12.65

Grain Sorghum Bushel 2.20 3.95 4.65 4.54

Lentils Cwt. 13.00 19.97 23.49 22.97

Oats Bushel 2.00 2.40 2.82 2.76

Canola Cwt. 10.09 20.15 23.71 23.17

Crambe Cwt. 10.09 20.15 23.71 23.17

Flaxseed Bushel 10.09 11.28 13.27 12.97

Mustard Cwt. 10.09 20.15 23.71 23.17

Rapeseed Cwt. 10.09 20.15 23.71 23.17

Safflower Cwt. 10.09 20.15 23.71 23.17

Sesame Seed Cwt. 10.09 20.15 23.71 23.17

Sunflower Cwt. 10.09 20.15 23.71 23.17

Peanuts Ton 355.00 535.00 629.41 615.25

Rice, Long Grain Cwt. 7.00 14.00 16.47 16.1

Rice, Medium/Short Grain Cwt. 7.00 14.00 16.47 16.1

Rice, Temperate Japonica Cwt. 7.00 16.10 18.94 18.52

Seed Cotton Pound .45-.52 0.367 0.430 0.42

Source:  Farm Service Agency

1 The five-year Olympic average must exceed this value before the effective reference price is higher than the 

statutory reference price

Table 1.  Loan Rates and Reference Prices by Crop Under the 2018 Farm Bill
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Effective Reference Price under PLC 

PLC provides assistance based only on low prices, making payments when the MYA price is below the 
effective reference price. The effective reference price is the higher of the: 

 Statutory reference price, or  

 85% of the Olympic average of the five previous MYA prices, lagged by one year. 

The effective reference price cannot exceed 115% of the statutory reference price. 

Table 1 shows statutory reference prices under the 2018 Farm Bill, which are unchanged from the 2014 
Farm Bill. The column named “Ref Price Divided by 85%” shows the value the five-year Olympic average 
price must exceed before the effective reference price is higher than the statutory reference price. Also 
shown is the maximum effective reference price, which is 115% of the statutory reference price. Take 
corn as an example. The statutory reference price is $3.70 per bushel. The effective reference price will 
be above the statutory reference price when the five-year Olympic average exceeds $4.35 per bushel. 
The maximum effective price is $4.26 per bushel.  

Table 2 shows the calculation of 2019 effective reference prices for corn, soybeans, and wheat. Corn will 
be used to illustrate effective reference price calculations. The statutory reference price for corn is $3.70 
per bushel. For 2019, the Olympic average of MYA prices from 2013 to 2017 are used in the 
comparisons. Note that the calculation does not include the most recent past year, which is 2018, for the 
2019 effective reference price calculation. This lagging feature was added in the 2018 regulations and will 
continue into the future; it allows the effective reference price to be known when decisions are being 
made between commodity title programs. For 2019, 85% of the Olympic average is $3.02 (see Table 2), 
which is below the statutory reference price. As a result, the effective reference price is $3.70. 

 

Note that the escalator clause does not cause the effective reference price to be above the statutory 
reference price for corn, soybeans, or wheat in 2019 (see Table 2). Effective reference prices for 2020 
also will be at statutory reference prices, as 2018 prices cannot cause 85% of the five-year Olympic 

Corn Soybeans Wheat

2013 4.46 13.00 6.87

2014 3.70 10.10 5.99

2015 3.61 8.95 4.89

2016 3.36 9.47 3.89

2017 3.36 9.33 4.72

3.02 8.19 4.42

Statutory Reference Price 3.70 8.40 5.50

Effective Reference Price2 3.70 8.40 5.50

1
 The Olympic average of the prices from 2013 to 2017.

2
 Effective reference price is the higher of the statutory reference price or 85% of the five-year Olympic 

average, but can not exceed 115% of the reference price.

85 of Five-year Olympic 

Table 2.  Calculation of 2019 Effective Reference Price for Corn, Soybeans, 

and Wheat



4 farmdoc daily   September 24, 2019 

averages to exceed the statutory reference prices. As a result, the statutory reference prices will be the 
effective reference prices for 2019 and 2020, the years for which farmers and land owners will be making 
the program decision by March 15, 2020. Moreover, it is highly unlikely that the effective reference prices 
will be above statutory reference prices for the remaining years of the farm bill running from 2001 through 
2023. (For more discussion on the reference price escalator see farmdoc daily, February 21, 2019). 

PLC Payments 

In 2019, PLC will make payments whenever the MYA price is below the effective reference prices shown 
in the previous section. The 2019 market year for corn and soybeans runs from September 2019 to 
August 2020. As a result, the 2019 MYA price for corn and soybeans will not be known until September 
2020. The marketing year for wheat began in June 2019 and will end in May 2020. 

When the marketing year average price is below the effective reference price, a per bushel payment rate 
is calculated. The payment rate equals the effective reference price minus the higher of the MYA price or 
the national loan rate.  

As an example, suppose the 2019 MYA price for corn is $3.60. The $3.60 MYA price is less than the 
$3.70 reference price, resulting in a payment.  Since the $3.60 MYA price is above the $2.20 national 
loan rate, the per bushel payment rate equals $.10 ($3.70 effective reference price - $3.60 MYA price).  

The PLC payment per base acre equals .85 times the payment rate times the PLC yield. Take the above 
corn example with a $0.10 payment rate. If a farm has a 150 bushel per acre PLC yield, the 2019 
payment would be $12.75 per base acre. (.85 x $0.10 payment rate x 150 PLC yield).  This payment 
could be reduced further due to sequester. 

PLC Yields and Updating 

Each Farm Service Agency (FSA) farm has PLC yields for each program crop with base acres on that 
farm. Through time, opportunities existed to “update” these program yields in some of the farm bills. For 
example, the 2014 Farm Bill allowed farmers to keep the existing program yields or update them to 75% 
of the average of yields on the farm from 2008 to 2012, with the use of yield plugs (see farmdoc daily, 
April 3, 2014). As a result, the current PLC yields could be based on 2008-2012 averages or on much 
older yields, depending on updating decisions. 

The 2018 Farm Bill again allows farmers the following two choices for each program crop on a farm: 

1. Keep the existing program yield, or 

2. Update the yield to a percentage of the average from 2013 through 2017, again with the use of 

yield plugs. 

The percentage of the 2013-2017 average varies by crop (see Table 3). Corn and soybean yields will 
be .81 of the 2013 to 2017 average. Wheat will be .8591 of the 2013 to 2017 average. More detail on the 
yield factors by crop is provided in farmdoc daily articles on February 20, 2019 and March 22, 2019. 

https://farmdocdaily.illinois.edu/2019/02/2018-farm-bill-reference-price-escalator-for-2019-market-year.html
https://farmdocdaily.illinois.edu/2014/04/2014-farm-bill-updating-payment-yields.html
https://farmdocdaily.illinois.edu/2019/02/understanding-the-2018-farm-bill-plc-yield-update.html
https://farmdocdaily.illinois.edu/2019/03/understanding-the-2018-farm-bill-plc-yield-update-corn-soybean-sorghum-and-upland-cotton-by-state.html
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Table 4 shows an example for yield updating for a farm in Champaign County, Illinois. The 2013 through 
2017 yields are example yields for this farm that happen to be county yields. Each farm in Champaign 
County will use its own yields. Corn in Champaign County has a yield plug of 158.05 bushels per acre. If 
any of the 2013 through 2017 yields are below 158.05, the 158.05 plug yield would be used instead of the 
actual yield. The 2013-2017 average is 198.2and .81 times this average is 160.5 bushel per acre. If the 
160.5 bushels per acre is above the current program yield, it will be beneficial to update the PLC yield. 

Crop Factor

Corn 0.8100

Soybeans 0.8100

Wheat 0.8591

Barley 0.8493

Canola 0.8679

Chickpeas_Large 0.9000

Chickpeas_Small 0.8784

Crambe 0.9000

Dry Peas 0.8989

Flaxseed 0.9000

Grain Sorghum 0.8169

Lentils 0.9000

Mustard 0.8514

Oats 0.8572

Peanuts 0.8346

Rapeseed 0.9000

Rice_Long Grain 0.8397

Rice_Med/Short Grain 0.8898

Rice_Temporate Japonica 0.8632

Safflower 0.9000

Seed Cotton 0.8100

Sesame 0.8706

Sunflower 0.8456

Table 3.  Percentages of 2013-2017 Average to 

Arive at Update Yield
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Farmers can make updating decisions for each crop on a FSA farm. For example, corn and soybean 
yields could be updated while not updating wheat yields. Farmers should compare the update yield to the 
current program yield and only update those crops with higher updated yields. 

If yields are updated, documentation should be obtained for the 2013 though 2017 yields as this 
documentation may be requested at some point in the future. Crop insurance records can serve as 
documentation and will be the best source of documentation if crop insurance has been purchased. 

Updated yields will apply to payments from the 2020 to 2023 program years. Existing PLC yields will be 
used for the 2019 program year. 

Summary 

We provide a summary of PLC in this article. A past farmdoc daily article (September 17, 2019) provided 
a summary of ARC-CO. Future articles will evaluate making choices between ARC-CO and PLC, as well 
as describe ARC-IC. Farmers can run payment calculation scenarios for their farms using the Gardner-
farmdoc tool, available here. Our next webinar on farm programs will be offered on September 27th at 
8:00 am. 
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Max of Farm

Farm Plug or Plugged

Year Yield Yield 1 Yield

2013 168.1 158.05 168.1

2014 216.5 158.05 216.5
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2016 210.2 158.05 210.2

2017 206.8 158.05 206.8

Average 198.2

160.5Update Yield2

Table 4. Calculation of Update Yield for 2018 PLC Program, 

Corn in Champaign County, Illinois

1
 Plug yields are specific to a county and crop.

2
 Update yield is a percentage of average 2013-2017 yields.  Percentages vary by 

crop and are shown in Table 3.
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