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Risk M t Tool
IS anagement 100iIs Costs
Bud gets Cash Rent 270
¢ Balance sheet reserves Fertilzer 125
i Seed 122
: : 2016 Costs Direct
— Working capital Costs  Pesticides 60
Drying and storage 28
— Credit reserves Corn Crop Insurance 24
Power  Machinery depreciation 64
° Crop insurance / marketlng 200 bu/aCI‘e Costs  Other power costs 61
Hired Labor 12
e ARC — t Oveghead Building depreciation 3
government programs St Gther overhead costs 53
Total Costs $822
2016 ARC a0
Costs - ARC-CO $782
farmdoc farmdoc vield ) 200
WEBINARS WEBINARS Break-even price $3.91
Total No Total No No. Dep
Costs Depreciation Costs Depreciation Overhead
Budgets cash Rent 270 0 Budgets Cash Rent 20 270 270
Fertilizer 125 125 Fertilizer 125 125 125
Direct  Seed 122 122 Direct  Seed 122 122 122
2016 Costs Costs  Pesticides 60 60 2016 Costs Costs  Pesticides 60 60 60
Drying and storage 28 28 Drying and storage 28 28 28
CO rn Crop Insurance 24 24 Corn Crop Insurance 24 24 24
Power  Machinery depreciation 64 Power  Machinery depreciation 64
Costs  Other power costs 61 61 Costs  Other power costs 61 61 61
200 bu/acre 200 bu/acre
Hired Labor 12 12 Hired Labor 12 12 12
Overhead . iiding d - 3 Overhead ilding d - 3
Costs uilding depreciation Costs uilding depreciation
Other overhead costs 53 56 Other overhead costs 53 56
Total Costs $822 $758 Total Costs $822 $758 $702
2016 ARC 40 40 2016 ARC 40 40 40
Costs - ARC-CO $782 $718 Costs - ARC-CO $782 $718 $662
Yield 200 200 Yield 200 200 200
‘?\IrE"B'H\?A‘RS Break-even price $3.91 $3.59 ‘?\lrE"B'H\I?A‘RS Break-even price $3.91 $3.59 $3.31
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Total No No. Dep

Costs  Depreciation

Budgets

Overhead

Cash Rent 270 270 270
Fertilizer 32 32 32
2016 Costs Seed 76 76 76
Pesticides a1 a1 a1
Drying and storage 5 5 5
Soybeans Crop Insurance 18 18 18
Machinery depreciation 59
Other power costs 58 58 58
56 bu/acre
Hired Labor 12 12 12
Building depreciation 5
Other overhead costs a6 6
Total Costs $622 $558 $512
2016 ARC 40 40 40
Costs - ARC-CO $582 $518 $472
Kivailing Yield 60 60 60
WEBINARS Break-even price $9.70 $8.63 $7.87

Projected and Harvest Prices
(Midwest States)
2011 2012 2013 2014 2015 2016

Corn
Projected Price 6.01 5.68 5.65 4.62 4.15 $3.87
Harvest Price 6.32 7.50 4.39 3.49 3.82
Soybeans
Projected Price 13.49 12,55 12.87 11.36 9.74 $8.87
Harvest Price 12,14 15.39 12.87 9.65 8.91

« Projected price — average of Dec. (corn) of Nov. (beans) CME futures contract in
February, used to set insurance guarantees.

« Harvest price — average of Dec. (corn) Nov. (beans) CME futures contract in October,
used to calculate insurance revenue.

farmdoc
WEBINARS
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Expected Revenue / Guarantees,
Corn

Expected Revenue: ($3.87 -.25) x 200.0 bu= $724 per acre
85% RP guarantee ($3.87 x 200 x .85) = $657 per acre

Above example: Expected yield = TA-APH yield = 200 bu/acre

Total costs — ARC-CO = $737 per acre

Expected Revenue / Guarantees,
Soybeans

Expected Revenue: ($8.87 -.20) x 60 bu= $520 per acre
85% RP guarantee ($8.87 x 60 x .85) = $452 per acre

Above example: Expected yield = TA-APH yield = 60 bu/acre

Total costs — ARC-CO = $582 per acre

Use of Farm-Level Revenue Products,
Illinois, Corn, As a Percent of Insured Acres
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Percent Acres Insured, Illinois, Corn, 2015

Coverage

Level RP RPWHPE YP ARP ARPwWHPE AYP
50 0.3% 0.0% 1.2%
55 0.1% 0.0% 0.0%
60 0.2% 0.0% 0.1%
65 0.5% 0.0% 0.2% 0.0%
70 2.9% 0.1% 0.2% 0.0% 0.0%
75 9.9% 0.2% 0.5% 0.0% 0.0%
80 24.9% 0.4% 0.4% 0.0% 0.0% 0.0%
85 37.6% 0.7% 0.4% 0.1% 0.0% 0.0%
90 5.5% 0.1% 0.2%

Total 76.3% 1.5% 2.9% 5.7% 0.2% 0.2%

= 86% of planted corn acres were insured
farmdec
WEBINARS
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i farmdoc ——
ChOICGS Crop Insurance NCSA
1. RP Crop Insurance Tools: Spring 2016

— 75% or higher (likely 80 or 85%)
— TA and Yield exclusion (if available)
— Enterprise Units

farmato iFarm Premium Calculator

2. RP with exclusion
— Same as above

3. ARP (Area Risk Plan) or ARP with exclusion
— 90% coverage level

farmdoc farmdoc http://farmdoc.illinois.edu/cropins/
WEBINARS

iFarm Crop Insurance Pramium Calculator

ssmg 0 RP Guarantee Example
o Snlz.i\‘i::tc. County, Crops R . Corn Soybeans
— = = TA-APH yield 200 60
Individual Farm Level Policies Projected price 3.87 8.87
i F—— kv vt Harvest price (avg during Oct) > 3.87 > 8.87
- o’ : RP uses higher of projected or harvest price in guarantee
Coverage level 85% 85%
Guarantee (Corn 200 x 5.00 x .85) $850 $510

Harvest price will not be known till end of October

- farmdoc
WEBINARS
RP Guarantee Example RP Per Acre Payments
Corn Soybeans (200 Bu TA-APH Yield, 85% Coverage Level)
TA'APH Yielq 200 60 [ | Harvest Price --------=--—---
Projected price 3.87 8.87 Yield 3.00 3.50 4.00 4.50
Harvest price (avg during Oct) > 3.87 > 8.87 100 359 309 280 315
RP uses higher of projected or harvest price in guarantee 120 299 239 200 225
Harvest price $5.00 $10.00 140 239 169 120 135
Coverage level 85% 85% 160 179 99 a0 a5
Guarantee (Corn 200 x 5.00 x .85) $850 $510 180 119 29 0 0
Yield below which payments occur 170 51 200 59 0 0 0
Harvest price will not be known till end of October 220 0 0 0 0
farmdoc = RP-HPE does not have the guarantee increase farmdoc
J{ farmdoc
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POWERED BY
RP Per Acre Payments ammdoc NS
(200 Bu TA-APH Yield, 85% Coverage Level) Crop Insurance Tools: Spring 2016
---------------- Harvest Price ---------------
Yield 3.00 3.50 4.00 4.50
100 359 309 280 259 315 210
120 299 239 200 180 225 120
140 239 169 120 100 135 29
160 179 99 40 20 a0 {Farm Payment Evaluator
180 119 29 0 0
200 59 0 0 0
220 0 0 0 0
RP-HPE premium in red http://farmdoc.illinois.edu/cropins/

— u . #r0q By g VAR at 5%
Wi af Coverage
Election b RP-HPE ar AP ARP.HPE Arp
& sox AT Pt sy
Estimated Net Average Cost of Insurance BE sanm sasy waza
Coverage LELY el Y e
Election w RP-HPE e Are ARP-HPE ARp s o asm nan
som 0.0 w0y =an o L L] Bakb 30 s 7] 42313 (LR AL
ux  sam sz san 7% suem P P sazs08 $asnse s2i0
o - -an fEE] Lo $adh 0 #5000 T Y BT BakR a7 AT
o N 080 ok [ Freery Frerey Friee freTe e pr Ty
N 10 (] 507 (oY 5am e L Lt seaTon 48607
e [ST1) (R sacr 0xr [Rt ) (T = i
0N -85y 5508 S-TLe T 3340 1A X Vil ol risk with no insurance SE.95
- [EriT e ety 1280 T #1700 . . .
sox s sine S-4208 5% VAR — 5% of the time, gross revenue (Crop rev. + insure pay — insure prem)
L will be below this number
Te taiie above contains kong run merage net couts of Frurance by prosuct and slection lvet Net cost (s defined ax farmer-pesd pramium e avers ) ;
it e e LTt ottt Mo e STk 0 o s MO Gl th s R Y e it vy Higher numbers are desired
Highest is at RP-HPE 85% followed by RP 85%
Net Costs = Average Farmer-Paid premium - Average Insurance Payment ARP is much lower than RP and RP-HPE
All have negative, ARP has the most negative. YP does not reduce risk that much (i.e., does not increase 5% VAR)
armdoc farmdoc
WEBINARS WEBINARS

Decision ARP — Logan county

County Level Products
Type Practice

1. RP at high coverage level
« Provides good protection
« Pay more in years of drought

* 90% protection level

Area Rovenus Pretection

¢ $3.87 x.90 - $3.48

2. RP-HPE at a high coverage level i LT e
» Lower premium costs than RP ) = Cusnsrtes
+ As good of downside protection ] e
+ Drought-year concern: DO NOT HEDGE MUCH PRE-HARVEST s0x WOl mos  am  ses New farmland in a county
N 2672 ne 7 625
3. ARP (Area Risk Protection) o e -
County product Exp Yield: 130 50 Concerned about price risk
: ’ more than yield risk
+ Some years, county will have good yields and farm will not No prevented planting or ore than yield ris
« Higher coverage level replant provisions for ARP
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YA, YE, and TA

Reset Form | Print Privit footnotes Beturn

APH Yield Calculator for Trend-Adjustment, YE and YA

Link to Premium Caloulator

culsbcns. D016 Tewed Aeljustrien Diata
State x Courty Trend. 158
County County Trend.  100%

G Yearly Adjstmest: 148
Fraehea 2006 Tyald 132
Ne of yisids: APH yield foor” 106

Thies spreadshael caboulales Yelds Far premium S4neraban under he lolawing aptans

Vaald — B2 ol applicable T-risld sukabuled o sl gl
Virld Eachusion {VT] — i sllowed, e iald e be e e AP
Trend acilate and acual ields sl 8 procuctr 1o 400 & bend o

yisids for APH calculation
This shestwesics oedy far actusl and iTAnskon yiskss, Caleulshoes may nat s camest for saryiald hpes

Pt 1. i b Yok s Eain o 911, Carn
i i e e 11 8 B0

Yield Exclusion

* Allows specific years to be dropped
from calculation of APH

* Years are determined by RMA
¢ In Illinois: 1995, 2002, 2005, 2012

« See farmdocDaily, January 13, 2015

Byl fr Trend A qusimant’-  yas
use TAY[ yes Last years APH wilvut YE 1 TR
Highest posshie TA yiekf 190 Use yiek! Jrs and oups™:
Approved
ability Yield Acual Us Us Rate Adusted Yield Subsitute __ Availability Yield Acual Us Use Rate Aduded Yield
YE  Avaiable Yield YAYE" Tyield Yield Yield TANE Year Yield YA'" YE  Awilable Yied YAYE" Tyield Yield Yield TANE
m o yes 150 | none | mo m o yes 150 | none | mo 50 150 66
m o yes 126 | none | mo o7 m o yes 126 | none | mo @6 26 Ho
no n yes 153 nane | me 67 no no yes 153 none no B3 %3 166
m o yes 163 | none | mo 14 m o yes 163 | none | mo W3 %3 7
m o yes 133 | none | mo 75 m o yes 123 | none | o W3 13 uz
no n yes 132 nane | me 7™ no no yes 132 none no 132 132 Ho
yes  yes yes 50 ne no s yes  yes yes 50 YA no 50 kel 1l
m o yes 171 | none | mo ™ m o yes 71 | none | mo W1 el 76
no n yes 188 none | mo F no no yes 188 none no 0e %8 0
no n yes 187 none | me F no no yes 187 none no w7 %7 09
Rate Yield " Rate Yiel "
Use Yieldsand Adjusied Yield {or APH without YE and TA) ¥ Use Yields and Adjusted Yield {or APH without YE and TA) ©
Retumn io Promsum Approved Yield for TUYE for APH with YE and TA)®|_ 154 | Retum io Promum Approved Yield or TAVE for APH with YE and TA)®|_ 167 |
EC im- NIBIP_ﬂR‘\l Flmlumtnluflt.mi —
Cowrey. |iogen Dute Ported 1D (FAST\
Lot y s APH W YE J TH: Ty e
= Anvee VB N Norm vt
Use yieh B0ors and oups™ kil cicn [Ren e
Approved s Vs o e
Subsitute __ Availability Yiekl Acual Uss Use Rae Adused Yield
Year Yield YA" YE  Available Yiew YA/VE™ Tyield Yield Yield TAYE
60 m W yes 150 | none | me 150 150 %66
67 L n yes 126 none non 26 26 HHo
[74 m mw yes 153 [ none | w0 153 153 %66
[+4 m  mw yes 163 | none | mo W3 W3 74
75 L n yes 133 none non 133 133 "z
75 [ L] yes 132 none | mo 132 132 Ho
75 yes  yes ves 50 YE | mo 50 50
n L n yes 71 none non 7 m 176
re [ L] yes 188 none | mo e e L1
7 m mw ves 187 | none | wo @7 87 L]
Rate Yield '
Use Vields and Adjusted Yield or APH without YE and TA) ©
Retum to Premium _ =
Caloviator Approved Yield ar TAXE {or APH with YE and TA) B¥ mu ww M | mw ww uu
e an Faramaters
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ARC and PLC

¢ 2015 Payment Estimates based on:

— Midpoint of February WASDE report for MYA prices

« Still in the marketing year for corn, beans, and wheat; final prices
not yet known

— NASS county yields released Feb 18th
* Not all ARC counties/practices are covered by the NASS yields
* Note actual FSA yields used for ARC will differ

PLC - Expected 2015/16MYA Prices
* February WASDE report:

I N T T

Feb. WASDE Range $3.35 to $3.85 $8.05 to $9.55 $4.90 to $5.10
Feb. WASDE Midpoint $3.60 $8.80 $5.00
PLC Reference Price $3.70 $8.40 $5.50
PLC Payment Rate $0.10 $0.00 $0.50

farmdoc
WEBINARS

ARC — 2014 Benchmark Prices
[ com | soybems | Whest |

2009 $3.55 $9.59 $4.87
2010 $5.18 $11.30 $5.70
2011 $6.22 $12.50 $7.24
2012 $6.89 $14.40 $7.77
2013 $4.46 $13.00 $6.87
2014 $3.70 $10.10 $5.99
Benigll;:‘at\l?:’:rice $5.29 $12.27 $6.60

farmdoc
WEBINARS

ARC — 2015 Benchmark Prices
[ com | sopbems | Wheat |

2009 $3.55 $9.59 $4.87
2010 $5.18 $11.30 $5.70
2011 $6.22 $12.50 $7.24
2012 $6.89 $14.40 $7.77
2013 $4.46 $13.00 $6.87
2014 $3.70 $10.10 $5.99
ZOTSIARE $5.29 $12.27 $6.70

Benchmark Price

farmdoc
WEBINARS

NASS 2015 Corn Yields
| NoHASS Datn
100 busacre
2 [ 190 & 450 buiscre
CH I 150 1S buscre
I 175 e 200 bulacre

2015 NASS Corn Yield / ARC Benchmark

NASS Yield/ARC Benchmark

o NASS Duts
2

farmdoc — farmdoc )
T farmdoc 6
WEBINARS
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Estimated ARC-CO Corn Payments Estimated ARC-CO Corn Payments
NASS Data ARC Max ARC
Available! Payment2 Payment2
Towa 97% 84% 9%
Illinois 90% 94% 66%
Nebraska 76% 85% 37%
Minnesota 75% 71% 14%
Indiana 89% 94% 71%
South Dakota 61% 79% 21% Corn Payment Rates
Kansas 49% 23% 5% _| 30 or o data
Wisconsin 79% 76% 32% f:l :’::1
Ohio 93% 98% 94% 50050
P 1t f all i jith ARC-CO in 2014 - kel
n '?\l?ﬁﬁq?l? s 2F'eroemage of all counties where NASS is reporting 2015 yields n '?\l?ﬁﬁq?l? s I s
Summary

¢ Low profit / loss year

* Suggest high coverage levels:
—RP or ARP
— Enterprise units

* ARC likely to provide payments in 2015

| No NASS Data
| <30 bulacre

% ) I 20 to 40 buiacre

I <010 %0 butncre
[ 500 60 bwiacre
oot i oot
Logan County, Corn, Example
Guarantee
Expected yield (1) 190.9 bu.
x Higher of projected or harvest price (2) $3.87
EXTRA SLIDES -
ARP EXAMPLE x Coverage level (3) 90%
Guarantee $665
(1) Set by RMA for each year
(2) ARP with harvest price exclusion does not have the higher of provision
(3) Coverage level ranges from 70 to 90% in 5% increments

n farmdec n farmdec
WEBINARS WEBINARS
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Logan County, Corn, Example

Policy Protection
Expected yield
x Higher of projected or harvest price (1)

x Farmer choice of protection factor (2)
Protection level

(2) Ranges from .8 to 1.2, under GRIP was the Protection Level

farmdoc
WEBINARS

190.9 bu.
$3.87
1.2
$887

(1) ARP with harvest price exclusion does not have higher of provision

Logan County, Corn, Example
Shortfall

High Yield  Avg Yield
Low Price Avg Price

County yield 210 190
x Harvest price $3.00 $4.00
Harvest revenue $630 $760
Guarantee $665 $665
Shortfall (1) .066 .000
(1) Shortfall = (i — harvest ) / (g - .18 x proj

when harvest revenue < guarantee

Logan County, Corn, Example
Payment

High Yield Avg Yield

Low Price Avg Price
Protection level 887 887
x Shortfall .066 .000
Payment $58 $0

Drought

1,145
.356
$407

farmdoc
WEBINARS

Drought

120
$5.00
$660

$859
.356

price x exp yield)




