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Introduction to PRF Pilot Insurance Program
The Purpose of PRF ™

Agricultural production is financially risky.
Forage losses from natural hazards, especially

drought, are frequent.

PRF insurance is a group risk plan that can
help forage and livestock producers manage

for potential production losses.

These plans are now available to producers in

selected counties and states.

Introduction to PRF Pilot Insurance Program
Indexing =

What is an index?

An index is a number derived from a series of
observations which is used as an indicator or

measure.

PRF insurance uses indexing to measure and
compare conditions that affect forage

production in specific areas over time.

Each index uses information gathered from a

number of sources and locations.
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Introduction to PRF Pilot Insurance Program
Rainfall Index or Vegetation Index

PRF insurance helps producers manage for production losses when
the final grid index falls below the trigger grid index.

There are two separate indices: the rainfall index, and the vegetation
index.

Rainfall Index Vegetation Index

Introduction to PRF Pilot Insurance Program

Rainfall Index

In some states the rainfall
index is available. Data from
multiple sources, including
weather, satellite, and radar
data, are interpolated for the
acreage within each 0.25 degree gridded area established by
NOAA and identified by latitude and longitude. Losses are
calculated based on deviation from the rainfall index for the grid
during particular time intervals.

The insurance coverage is for a single peril, lack of precipitation.
Coverage is based on historical experience of the grid, not
individual farms or ranches or specific weather stations.
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Introduction to PRF Pilot Insurance Program

PRF Program Availability for 2013

The PRF program is a pilot program, and is only available in selected

states and counties.

Note: The most current coverage information is available on the USDA-RMA website.

2013 and Succeeding Crop Years - Pasture, Rangeland, Forage Availability

‘ nsurance Plan

JI (1) Rantad index
I (14) Ve getotion ince

Introduction to PRF Pilot Insurance Program

Index Intervals

Producers must select the appropriate time frames or index intervals
to apply for PRF insurance coverage. It's important to select intervals
when forage and pasture production is critical for your operation, and

to follow guidelines for your index, county, and grid.
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Introduction to PRF Pilot Insurance Program

Grid ID Number

Producers must also select a reference point on the grid that best
represents the location of the grazinglands or haylands they want

to insure.

Introduction to PRF Pilot Insurance Program

Grid ID Number

Each grid segment is identified by a grid ID. Rainfall index and
vegetation index programs use different grid sizes, so the grid ID will
be different depending on which plan is available.

ﬂ-
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Introduction to PRF Pilot Insurance Program
Expected Index Values

Historical data for each grid is used to determine the

expected index value for either precipitation or vegetation greenness.

Introduction to PRF Pilot Insurance Program
Using Grid Indices

The expected grid index is compared to the final grid index. Producers
may receive an indemnity if the actual final index falls below the

trigger grid index, which is adjusted based on the coverage level.

ger Grid In:

(100X 75%)
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Introduction to PRF Pilot Insurance Program

Key Characteristics of PRF

Coverage is based on the experience of the

entire grid area—not individual losses.

PRF does not take into consideration the exact
situation of the producer. It is possible that ...

e Grid conditions might have been normal,
while a specific property was experiencing
drought. A producer might not receive a
payment, even if he or she incurred ¢ :
losses. : &y p >

» Final grid indices may have been less
than expected, while a producer may not
have suffered losses. A payment might be
awarded even though there was no loss
of production.

Introduction to PRF Pilot Insurance Program

Property that Extends Beyond the Grid Area

» A producer can base his or her
insurance coverage on a single grid ID
or on multiple grid IDs.

* Non-contiguous acres must be insured
using the same coverage parameters if
they are in the same grid.

« If the non-contiguous acres are in
different grids, the coverage
parameters can be different.

The rules are complex. Producers should
contact an insurance agent familiar with
PRF if they have questions.
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Introduction to PRF Pilot Insurance Program

Important Dates
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Introduction to PRF Pilot Insurance Program

Flexible Risk Management Strategies

The PRF insurance program is one more option for farmers and ranchers

to manage potential losses.

Agricultural operations can choose PRF insurance:

e As a standalone product.

» In combination with other risk management strategies or insurance

products.

Producers considering PRF should work closely with an insurance

agent to understand their options.

MPCI

Multi Peril Crop Insurance

Livestock Gross

Livestock Risk Protection

LGM

LRP

NAP

n-Insured CROP DISASTER
Assistance Program
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Disaster Assistance Programs

 Livestock Forage Disaster Program (LFP)

ho

 Livestock Indemnity Program (LIP)

« Emergency Livestock
Assistance Program (ELAP)

UNIVERSITY
OF WYOMING A

Rainfall Index

Virginia Rangeland Insurance History — counties with highest insured acres

2010 Crop Year|County Hame(Code) Crop Pol Sold| Pol Earn Pol| Units Earn|  Units| Net Acres| Liabilities Total Subsidy| Indemnity| Loss
State Prem| Indem Prem| Indem J Premium Rauo[
VIRGINIA [WRGINIA - Pitsyivania (143) | PASTURE,RANGELAND,FORAGE 33| 33| 2| 80 2| 6,462 741,748 93,442 48,152 1,380
VIRGINIA [WRGINIA - Halifax (083) PASTURE, RANGELAND,FORAGE 4] 14| 2| 38| 2| 4,202 323,498 38,374]
VIRGIHIA [VIRGINIA _ Frankin (6 PASTURE RANGELAND.FORAGE 12| 12| 7| 24 7! 2.240] 222 754] 22837
Grand Total 100 100 4?| 243 53| 18,853 1,888,633 192,963

2011 Crop Year |County Name(Code) |Crop Pol Sold| Pol Earn Pol| Units Earn|  Units| Het Acres| Liabilities
State Prem| indem Prem| indem
VIRGINIA Pitsylvani (143} PASTURE, RANGELAND,FORAGE 2] 2] 22| 193] 02| 5,096 818,322
VIRGINIA Frankiin (067) PASTURE, RANGELAND,FORAGE 9] E2 3 218 103| 8,508 802,204]
VIRGINIA Campbel (031} PASTURE RANGELAND, FORAGE 3] 3] 6| 39| 12| 4.147]

Grand Total 263 251 167 373 50,895

2012 Crop Year |County Name(Code) Crop Pol Sold| Pol Earn Pol| Units Earn|  Units| NetAcres| Liabilities Subsidy| Indemnity| Loss
State Prem| Indem Prem| Indem Ratio
VIRGINIA VIRGINIA - Pitisylvania (143) | PASTURE,RANGELAND,FORAGE 44 4 40 271 109 9,178 795, 53307] 55
VIRGINIA VIRGINIA — Frankiin (067) PASTURE RANGELAND, FORAGE 2 S El 248 57| 7877 772,868 40,167| 44|
VIRGINIA VIRGINIA - Campbell (031) | PASTURE,RANGELAND,FORAGE 12| 12| 9| B 12| 3,214 176,607 E . (D EE
VIRGINIA VIRGINIA - Bedford (018) PASTURE RANGELAND, FORAGE 12| 1 6| 30 7| 3,072 6,539
VIRGINIA \VIRGINIA - Rockbridge (163) | PASTURE,RANGELAND, FORAGE 9| 9| 4] 26| 5|

e e = e o - =1
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Using the Grid Locator

Enter a Location to Find

Gredt: Fl Swters [ .
Labit: 01| Labetsa B Marker Infe; [F] | Baeglehags ] Pir

((~ = mrae
&
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Using the Grid Locator

Find the Property

Ul Vegetaen | §o Radst

22
Fendiabary

< o
il 1D 22104 it acrdhy
Latitude: 38.26622°H Bl )
ngtse 23w §
’ Longew A (S 7
} State: Wirgna er

Navigate to the Property .
1. Place the cursor close to the location of the property
and click on the map to insert a location pointer

Rainfall Index

Display the Grid Outlines and ID Numbers

ot

Display Checkboxes

L =V 20 and grid areas, select

- v Grids (red outlines)
v'Labels (red numbers)

i Vo 2
/ k|

21807 P, “que0g,
e

<
ke

To see the borders of counties

= oo ¥'Counties (blue outlines)
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Introduction Using the

Introduction to PRF Pilot Insurance Program
How the Rainfall Index is Established

The PRF Rainfall Index:
» Uses historical precipitation data.

» Forage production is influenced by

precipitation.

* Measures data in specific areas called
grids

Remember, this index does NOT measure the actual
precipitation received on any specific property within a grid.

9/6/2012
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Introduction to PRF Pilot Insurance Program

How the Rainfall Index is Established

For each grid, data from nearby weather, radar, and satellite

estimates are combined and interpolated.

The resulting index is a composite value for the entire grid that

cannot be traced to a single point or data set.

The database contains data from 1948 to the present.

Introduction to PRF Pilot Insurance Program

How the Rainfall Index is Established

Precipitation data is used to establish

rainfall indices for each grid. One index

is calculated for each two-month interval
in a twelve-month period.

The index is the ratio of interpolated
precipitation to expected average

(normal) precipitation. The index is

expressed as a percentage.

Graph

Type:

@ Index values  Estimated Indemnities
Range

Stat | 1948 VI End |2008
Intervals

W Jan-Feb W Feb-Mar W Mar-apr
M tpritay M may-dun W Jun-dul
M Ju-tug W sugsep W osep-oct
M octiov M NovDec
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

Support Tool « |

€ # [ agiorceusacom

Tool

Prechectt Facsie (W)

nsurasie s (% 100

auidy ) dupses B

Decision Support
Pasture, Rangeland, Forage
[ ' oo [V []  coueny [Rens T ces @ = q-m:m. e I
Tabie Canpn '
nteq e e S Premem Acmsl
Intancte Grasng gy e krnu mm:ml yarain
e " 1 s on Dt
et igh Litew! (. o = P = — =

Step 1: Select a Location

i ¥ Grid ID (longitude and latitude that best represents
] the location of the acreage the producer wants to
insure. A specific code is associated with each grid)

rared dcrer 100
Saple Y ;i
v State
v/ County
1
ance

o wem % See the Grid Locator module to learn more about how
bzt to locate the specific grid ID numbers for your

|

Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

e POF Dcimon Support Tosl « |

€ # [ agiorceusacom

Pasture, Rangeland, Forage

CommgeLemitn: |50 =

Preect Fass 11| 109

nsurasie s (% 100

Inaurnd e 100
Saple T EL
Tiew
Indervauen  Estmused indernams
Range
e [ ne
-
santon [0 Fastae (7 e
gty 7] Mapnn (7 sean

Jidy || dupSes | Sepon

Decision Support Tool

Dt
P
Swm0q
sty
[T
e

Pubey

Toinl
Couny Bave i
Dotar.
Total msurea
Total Pascy Poox
Sty Lot
Uammaem Precar.

Step 2: Select an Intended Use (two choices)

1. Grazingland (area of forage established on
land suitable and intended for grazing
livestock)

2. Hayland (established area of hay on land
suitable and intended for haying)

9/6/2012
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

¥ Dacimon Suppot Tool « | —— - _— o e

€ # [ agiorceusacom t a

Decision Support Toai

Pasture, Rangeland, Forage

we tainctalocton  Sum [Vigos  [5]  Coun [Aogunn 5 oz ] Quosstseme e I

Tabie | Gaapn |

e

Py  Promem Actuat
e Parcent of Vakee (3| Protecion per  Rateper L0t Fremeem Sioducer
U siia

-: v Sobaty  Promasm [0ty dematy

e, W oowm W ok owm omow ||
Solingly R e el ||
maured dcrer R 1
e Step 3: Select a Coverage Level |
» Percentage of the county base value selected for

Tipw .

jo— insurance coverage: 90%, 85%, 80%, 75%, or

o 70%

=+ Producers are required to insure all grids in a
county at the same level

Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

¥ Dacimon Suppot Tool « | —— - _— o e

€ # [ agiorceusacom t a

Decision Support Toai

Pasture, Rangeland, Forage
i

——— e e ]

e | caxn Step 4: Select a Productivity Factor

= » Reflects the operation’s forage productivity
[—— i relative to the average forage productivity |
wmtians 0 o S for the grid et
P
o » Varies from 60% to 150% (100% would
o el mean the operation’s forage productivity is
. —— Pk similar to the average forage productivity for

the grid)
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

k‘_ -—— o
r #8F Decnon Support Tosl « 1 - — - — -_—
(-} aglorceusacom
Decision Support Tool
Pasture, Rangeland, Forage
At Locaton: St |Viepnia 2] o | Augs 3] cea 2 =] Qoosiscme  urne
Tabie Ganpn
Sl Geaig izl _— Porcen of Vel (] Pretechen por T‘;F B vl e e
O - : dntey I’:: l::‘i “ 0 " "‘:‘ 0
Prostictt Facss 10 | Fapli
NI VRS 100 Mg ]
r—— o Step 5: Select an Insurable Interest (%)
Samie e EIL = B
g :
e * The _operator’s share of forage production on
o L et the insured acreage
Tipw Rioeleg
Ieceyvauen  Exbmased indemnds ':':" N,
g e » Owner/operators’ shares are likely to be 100%
Tk S et e
S ase WX EZETT™T e Producer’s share on a 50/50 crop share
nidy | hupSep 1 Sep0at e o 1 P
ousiem (1 tovDae arrangement will be 50%

Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

Py

€ # |1 aghorceusacom

Decision Support Tool

Pasture, Rangeland, Forage

Qualify for Coverage

Oation [ dowDae

grazing or hay production

inct o Locaton: St [ Vieges 2] o | Augs 3] cea 2 =] Qoosiscme  urne
Taie | campn
i = [y ——— Achual
- Cexiing = e Parcent of Vakee (3] Protecton por  Ratepar oo Tt OO o gty
1 | Mt ™ yhaa P Celilty Premim gl
CrmnpiLemie: 3 =l
= Timis w wW ® W W af ®»
[T— | | © e = e R R
il Natar = BEE uM omm oo B ;0 %

a - Step 6: Enter the Number of Insured Acres That

e « Insurable acres are determined by policy provisions
e VA EFtrranes indemnaes

w3 » Allinsurable acres do not have to be insured
t;:' ezl e » Producer chooses the number of acres to be insured

* Uninsurable acres possess characteristics precluding

9/6/2012
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Using the Rainfall Index Decision Support Tool -

Introduction to PRF Pilot Insurance Program

¥ Dacimon Suppot Tool « |

€ # |1 aghorceusacom

Decision Support Toai

Pasture, Rangeland, Forage

Inaurnd e 100 Map s

" sty
Ty bl
=" Fae
oy

Range Tetw Far
s [ [ Courty Dase viakon .

Dstar Amount of Pestecasn
fs— Total wsured Aciws
) Fasttar | dhaa Total Pobcy Protecsen
spritey 7] tapnn (7 durvan AL

Masirusm Paeert o Vabos (o e irtarsal
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e Oeaiing ! oy Pooens of ako £ Protecson por Rateper (0 AR WO ey ety
CrmnpiLemie: 3 5] = Lised s
™ A =
[T— 8 | | r
e s (%] 100 Maing

. Step 7: Select the Sample Year for
Insurance Coverage

i * Awide range of sample years are
available

Used for historical analysis

5w
L1

Using the Rainfall Index Decision Support Tool

Introduction to PRF Pilot Insurance Program

¥ Dacimon Suppot Tool « |

€ # |1 aghorceusacom

Decision Support Toai

Pasture, Rangeland, Forage

[
ComngsLemitr (30 =l
Prssech Fack (%1 100

nsurasie s (% 100

Inaurnd e 100
Saple T EL
Tiew
Indervauen  Estmused indernams
Range
e [ ne
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gty 7] Mapnn (7 sean
Jidy || dupSes | Sepon

.

e o o o

Step 8: Enter Percent of Value to be
Insured Per Index Interval

Select appropriate intervals to protect against
production losses
Each interval consists of two consecutive months
At least two index intervals must be insured
Selected intervals cannot overlap
There may be a minimum and maximum
percentage insurable for a single interval
The total insurable value can be insured across
different intervals
The sum of the percent of value insured for all
intervals must equal 100

9/6/2012
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

r FHF Dacimon Suppos Tool « 1| = - _— e e
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool
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Introduction to PRF Pilot Insurance Program
Using the Rainfall Index Decision Support Tool = : Sy
3 %
. =
s R e
Please Select a Locafion: ~ State: | Virginia El County: | Augusta El Grid: | 22104 E @GndLuca{ur “gaPrint |
Protection Information 57} Table | Graph __i
Intended Use Grazing El
Coverage Level (%): 90 El
Indemnity Values
Productivity Factor (%
roductivity Factor (%) | 100 [+] L1K
Insurable Interest (%) 100
Insured Acres: 100
832.5] 2
Sample Year 2011 [+] &
z
c
£ s55.0
-] <
Graph D = 2
Type e
Index Values stimated Indemnities 2775 ‘|
Range: =
Start End 2012 [5]
0.0z08% Boo e O o e N
Intervals: 32 T B P S O B 0 O O B B G B P DS SEERSEEED.
Jan-Feb Feb-Mar Mar-Apr Year
Apr-May May-Jun Jun-Jul ®Jan-Feb ®Feb-Mar ®Mar-Apr ®2pr-May ®May-Jun ®Jun-Jul ®Jul-Aug ®Aug-Sep @ Sep-Oct |
Jul-Aug Aug-Sep Sep-Oct Oct-Nov @ Nov-Dec
Oct-Nov MNov-Dec

Introduction to PRF Pilot Insurance Program
Using the Rainfall Index Decision Support Tool
Please Selecta Location:  State: | Virginia E County: | Augusta E| Grid: | 22104
Protection Information 5] Table Graph
Intended Use Grazing E
Coverage Level (%) 90 E Year Jan-Feb Feb-Mar Mar-Apr Apr-May May-Jun Jun-Jul Jul-Aug Aug-Sep Sep-Oct Oct-Hov Hov-Dec =
2012 00 00 00 0.0 00 NA A NA NA NA N =]
Productivity Factor (%): | 100 [=] 2011 00 00 00 00 00 00 00 00 00 00 00
Insurable Interest (6): 100 2010 00 00 2270 00 3270 00 00 00 00 00 00 |%
2008 00 00 00 00 00 00 00 00 00 00 00
R smpd AcTes) 100 2008 00 00 0.0 00 00 00 00 0.0 00 00 00
Sample Year T = 2007 00 00 00 00 790 00 00 00 00 00 00
2006 00 00 5460 00 00 00 00 00 00 00 00 |
2005 00 00 00 00 730 00 00 00 00 00 00 B
2004 00 0o 00 0.0 0o 00 0.0 00 0.0 0.0 00
Graph D 2003 0o 00 00 0.0 00 00 0.0 00 0.0 0.0 0o
2002 00 0o 00 0.0 8270 00 0.0 00 0.0 0.0 00 =
UL 2001 00 00 00 0.0 00 00 00 00 00 00 00 2
2 Index Values Estimated Indemnities 2000 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3
Range: 1999 00 00 4940 00 7880 00 00 00 00 00 0O ool
Stat [1928 [] Ena [2012 [7] 1998 00 00 0.0 0.0 0.0 00 00 00 00 00 00 :
1997 00 00 0.0 00 440 00 00 00 00 00 00
Intervals: 1996 00 00 940 00 00 00 00 00 00 00 00
Febeliar /) War-Apr 1995 00 00 @0 00 0.0 00 00 00 oo 00 00
May-Jun & Jun-Jul 1994 00 00 0.0 00 0.0 00 0o 00 oo 00 0D
Aug-sep [V sep-Oct
Nov Dee 1993 00 00 0.0 00 10460 00 00 00 00 00 00
1992 00 00 0.0 0.0 0.0 00 00 00 00 00 00
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

Please Selecta Location:  State: | Virginia [=]  county: [Augusta [=]  oria 22104 =l Qiidtocator  aprnt

Protection Information Table | Graph ‘

Intended Use [Haying ® Graph View  Chart View
Indemnity Values
Productivity Factor (%): 100

®
5|
Coverage Level (%): |90 =]
B

Insurable Interest (%) 100

Insured Acres: [100

Sample Year: [2011 E
z
H
E
g
3

Graph @ &

Type

0 Index Values @ Estimated Indemnities

Range:

stat (1948 [+] End 2012 [+]

Intervals:

®Jan-Feb @Feb-Mar ®Mar-Apr @ Apr-May @ May-Jun ®lun-lul ®Jul-Aug ®Aug-Sep ®Sep-Oct
Oct-Nov  @Nov-Dec
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Introduction to PRF Pilot Insurance Program

Finding Information about the Rainfall Index Program

USDA. tsstect szntes tpatmant ot agricumas
S isk Management Agency

Search RMA

[Enter search tent |50

Browse by Subject

Pasture, Rangeland, Forage

The United States currently camprises about 588 million acres of pasture and
rangeland and 61,5 millicn acres of bay land. The fellawing insurance
pragrams for pasture, rangeiand, and forage (FAF) utilize variaus indexing
systems to determing crop sondition. Also see livestek palicies and ressurces.

Frogram announcement: RMA Expands Pasture, Rangeland, Forage Insurance

¥ Actuarial Documents
b Bullling and Hanabocks
* Crop Policies and Pilots
v Do
b Fedural Crop nsurance
Corporation -

FCIC

s megunes ANk t0 the Decision Support Tool is available on the USDA
1 Lhwatock Pokcios RMA website, or you can go directly to the Decision Support
+ Rninsmres Ageaamaonts. TOO| a.t:

i http://agforceusa.com/rma/ri/prf/dst.

® Policy Prowisicns (FOF)

[- Grd 10 Lecstar, Cedision Supsert 1e8l, Histsrical Indices )

Vegetation Index (V1) - is based on the U5, Geslogical Survey's Earth

Bessurces Obenruation and Scoarncs (EROS) normalized diffarance vagetaten
Vi) data di
yreenness of vegetation

rom satelites observing long-term changes in
of the earth ssce 1989,

Introduction Using the Rainfall Vegetation Calculating

Scenario 2
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Introduction to PRF Pilot Insurance Program

Risk Management Profile:

Hagland Farms

RISK MANAGEMENT PROFILES

Rainfall Index-PRF helps manage
drought risk for Hagland Farms

oty @ AN o me .

Haggand  Farms found  own
e Jm and Carl Hagiea
ook Ol severs Mk marsage

mend sirainges for ine¥ Catte oporalion

The Hagands curenty operste win
245 scres of pashwe and 75 acres
of hay in Hghland County. Aboul 0
percent of B forage © leased from
Ty peoperty owners. The balince
owrsia

om0 "

Bury hary o suppiement exising hay
production. This cousd be exgensive

Hol gl shralemey are

[P St
BaMinederes S0
) e Fesk Managemest Agancy

LW v 1833 gy

1 ] e S £ AL Y e

+ A aodtional passue. Unforunate:

I s option = cffout 10 acheve
and_expensive due 1 e Mok of
localy  ivasate  pashre. W
aagtcn, ihe Hagands proier 1o
keep e cows cose i ol B
mieTe caNg Joanes. wiywand

and Foad NazaNTs. 0 10 keep

e coming prodacton year Lale summes

and earty fall weater had been very oy«

B0 ey i T et ATy O
k0 Fot o

The Hagands are o

Serc e calves 10 3 cusiom feed
a0 O [Ust 568 e ey, WaIl higny
food peices, aoded gan & Mely not
N economically AppeIlg Sokdion

orsidenng several
options. for addiessng production A - Use  Be

L mew  Faifal  index
Parsture, Fangetand, Forage {RI-PRF)

o e ot st e .
e g e
=y - P At e e s

!I.! : s Aoy v
:

ST

Insuring Success for
Wyoming Agriculture 2006
[

isk Navigator

'STRATEGIC RIS MANAGENENT

Insuring Success for
Wyoming Agriculture 2006

Taxes for Agricultural Enterprises Course

Understanding
Financial Performance

9/6/2012
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