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Categories of Insurance

There are three broad categories of RMA
approved insurance products:

1. Yield Insurance pays indemnities when per
acre yields are low

2. Price insurance pays indemnities when per unit
output prices are low (currently this type of
insurance is available only for'certain classes of
livestock).

3. Revenue insurance pays indemnities when per
acre revenue (price X quantlty) Is low or when
whole farm revenue is low due to losses in
production and declines in product quality and
price.
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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.
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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.

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
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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.

Introduction to PRF Pilot Insurance Program

PRF Program Availability for 2012
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.

2012 and Succeeding Crop Years - Pasture, Rangeland, Forage Availability
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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 e

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

to insure.
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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.

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.
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Introduction to PRF Pilot Insurance Program
Using Grid Indices

The expected grid index is compared to the final grid index. Producers

may

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

receive an indemnity if the actual final index falls below the

' Coverage
ger Grid Index L]

E (100 x 75%) Actual

V. Grid Index
Actual result during
the index interval was

by lower than expected,

- so an indemnity may
o be paid.

Expected
Grid Index

Introduction to PRF Pilot Insurance Program

Key

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 ...

Characteristics of PRF

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. o &

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.
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Introduction to PRF Pilot Insurance Program

Property that Extends Beyond the Grid Area

» Aproducer 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.

Introduction to PRF Pilot Insurance Program

Important Dates
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Introduction to PRF Pilot Insurance Program

Flexible Risk Management Strategies

b 2
The PRF insurance program is one more option for farmers and ranchers to

manage potential losses.

Agricultural operations can choose PRF insurance:
* 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

LGM GR-Lite

Livestock Gross

NAP

lon-Insured CROP DISASTER
Assistance Program

LRP

Livestock Risk Protection

|
i

R

Main Menu
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o
Introduction Using the Rainfall Vegetation Calculating

A . taPRF Grid Locator Index: Tdex: W
. G B | SR G

Scenario 2
L

2/17/2012



Introduction to PRF Pilot Insurance Program
Evaluating PRF for Yourself

Producers can use online decision tools to analyze and evaluate the
PRF insurance program as a possible risk management strategy.
Exploring different historical scenarios may help a producer make

better decisions about PRF insurance.

Using the Grid Locator

Enter a Location to Find

Grid Locator ... Sanch
[ A —

4 Rt Grde: B St O

 Vepetaon Labelr: [ Labai: 0

Marker info; [F] | Gosglebaps | Prd

7. Choose gnd ool to vew data g | (S0
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Using the Grid Locator

Enter a Location to Find

Grid Locator .., cccr

Grde: B St O
Labelr: [ Labai: 0

Marker Infn; [F] | Goegleblaps ¥| Prrd

Using the Grid Locator

Find the Property

ety ] Couen: ]

Ut Vegetaen e Labels: [ Labels: ]

Murker infat [ Ocopensgs @ Bl

21801 tacopten EEL LT S

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
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Using the Grid Locator

Display the Grid Outlines and ID Numbers

Display Checkboxes

To see the borders of counties

and grid areas, select
¥'Counties (blue outlines)
v Grids (red outlines)
v'Labels (red numbers)
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Introduction to PRF Pilot Insurance Program
How the Rainfall Index is Established

The PRF Rainfall Index:
e 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.

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.

2/17/2012
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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

a g Graph
is calculated for each two-month interval Trap
ipe
in a twelve-month period. @ Index values ¢ Estimated Indemnities
Range
Start | 1948 'I End |2009 =
The index is the ratio of interpolated fntervals
W JjanFeb W Feb-itar W mar-apr
precipitation to expected average F apritay B may-oun W aun-ul
I Jul-aug M osugsep M sep-oct
(normal) precipitation. The index is F octNov W Nov-Dec

expressed as a percentage.

Introduction to PRF Pilot Insurance Program

Finding Information about the Rainfall Index Program

USDA. tsstsct szntes tupatmans ot agricumas
S sk Management Agency W

Search AMA

[Enter search tet | 50

Browse by Subject

b Actuarial Documents
I Bullaling and Handbocks
¥ Crop Policies and Pilots
» Onsa

F Fedural Crop nsurance
Corporation - FCIC

S Alink to the Decision Support Tool is available on the USDA

cn scves of hay land. Ihe fallawing insurance
ngeland, and forage (FAF) utilize variaus indexing
ap condition. Alse s stecs: policies and resources.

Frogram announcerent: FMA Expands Pasture, Rangeland, Forage Insurance

1 Liwatock Pokeios RMA website, or you can go directly to the Decision Support
h:m"“‘""‘"" Tool at:
http://agforceusa.com/rma/ri/prf/dst.

8 Policy Prav

1ens {PCF)

[' Grid [0 Locator, Cecision Support Toel, Mistarical [ndices )

Vegetation Index (V1) - is based cn :r-e .

Geslogical Survey's Earth
malizac diffarance vagetatian
tes ob;: rving long-term changes in
mce 1989,
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Introduction to PRF Pilot Insurance Program

J a For A ]
Decision Support Tool

Pasture, Rangeland, Forage

— - h Pomtan  fad P Psdwe  Actad
g " Rateper Promm  Subssy  Prommn e Ty e
0 e (acs (hace)

L] Step 1: Select a Location

o & v State

: v/ County
= ¥ Grid ID (longitude and latitude that best represents
T oo the location of the acreage the producer wants to
e - insure. A specific code is associated with each grid)

fﬂ: ;}5» -~ See the Grid Locator module to learn more about how

e wese to locate the specific grid ID numbers for your

—

o

Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool
_ I —
Decision Support Tool

Pasture, Rangeland, Forage

\ Step 2: Select a Crop Type to Insure (two
& choices)

‘;fa.i’: 1. Grazingland (area of forage established on
land suitable and intended for grazing

. Bt s livestock)
o = /7.0 2. Hayland (established area of hay on land
prseit o | oignire suitable and intended for haying)

Marden - Janaa
AopBap - BapOn




Introduction to PRF Pilot Insurance Program

AT RN
Demsmn Support Tool

geland, Forage

Using the Rainfall Index DeC|S|on Support Tool

Proean  Tod Fronmm Pradwe
P v vk nq.ﬂu Ralap ek S Plembm ek
(hacis) _ chacie)  ihaial ekoe

Aok ety

fwem Step 3: Select a Coverage Level

» Percentage of the county base value selected for
] insurance coverage: 90%, 85%, 80%, 75%, or
Rarge 70%

.o Producers are required to insure all grids in a
county at the same level

Ty ' [ W4 got0  gamo wmoe 415 saoo
(= 1M 080 s00 Wod w0 o

- w ware e arne a0

w

Introduction to PRF Pilot Insurance Program

Using the Rainfall Index DeC|S|on Support Tool

g J FTIE T EWTF[ ]
Demsmn Support Tool

Pasture, Rangeland, Forage

for the grid

the grid)

Step 4: Select a Protection Factor

» Reflects the operation’s forage productivity
relative to the average forage productivity

e Varies from 60% to 150% (100% would
mean the operation’s forage productivity is
similar to the average forage productivity for

2/17/2012
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool

J AT RN
Demsmn Support Tool

Pasture, Rangeland, Forage

R . B i B T
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sty
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dinfes [] »” “wr o000 o 008 (:13 oo

Eotedp

MaeAp 0

o Step 5: Select a Producer Share

* The operator’s share of forage production on
the insured acreage

* Owner/operators’ shares are likely to be 100% I .

Rarge

£ End

ntare
Jenlet C Fabum  Maeam
Mgty M s

arrangement will be 50%

Oshy - NowDe

» Producer’s share on a 50/50 crop share L

Introduction to PRF Pilot Insurance Program

Using the Rainfall Index DeC|S|on Support Tool

g J FTIE T EWTF[ ]
Demsmn Support Tool

Pasture, Rangeland, Forage

R . B i B T

e | o
- - Premman Totat Fromman  Predes Aot
ol e vl vl el
- e ® ® (T3] s000 200 [T a5 gane
" Lol ~ Fie iy [ LEL B T "o 0o T T
e 0 My 0 475 nun s 218 (e w0 w0
o s—
w
e o m Step 6: Enter the Number of Insured Acres That

Qualify for Coverage

e Insurable acres are determined by policy provisions

« Allinsurable acres do not have to be insured

e T T X
foim e e e Producer chooses the number of acres to be insured

* Uninsurable acres possess characteristics
_ precluding grazing or hay production

2/17/2012
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index DeC|S|on Support Tool

J £r- -
Decmon Support Tool

Pasture, Rangeland, Forage
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= Insurance Coverage
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index DeC|S|on Support Tool

Decmon Support Tool

Pasture, Rangeland, Forage

Step 8: Enter Acres to be Insured Per Index

. Interval

?_D“ « Select appropriate intervals to protect against
- T production losses
runoekn 0 Each interval consists of two consecutive months %
e e =T “ At least two index intervals must be insured oy

Selected intervals cannot overlap

The maximum number of insured acres in a
single interval as a percentage of total insured
acres may be limited

e o o o

IndesVaes  Evimated indernses

Z,’ - ——— « Not all acres are required to be insured for the
i i same intervals. Insured acres can be insured in
e e e | | different intervals.

Mgy Marden  dread
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool
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Using the Rainfall Index Decision Support Tool
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Using the Rainfall Index Decision Support Tool

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

Introduction to PRF Pilot Insurance Program
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Introduction to PRF Pilot Insurance Program
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Introduction to PRF Pilot Insurance Program

Using the Rainfall Index Decision Support Tool -
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Using the Rainfall Index Decision Support Tool
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Using the Rainfall Index Decision Support Tool

Decision Support Tool
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Using the Grid Locator

Find the Property

Grid Locator ...

Fustare Sangrimd, (oge

GrdiD: 70

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
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Using the Grid Locator

Display the Grid Outlines and ID Numbers -
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Display the Grid Outlines and ID Numbers -
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Using the Grid Locator

Display the Grid Outlines and ID Numbers
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Display the Grid Outlines and ID Numbers -
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Using the Grid Locator

Display the Grid Outlines and ID Numbers -
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Using the Grid Locator

Display the Grid Outlines and ID Numbers -
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Using the Grid Locator

Display the Grid Outlines and ID Numbers -
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Using the Grid Locator

Virginia Rangeland Insurance History
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Using the Grid

A Risk Management Agency Fact Sheet

Rainfall Index Pilot Program

Movernber 2010

1 retim a total estinaate for the grid The dats st
is the "Unified Rain Gauge Dataset” sad goes
thromgh & rigorous set of quality conrol checks
by Climete Prodictis cluding checks e y:;’.'-‘.‘:;*w»,.
for extremne vabaes, comparmsons of chscrved
amousss amoeg nearby wessher da sorces,
sarellite data, and somparisons i NEXRAT dam, |=‘l “Paton arsy s
The outeome is a composite value far the
entire grid that cannt be traced 1o 3 single
palst ar data set

The Risk Masmagement Agency w odfering
pilot Basic Provisions for the Ralrfall Index.
These Hasic Provisions replace the Group Risk
Plan Basic Provisions for Rainfal
insurane programs such s Pas
Forag iz

ational Oceanic
and Atmospheric Admsnissratson (NOAA)
Cliznase Prediction Center dama. The daabase is

The Rainfall Index is based on

Thereare o differen cop plicies

Sysiem and Analysis” and

contains data from 1948 o the presest, Miiiple
data sets, including weather, satellits, and radar
data, are interpolatad to 0,25 degrees latitude by
0,24 degrees longinade grids that smooch the das
and address the problem of extresne variability of
individual data sets and basis nisk which results
froms being Far fram a precipitation data input
soures, [ osses are ealeulated based on the
deviation from nonal precipitation foe the grid
and index intervalis), This insurance coverage is
for a single peril—lack of rai. Coverage i based
on the experience of the extire grid, and NOT
individus] farms ar ranches or specific weather
wasions in the general area.

I
sined

The peecipitation data used for the Rainfal

pilot prograns is data developad and m

by NOAA, Climane Prediction C cmcr. o is
y many government agencics and private

entities. This data does nes reflect

the precipisesion anwsmts measured &1 a specific

westher staticeds) within 3 grven grid, The dua is

validated and reflects a smoothed result

of nearby weather, radar, and satellite estimaces

Ra_nrall Index Basic Provisices. The Rainfall
Index Basic Pravisions and the speific crop
provisions, akong with other insarance
documents, such a5 pesupnial docaments, sagether
ke up a complete insurance program. The
program is availabie in six regions across the
country 0 test the Raingall Index in variows
clisnates, s and weather ¢ pes: the wanm
and husid Southeast, the cool asd hunid
Northeast, the Northem Greas Plams, the
Southern Gireat Plains, the semisarid Southwest,
and B intermountain region of the Narthwest,

This insurance plas is designed 2s 2 risk
anagement tool o insure spainst o decline in
the Rainfall Index for a grid. I is passibie for
policyholders o have low production o low
pree imsured acreage and not
receive an indenunity under the Rainfall Index
plan of insurasce. The ondy insurabie cawse of
lows Far an Rainfall Index policy bs having
fimal grid imdes bess tham the trigger grid
Index. Begause the program is designed for

rs whase productios asd precipistion

Fe bt ilmabon
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Scenario 1

Cheyenne County, CO

* 2,492 acres (16 quarter sections) in
non-irrigated crops (wheat/fallow,
Production millet)
details 1,240 acres in grazingland
(60 cow/calf pairs)
20 acres of homestead
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Rainfall Index

Knowledge Check

What are the key differences between PRF rainfall index insurance and PRF vegetation index insurance?
Drag and drop the characteristics below info the correct column.

ﬁk .’.f_..
PRF Rainfall Index b e e PRF Vegetation Index -

precipitation data

Uses data from satellite imagery to
measure greenness

Uses a 0.25 degree gridded area

Uses 34.8 X 4.8 mile grid

Data is gathered from weather stations,
satellite, and radar

Measures the density of photosynthetic
biomass on the ground E

Available in Wyoming

Disaster Assistance Programs

» Supplemental Revenue Assistance (SURE)

» Livestock Forage Disaster Program (LFP)

P

» Livestock Indemnity Program (LIP) -’

* Emergency Livestock
Assistance Program (ELAP)

Profitable & Sustainable UNIVERSITY SN
ACBIL T DAl CVeTERAC OF WYOMING A
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SURE Program

* Provides disaster assistance to farms/ranches:

— In a county where a disaster is declared by the Secretary of
Agriculture, or

— In a county adjacent to a declared county, or
— Have experienced a farm wide crop loss in excess of 50 percent
of expected production
* To be eligible, producers must buy crop insurance or
Non-insured Disaster Assistance Program (NAP) for
all acres of economically significant crops

* An eligible farm/ranch disaster payment is linked to the
dollar amount of crop insurance coverage the farm
obtains

s T v UNIVERSITY e

Livestock Forage Disaster Program (LFP)

* Provides compensation to eligible livestock
producers who have suffered grazing
losses due to qualifying drought or fire

* To be eligible, producers must purchase
rangeland insurance or Non-insured
Disaster Assistance Program (NAP) for
all forage acres

2/17/2012
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Livestock Indemnity Program (LIP)

* Provides payments to eligible livestock owners
and contract growers for livestock death
losses in excess of normal mortality due to
adverse weather

* Does NOT have a risk management purchase
requirement for program benefit eligibility

* Payments are based on eligible losses due to
adverse weather conditions

s T v UNIVERSITY e

ELAP Program

 ELAP covers losses NOT covered under
other disaster assistance programs: SURE,
LFP, or LIP

e Payments are limited to $100,000 per year
per person or legal entity, a combined limit
with SURE, LFP, and LIP

A o VLT LUNIVERSITY e

2/17/2012
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ELAP Program cont.

e Covered losses include:

— Grazing losses due to adverse weather or eligible loss conditions

— Loss of forage or feedstuffs raised by livestock producers

— Cost of transporting additional feed to eligible livestock

— Costs of purchasing additional feed above normal quantities

— Payments for death loss above normal mortality rates

— Loss of feed intended for honeybees or farm-raised fish.

— Honeybee colony or hive losses due to colony collapse
disorder

— Losses due to fish deaths from weather or eligible loss
conditions

— Livestock, honeybee or farm-raised fish losses that are not related
to adverse weather or eligible loss conditions

2 Sustainable lI

ELAP Program cont.

e ELAP has arisk management purchase
requirement:

— To be eligible for ELAP payments, producers on a farm or
ranch must purchase insurance for each insurable crop
excluding grazing land.

— For non-insurable crops, producers must purchase NAP
coverage when available, except grazing lands.

— Persons without insurance or NAP coverage may be
exempt from the risk management purchase requirement if
they are socially disadvantaged, limited resource, or a
beginning farmer or rancher

2, SLstainable u
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ST E Click or thevlinks to learn more about the authors:

= Ro'dne' L-Sharp =
.. John P. Hewlett
'Jef'fre E. Tranel

http://RightRisk.org

4 10lick fama,!:d:éfmwto continue. >

help glossary  resources » 1 ML S

Step 4: Determine
Risk Sources

LEGACY
~

34



2/17/2012

ﬁa&a P Hewlerr

@ abie & Susnat W:_;w(; LIN\VH(\HVQ‘;%I W Ruarloar. 3 69

+WYOMING Extension

35



