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About the Project AAnLLo ic

CONSULTING LLC

This project was made possible by a grant from the USDA Risk
Management Agency, Risk Management Education Program.

In accordance with Federal law and U.S. Department of Agriculture policy, this institution
Is prohibited from discriminating on the basis of race, color, national origin, sex, age, or
disability. To file a complaint of discrimination, contact USDA, Office of the Assistant
Secretary of Civil Rights, Whitten Building, 1400 Independence Ave., SW., Washington,
D.C., 02050-9410 or call 1-866-632-9992 Toll Free; or 1-800-877-8339 Federal Relay
Service; or 1-800-845-6136 (In Spanish); or 1-800 795-3272 between the hours of 8:30
am and 5:00 pm Eastern Standard Time; or (TDD) 720-2600. USDA is an equal
opportunity provider and employer.




AgriLogic Consulting AﬁLogic

CONSULTING,LLC

e Agricultural economic and insurance consulting firm

* Over 250 years combined experience in crop insurance

research, program development, expert review, and
administration

 Completed more than 50 projects for USDA-RMA, since 2001

This is an Agrilogic Consulting, not an

AgrilLogic Insurance Services, project....
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5 RECORDKEEPING:
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sustainability’in’agriculture



A

AgrilLogic

CONSULTING LLC

COSTS PRODU&TION

Ma/naglng Expenses
’ .\ <4 s’

d on Yo”ur Farm
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Avocado Example Assumptions AgriLogic
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60% organically produced avocados

\

40% organically produced mangos

S

Establishment expenses amortized over 30
EELS
\3
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$13,860

Income per Acre Above Total Expenses

Yield (lbs/acre)
S/lb 7,400 8,400 9,500 10,500 11,600 12,600 13,600
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* The possibility that something BAD will happen in the
future.




Three Types of Farm Risk
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Production Risk - Anything that negatively affects the quantity

or quality of your production.

Market Risk — Anything that negatively affects the price you

receive for your product.

Financial Risk - Having the ability to pay your cash obligations

in a timely manner, to obtain capital and financing, and to
protect or grow your equity.
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Three Components of Risk AgrilLogic
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1. How often will the event happen? (FREQUENCY)

0 Canldo anything to reduce the chances that this event will happen? NO

2. How bad is the event going to be? (SEVERITY)

L Can | take action to reduce the negative consequences if this event happens? (windbreaks,
IPM management, price contracts, etc.) YES

3. How much is a bad event going to cost me?

O Can | protect against the financial loss this bad event is going to cost my farm in terms of
lost yield or revenue and ensure that | can remain in business regardless of the frequency
and severity? YES

Purchasing crop insurance is one way to manage
the risk associated with Question #3.
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What is Crop Insurance? AgriLogic
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A risk management tool that producers purchase to protect
against the loss of crops due to natural disasters such as hail,
drought, freezes, floods, wind, fire, insects, disease, and wildlife,
or the loss of revenue due to a decline in price. Crop insurance is
Federally supported and regulated and is sold and serviced by
private-sector crop insurance companies and agents.

2014 U.S. Crop Insurance Statistics — Source: NCIS

e.ea,
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Subsidy Factors AgriLogic
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Coverage CAT Buy-up
cL CAT 50% 55% 60% 70% 75%
Subsidy 1.00 67 64 64 59 55
 EXAMPLE:
‘ Coverage

— 65% coverage level Level

— 59% subsidized

— You pay 41% of premium \

— At 0.5% rate, farmer paid Subsidy 4

premium rate would be 0.2%




Actual Production History (APH) A
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e Covers YIELD losses due to
insured causes of loss ONLY

* Also referred to as Multiple Peril
(MPCI)

* |nsured causes of loss:

— Weather, disease, insects, fire,
earthquake, tsunami, volcanic
eruption, wildlife, failure or irrigation
water supply, destroyed trees that
have been infected by a disease if
authorized

-~
&-“w ‘,.‘t: 3 "‘:‘\i\ '.
Coffee

* Uses your average vyield to
determine “approved yield”
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e Can purchase in addition to or independent of fruit policy
* Hawaii Tropical Fruit Tree Program

— Covers coffee, papaya and banana trees
— Per Tree Basis, Priced by Stage (Age)

— Comprehensive Tree Value Endorsement (CTV)
* Coffee and papaya ONLY

* OPTIONAL additional coverage that allows the producer to insure the lost future
revenue until replacement tree is producing at level of destroyed tree

— Occurrence Loss Option (OLO)
* Coffee trees only
* OPTIONAL additional coverage for allows producer
to be paid on smaller, more frequent losses (3% trigger) |

* Mac Nut Tree Program

— Dollar Amount Per Acre
— No CTVE or OLO




Whole Farm Revenue Protection A _
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* Umbrella revenue coverage for all covered crops on a farm

— Eligible crops include fruit, veggies, livestock, eggs, honey, etc.

* Coverage based on allowable (farm) revenue

— Lesser of 5-year average from Schedule F, or current year’s expected
revenue

* |Improvements to program target:
— Highly diversified farms; and
— Farms selling 2-5 commodities to wholesale markets

Good news for Hawaii!
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 Coverage levels are 50-85% at 5% increments; NO CAT
- Eligibility for the 80 and 85% coverage levels requires 3
commodities
e 2+ qualifying commodities = WFRP higher subsidy factors

Coverage Level 50% 55% 60% 65% 70% 75% 80% 85%

Whole-Farm Subsidy-Qualifying

0 0 0 0 0 0
Commodity Count: 2 80%| 80%| 80%| 80% 80% 80%

Whole-Farm Subsidy-Qualifying

[0) 0] (0) [0) [0) (0) 0)
Commodity Count: 3 or more 80% 80% 80% 80% 80% 80% 1%
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Quick Estimate CE0401
Quick Criteria Coverage Producer
* Commodity :|Whole Farm Revenue Protect| v | Level Paid
* Commaodity Year :|2[]1 5 .
* State :[Hawaii 15 Premium
* County : [Hawaii 001 50% $70
* Type :|Calendar Year Filer 670
* Practice :|No Practice Specified 997 55% $91
Individual Coverage o
Whole Farm Revenue Protection 76 60%’ $120
* MPCI Liability ;[0 o
* Allowable Revenue 1 2009: 36000 65% $155
2010:32000 7 (o) 2
2011:23000 OA) S 09
2012:42000 75%
20132:23000
= Commodity Values [~Select A Commodit|v] Add | 80%
Add Multiple Remove All
Commodity Total Value Delete 85%
3 crops allows up Lettuce 0604 :[11000
to 85% CL Mango 0984 (112000

Sweet Potatoes 0085 (M) : (10200 ®

Get Estimates rma.usda.qov/apps/costestimator



http://www.rma.usda.gov/costestimator

DARTS Software AAnLLo ic

CONSULTING LLC

— -
DARTS Diversified Agriculture Revenue Translation S3

> AT

Assisting diversified agricultural producers hit the target in maintaining sound ﬁnancml records.

i

'5-'

e S I )

Providing Solutions
What Is DARTS ’ Tomorrow’s risk management problems addressed tog

DARTS Tutorial

DARTS Software

What is DARTS? |

The Diversified Agriculture Revenue Translation System (DARTS) is a downloadable software application that has
been specifically designed to assist the American agricultural producer in maintaining sound financial records and
ease the admlnlstratlve burden of pamCIpatlng in the Whole Farm Revenue Protectlon WFRP) or crop lnsurance

——————— MNARATE .20 . o
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e FG&C - Field Grown and Container

* Eligible Plant List (contained on USB)

e Uses Plant Inventory Value Report (PIVR) to determine value of
insurable plants

— Optional Endorsements
* Peak Inventory Endorsement, Rehabilitation Endorsement

$100,000 Plant inventory value $100,000 Field market value before loss
x 65% coverage level - 550,000 Field market value after loss
x 100% Share $50,000 Value of loss

$65,000 amount of insurance - $35,000 Deductible

$15,000 Indemnity
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One of the fastest growing segments of U.S. agriculture

* RMA currently provides coverage for:
— Certified organic acreage (OC);

— Transitional acreage (OT) (organic farming practices are being followed
but does not yet qualify as certified organic acreage); and

— Buffer zone acreage

* Insurance only provided if an organic premium rate is provided
in actuarial documents

— Coffee, Bananas, Papayas, and Mac Nuts all have OC and OT rates
— Hawaii Tropical Fruit Trees and Mac Nut Trees also have OC and OT rates

e More info can be found at RMA’s website:

www.rma.usda.gov/news/currentissues/organics/



http://www.rma.usda.gov/news/currentissues/organics/
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 Someone who has not actively operated and managed a
farm or ranch as an owner-operator, landlord, tenant or
sharecropper for more than 5 crop years

e 2014 Farm Bill Benefits:

— Additional 10 percentage points of premium subsidy during first
5 years of farming

— Exemption from $300 administrative fee for CAT coverage

— Ability to use the production history of entities where they were
previously employed or helped to manage

— Anincrease in the substitute Yield Adjustment, which allows you
to replace a low yield due to an insured cause of loss, from 60 to
80 percent of the applicable transitional yield (T-Yield)
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A group whose members have been subject to racial, ethnic
or gender prejudice because of their identity as members of
a group without regard to their individual qualities

— American Indians or Alaskan Natives, Asians, Blacks or African-
Americans, Native Hawaiians or other Pacific Islanders, Hispanics and
women

* FSA makes and guarantees loans to eligible individuals and
entities who are part of a minority group to buy and operate
family-size farms and ranches




Limited Resource Farmer or A
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* Limited resource farmers and ranchers are those who have
direct or indirect gross farm sales:

— Not greater than $176,800 in each of the previous two years; AND

— Total household income at or below the national poverty level for a
family of four, or less than 50% of county median household income
in each of the previous two years.

» Hawaii County $34,176

* Producers may visit the USDA Limited Resource Farmer and
Rancher website at www.lrftool.sc.egov.usda.gov/ and use
the online Self Determination Tool to find out if they meet
the requirements



http://www.lrftool.sc.egov.usda.gov/

Conservation Compliance

2014 Farm Bill requires compliance
with Highly Erodible Land
Conservation (HELC) and Wetland
Conservation (WC) provisions to be
eligible for certain USDA benefits
including farm loans and crop
insurance subsidies

To be in compliance for crop
insurance subsidies, you must
complete FSA Form AD-1026

Necessary for annually tilled and
perennial crops

Submit completed forms and direct
any questions regarding this form to
local FSA office
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Contacting RMA A
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e
Davis Regional Office
430 G Street, Suite 4168
Davis, CA 95616
Telephone: (530) 792-5870
Fax: (530) 792-5893
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Brandon McDonald . Policy Analyst
 (913)982-3965
* bmcdonald@agrilogic.com

AgriLogic Consulting

e www.AgriLogicConsulting.com

e hawaii@agrilogic.com
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