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Disclaimer
This presentation has been prepared solely for informational purposes and does not purport to be all inclusive or to contain all of the
information that may be desired by a recipient. None of the projections, data, statements, examples, materials or other information
(“Materials”) contained herein are or should be relied upon as a promise or representation (whether as to the future or otherwise). Portions of
the Materials include examples, projections and estimated or forecasted financial information that are forward looking statements. Such
forward looking statements are based upon hypothetical situations that are inherently subject to substantial and numerous uncertainties, as
well as unanticipated events and circumstances, that will inevitably result in some assumptions not materializing. Moreover, there is no
representation, warranty or other assurance that any of the projections, examples or forward looking statements will be realized.
Nothing contained herein is or should be construed as tax, legal, business, accounting or any other advice, and you should conduct your own
investigation and analysis of the information, projections, examples and other Materials contained herein and consult with your tax, legal,
business, accounting and other advisors. The Materials do not constitute investment advice. Ascension Insurance, Inc. and its related parties
and affiliates (collectively, “Relation”) make no representations or warranties, expressed or implied, as to the accuracy, fairness, correctness, or
completeness of the Materials and shall not be liable for the content of any of the Materials contained herein or omitted herefrom or from any
other written or oral communications transmitted in connection with this presentation, the Materials or any related matters. Relation makes
no representations or warranties, expressed or implied, guarantees, or conditions of compliance with applicable laws or regulations, and such
compliance is ultimately the responsibility of the recipient. Relation expressly disclaims any and all liability with respect to any actions taken or
not taken based upon the information contained in this presentation or with respect to any error or omissions contained in such information.
This presentation and the Materials contained herein are being furnished on a confidential basis and may not be reproduced, used or
distributed to others, at any time, in any manner, in whole or in part for any other purpose without the prior written consent of Relation. All
recipients agree they will keep confidential all Materials contained herein not already in the public domain. Receipt of this presentation
constitutes your agreement to be bound by the foregoing terms.

Crop Insurance
History
•

1930’s – Crop Insurance initiatives began due to impacts of Dust Bowl and
Great Depression

•

1938 – Federal Crop Insurance Corporation (FCIC) was established, limited
coverage offered

•

1980 – Federal Crop Insurance Act of 1980 passed
• Expanded program
• Subsidy applied to drive participation

•

1994 – The 1994 Act made participation in the program mandatory for
eligibility in other programs
• Catastrophic coverage (CAT) created
• CAT is fully subsidized, growers pay an administrative fee only
• Subsidy on other levels was increased

Crop Insurance Hierarchy

Funds the Crop Insurance Program

Regulates Program

Establishes Pricing, Rates, and Rules

Insurance Companies

Insurance Brokerage

Underwrite Policies, Handle Claims

Administers Crop Insurance Policies

Why Crop Insurance
What’s in it for the grower?
Financial security
• Protection against losses due to naturally occurring perils
• Ability to continue operating after a disaster

Ability to secure ag financing
Additional tax write-off

What is Covered

What is Covered

•
•
•
•
•

•
•
•

Adverse weather
Earthquake
Failure of irrigation water supply (due to a covered peril)
Fire
Insects, plant disease (unless insufficient or improper application of
control measures occurs)
Volcanic eruption
Wildlife
Price declines – based off policy type

What is NOT Covered
•
•
•

•

Adverse market conditions – based off policy type, some do cover this
Failure to secure labor
Improper pesticide application
Improper farming practices (not irrigating, not utilizing proper control
measures for disease and pests)

Common Coverage Types and Acronyms
MPCI – Multi-Peril Crop Insurance
Insurance for multiple naturally occurring perils
APH - Actual Production History
Production based policy using growers' actual production history,
maxed out at 10 years
• Insuring production losses, NOT revenue losses

Common Coverage Types and Acronyms
ARH - Actual Revenue History
Revenue based policy using growers
actual revenue history
• Insuring revenue losses caused by naturally
occurring yield and market declines

RP – Revenue Protection
Production and price decline policy using growers' actual production
history combined with commodity trade prices
• Insuring production losses combined with price declines on the PME or CBOT,
not the growers’ revenue

Common Coverage Types and Acronyms
WFRP – Whole Farm Revenue Protection
Revenue based policy using growers' actual
farm revenue history
• Insures revenue loss over the entire farming
operation (yield and/or market price declines)
• Uses growers’ tax forms and revenue
estimations to establish coverage
• Maxed out at 5 years of tax history

Other coverage options available, including coverage for livestock,
dairy products, nursery, and even aquaculture

Coverage Options
Growers select to insure between 50% and *85% (in 5% increments) of
their approved yield or approved revenue
• Coverage level determines how much of the grower's approved yield or
approved revenue is insured.
• All acreage of the same crop in a county must be insured at the same level of
coverage
• Some crops cap at *75% coverage

Yield/Revenue Per Acre X Coverage Level = Guaranteed Yield/Revenue Per Acre
E.g. 3,000 Pounds Per Acre X 65% Coverage Level = 1,950 Pounds Per Acre Guaranteed

Premium Subsidy
All coverage options have a premium “subsidy” applied, plus an
administrative fee per crop and county
▪ The premium is technically discounted for growers, there is no real “subsidy” applied to the
premium
▪ Administrative fee is $30 per crop, per county for all “buy-up” coverage options above the
Catastrophic (CAT) coverage

Premium Subsidy
Catastrophic (CAT) Coverage Option
•
•
•
•
•
•

Purchase instead of, not in conjunction with other “buy-up” coverage levels
Not available for revenue policy types
CAT guarantees 50% of a grower's approved yield
CAT pays 55% of the established insurance price for losses
CAT is not available for revenue policies, only production loss policies
The catastrophic (CAT) level of coverage is fully subsidized; growers only pay an
administrative fee of $655 per crop, per county

Establishing the Policy
Actual Production/Revenue History Database – Updated Yearly

Production
history for
all acres in
the unit

Establishing the Policy
Actual Production History/Revenue Database – Yield Adjustment (YA)

Establishing the Policy
Crop Insurance Premiums
Premiums assessed by:
•
•
•
•
•
•

Policy type
Crop and practice
County
Approved yield, with any options included
Coverage level
Insurance price:
• The established price set by the USDA, Risk Management Agency
• Optional: the contracted price, when available by crop type - not available for CAT level

APH Policy Example
Chardonnay, Sonoma Co.
80 Acres
10-year average yield is 5 tons per acre
Price per ton:

• $2,100 per ton – established insurance price set by USDA
• $2,500 per ton – growers contracted price

75% “buy-up” coverage selected

• 5 TPA X 75% = 3.75 TPA guaranteed
• 3.75 X 80 acres = 300 total tons guaranteed

Premium

• Base premium: $28,968
• Growers' premium after subsidy: $13,036

• Most policy premiums are billed and due in September

APH Yield Loss Claim Example
Unexpected Weather Event Occurs
Grower calls agent to submit claim within 72 hours of damage.
Adjuster and grower connect to do inspection prior to harvest.
Grower harvests crop, 200 total tons delivered to market.

300 tons guaranteed
- 200 tons produced
100 ton deficiency
X $2,500 price per ton
$250,000 claim payment

Standard Yield Loss Claim Example
Pistachio Quick Claim Example

300,000 pounds guaranteed
- 100,000 pounds produced
200,000 pound deficiency
X $2.10 price per pound
$420,000 claim payment

When to File a Claim
The policy states that a claim should be opened within 72 hours of potential
damage occurring/being discovered
• Multiple claims can be filed through the year

It is the grower's responsibility to contact their agent or the carrier to report
potential claims
• Growers should call or email their agent as soon as possible

Growers have no later than 60 days after harvest to file a claim
• Post-harvest claims often require additional documentation and paperwork
THERE ARE NO PENALTIES FOR OPENING A CLAIM – REGARDLESS OF THE OUTCOME

Important Dates
Contact a licensed crop insurance agent to discuss, not all insurance
brokers are licensed to sell crop insurance
•
•
•
•
•
•

November 20th – Citrus and Blueberry Deadline
November 30th – Avocado Deadline
December 1st – Pasture, Rangeland, and Forage
December 31st – Almonds, Pistachios, and Stonefruit
January 31st – Grapes, Walnuts, Cherries, and Tomatoes
February 28th – Rice, Cotton, and Whole Farm

There are additional insurable crops, these are just a few key crops

Questions?

Kristine Fox, Vice President
Ph: (559) 381-8981
Email: kristine.fox@relationinsurance.com
LinkedIn: https://www.linkedin.com/in/kristinefox23/

Risk Management Agency
https://www.rma.usda.gov/
Risk Management Agency Actuarial Information
https://webapp.rma.usda.gov/apps/actuarialinformationbrowser/
Pan American Insurance Services
https://www.relationinsurance.com/panamerican/

