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The introduction of Revenue Insurance contracts began
with crop year 1996. The two contracts offered are Income
Protection (I1P) in selected counties and Crop Revenue Cov-
erage (CRC) that is offered statewide.

Both contracts are aternatives to the traditional MPCI
contracts and growers receive all of the MPCI subsidies if
they buy either IP or CRC. However, growersdo not receive
any additional subsidiesand growersmust pay the cost of the
unsubsidized additional coverage.

Premiums are higher for CRC than MPCI and in most
cases|Ppremiumsareless(Tablel). Thelower |Ppremiums
are caused by no unitsand lower indemnity payments when
market prices increase.

Market Price: Price used to set the minimum revenue
guaranteeis based on 100 percent of the average August 15,
1998 to September 14, 1998 closing prices for Kansas City
Board of Trade (KCBOT) July 1999 wheat contract. CRC
harvest price is based on 100 percent of the average June
1999 closing pricesfor KCBOT July 1999 wheat contract. | P
and CRC indemnity payments are based on a calculated

harvest price that may be higher or lower than a grower’s
local elevator price. If the harvest priceis higher, then CRC
coverageisautomatically increased and therevenueto count
issubtracted from the higher guarantee to determineindem-
nity payments.

IP uses 100 percent of the August 15 to September 14,
1998, closing prices for Chicago Board of Trade (CBOT)
July 1999 wheat contract. The harvest priceis 100 percent of
the June average closing prices for July 1999 CBOT wheat
contract. If harvest pricesincrease under IP, it will requirea
larger yield loss to trigger any payments. For example, a
$5.00 futures priceon a65 percent | P contract would reguire
a59 percent yield lossto trigger apayment, while MPCI and
CRC would require a 35 percent yield loss.

Coverage: Coverage is set at 50, 55, 60, 65, 70 or 75
percent of the individual grower’s projected revenue based
onyield history and expected market price. Coveragelevels
of 80 and 85 percent is available in selected counties.

NoPriceGuarantee: Neither IPor CRC guaranteeprice.
Itispossibletohaveapricedeclineand still meet therevenue
guarantee because of higher yields.

Tablel. Example: Premium and Indemnity Payment for Wheat in Reno County (2000)

MPCI CRC High Price CRCLowPrice IPHighPrice IP Low Price
Average Yield for Insurance 40 40 40
X Coverage Level 65% 65% 65%
= Bushelsper Acre Yield Guarantee 26
X Wheat Price Election $3.15
Projected Market Price! $3.34 $3.18
Minimum Revenue Guarantee $86.84 $82.68
= Liability (Total Coverage) $81.90 $138.84 $82.68
Effective Rate per $100 4.62% 6.68% 4.5%
Gross Premium per Acre $4.27 $5.80 $3.72
Subsidy per Acre $1.78 $1.78 $1.55
Farmer Paid Premium? $2.49 $4.02 $2.17
Indemnity Payment
— LessCurrent Year's Crop (bu) 15 15 15 15 15
= Bushel Loss per Acre (bu.) 11
% Price Election $3.15
Harvest Market Price $5.00 $2.50 $4.041 $2.44
Final Revenue Guarantee $130.00 $86.84 $82.68 $82.68
Less Revenue to Count $75.00 $37.50 $74.10 $36.60
= Indemnity Payment per Acre $34.65 $55.00 $49.34 $8.58 $46.08
— LessPremium $12.49 $4.02 $4.02 $2.17 $2.17
= Net Indemn.ity Payment per Ac $32.16 $50.98 $45.32 $6.41 $43.91

1The CBOT averaged 6.4 cents less than KCBOT and IP uses 100% of the CBOT average price during June.
2 A 30 percent discount is pending in Congress.
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REVENUE INSURANCE WORKSHEET
Analysis of Per Acre Net Cash Flow

Crop:
Situation:
Disaster Year Your Farm
Reno County
High Prices
MPCI CRC IP MPCI CRC IP

Insurance Insurance Insurance Insurance Insurance Insurance
Projected Crop Salesand Other Cash Tnffows:

1. Enter Yield per Planted Acre.........cccoenee 15bu 15bu 15bu
2. Enter Expected Market Price..................... $ 470 $ 470 $ 470 3 $ $
3. Expected Sdles: Line1 x Line2................ $ 7050 $ 7050 $ 7050 $ $ $
4. Enter Other Receipts

(FAIR payments,* sraw, €tc.)................ $ 1454 $ 1454 $ 1454 3 $ $
5. Tota Receipts: Line3+Line4................. $85.04 $ 8504 $85.04 $ $ $
MCPI Premium:
6. Enter Insurance Yield ......ccooeveveeiiiiencnnene 40 bu. 40 bu. 40 bu.
7. Enter Level of Coverage .......coccoovvevevreenee.

(0.50, 0.65, OF 0.75) ..cvererereeeereeenes 65% 65% 65%
8. Price Election/Harvest Pricé..................... $ 315 $ 500 $ 318 $
9. Coverage: Line6 x Line7 x Line8 .......... $ 8190 $13000 $ 8268 $
10. Effective Premium® ..........cccoccerrncienene 3.04% 3.09% 2.62%
11. Insurance Premium: Line9 x Line 10 ...... $ 249 $ 402 $ 217 $
Projected Crop Cash Requirements:
12. Enter Preharvest Cash Operating Expense $ 5656 $ 5656 $ 5656 $ $ $
13. Enter Harvest Cash Expense per Acre....... $ 1360 $ 1360 $ 1360 $ $ $
14. Enter Expenses/Bushdl ($0.24 x Yidd)®.... $ 360 $ 360 $ 360 $ $ $
15. Enter Debt Service, Family Living, and

Other Fixed Cash Requirements®...... $ 7242 $ 7242 $ 1242 3 $ $
16. Total Cash Requirements:

Line12+Linel3+Linel4+Linel5. $14618 $ 14618 $14618 % $ $
Projected MPCI Payment Recelved:
17. Enter Bushel Guarantee or Harvest Price’ 26 bu. $ 500 $ 494
18. Enter Lost bu./Revenue to Count

Linel7-Linel/Linel7 xLine1l....... 11 bu. $ 7500 $ 7410
19. Net Insurance Payment Received:

(Line18x Line8) - Line11

OrLine9-Linel8-Linell ............... $ 3216 $ 50.98 $ 641
Net Cash Flow:

Line5-Linel6+Linel% .................. $-2898 $-1016 $-5473 % $ $

1FAIR payment not subject to priceor yieldrisk. 2Priceel ectionsfor cropinsurancearecrop-specified and farmer smust sel ect a pricebetween
the minimum and maximum price. |P revenue prices are based on 100% of CBOT and CRC is based on 100% of KCBOT price. KCBOT
averaged 6.4¢ higher than CBOT. S3Effective premiumrate isadjusted for coverage. “Obtain crop expense estimates from your records or
KSU crop budget guides. Use only cash expense because thisis a cash flow and analysis. *Cash expensesin the KSU crop budget guide are
based on a yield of 40 bushels; with a low yield some harvest costs, such astrucking and storage, decline. 8KSU guides do not include cash
flowfor familyliving. Dryland cropfarmers’ grosssalesaverage $156,000, whichwould reguire 1,100 acresof 40 bushel sof wheat per acre.
Average family living costs are $29,322 divided by 1,100 acres= $27.06. Total fixed cash $45.36 (KSU guides or records) + family living
of $27.06. Debt |oad, off farmincomeand/or livestock enter priseswill affect cash requirements. “Revenueto count isbased on theindividual
farmer’ syield and the CBOT or KCBOT price depending on the contract. Revenue | nsurance does not guarantee price. 8Net cash flow was
used for the analysisbecause normally afarmwill not be profitablewhen a crop disaster occurs. Thefarmer’ sshort-termstrategy isto cover
cash flow requirements.
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