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FARM INSURANCE 101

On A Farm Policy

Dwelling
Your dwelling listed on the policy is insured as long as it

is not used for commercial purposes.

Household Personal Property
If you live in the dwelling listed on the policy and an amount
is shown on the declaration page, your personal property
is covered as follows:
1. Household personal property owned by you and located
at the insured premises
2. Household personal property owned by you and while
temporarily away from the insured premises up to 10%
of the amount shown for Household Personal Property

Household Personal Property Not Covered

1. Animals, insects, birds or fish

2. Motor vehicles including their parts

3. Camping trailers, camper bodies, pickup toppers and
trailers

4. Recreational vehicles, including parts and tires

Special Limits on Certain Household Personal Property
1. $250 on cash, coins, coin collections, and precious

metals
2. $1,000 Securities, accounts, deeds evidences of debt,
notes, tickets, stamps and stamp collections
$1,000 on watercraft including their trailers
$1,000 cemetery markers
$1,000 for loss by theft of jewelry, silverware, goldware,
pewterware and furs
$1,000 antiques
$1,000 collectibles and fine arts
$1,000 for loss by theft of firearms
$2,500 on computer equipment
$2,500 on business property while on insured premises
$250 business property while away from insured
premises

Additional Living Expense

If an insured loss makes it impossible for you to live in the
dwelling, the insurance company will pay the reasonable
increase in your living expense to maintain your normal
standard of living while you live elsewhere. If the dwelling is
rented to others, than you will be paid your loss of normal
rents not to exceed the limit shown on the declaration page.
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Additional Coverage for Dwelling and
Household Personal Property

Debris Removal

1. The insurance company will pay reasonable expenses
you incur from a covered loss. The most the company
will pay under this coverage is 25% of the amount of
coverage on the damaged property.

2. If the damage to the covered property and the cost to
remove the debris is more that the amount of coverage
shown the insurance company will pay an additional 5%
of the amount of coverage on the damaged property.

Farm Buildings

The insurance company will cover your farm buildings located
on the insured premises when listed in the declaration page
with an amount of insurance shown. This includes perma-
nently installed equipment. These buildings must not be used
for commercial purposes.

Permanent Outside Electrical Wiring and Equipment
If an amount is shown on the declaration page, includes,
poles, switch boxes, fuse boxes, underground wiring, electri-
cal equipment mounted on poles on the described premises.
Electrical boxes attached inside of a building are insured as
part of that building.

Submersible Pump Motors
If an amount is shown on the declaration page, this coverage
is for well pump motors including attached electrical compo-
nents.

Farm Blanket

Farm Blanket insures your farm machinery, grain, livestock
and other personal property incidental to the operation of your
farm. Valuation for this type of policy is the market value.
The following type of property is not covered:

1. Turkeys, fish, birds, race horses and animals other

than livestock and poultry

2. Motor vehicles, recreational vehicles, watercraft, air-
craft, camping trailers, camper bodies, pickup toppers
or lawn or garden trailers, including parts and tires
Irrigation equipment, under this coverage
Windmills and wind charges, including their towers
Fences, corrals, pens chutes and yard fences
Permanent outside electrical wiring and equipment
Sawmill equipment
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Farm Blanket 80% Coinsurance Clause

There is a coinsurance clause in the Farm Blanket Coverage.
With this clause, you must maintain enough coverage on your
farm personal property that is at least 80% of the market
value of this property. If you do not have enough coverage on
your property at the time of a covered loss, you will become a
co-insurer. The amount you are paid for the loss will be
based on how much coverage you carry in relation to the mar-
ket value of your property. For example, if your Farm Blanket
Coverage is insured for $50,000 and the market valuet is
$100,000 then you will be paid 50% of the amount of the loss.
This is calculated by dividing the amount of insurance you
carry by the amount of insurance you should have carried. As
you can see, with this type of coverage it is very important to
make sure your property is adequately insured.

Continued on page 3




Average Crop Revenue Election (ACRE) Program

The new farm bill includes an alternative to the current
counter-cyclical program called Average Crop Revenue
Election or ACRE.

All the details are not completed but at the risk of oversimpli-
fying it, the ACRE program can pay up to 25 percent of the
90 percent revenue guarantee on 83.3 percent of the farmer's
base acreage, or 18.7 percent of the revenue guarantee.

Other Facts:

¢ In order to be in the ACRE program, a farmer has to make
a one-time election for the life of the farm bill.

e Give up 20 percent of his direct payments.

e Take a 30 percent reduction in his marketing assistance
loan rates.

o Farmers will not receive a counter-cyclical payment.

e Guarantees are based on average statewide yields. Prices
are based on a national average price for the preceding
two years.

e The state yield is a 5-year moving average dropping the
high and low yields. Yields are based on NASS reports.

e The Guarantee cannot move up or down more than 10%
year-to-year.

e Separate guarantee shall be established for irrigated
acres.

e A farmer must have an individual loss as defined by ACRE
(not crop insurance) to get a payment.

The following web links provide access to analysis of the
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How Building Losses Are Valued
When a payable loss occurs, payment for losses are paid at
either Replacement Cost (RC) or Actual Cash Value (ACV).

Replacement Value (RC)

Replacement cost will repair or replace any damage to your
property caused by a covered loss. With this type of
payment, you must maintain enough coverage on your
property that equals the rebuilding cost of your property.  If
you do not have enough coverage on your property at the
time of loss, you will become a co-insurer. The amount you
are paid for the loss will based on how much coverage you
carry in relation to the cost to rebuild your property. For
example, if your property is insured for $50,000 and the
rebuilding cost is $100,000 then you will be paid % the
amount of an insured loss. ($50,000 is ¥ of the rebuilding
cost.) As you can see, with this type of coverage it is very
important to make sure your property is adequately insured.

Actual Cash Value (ACV)
The insurance policy defines Actual Cash Value as rebuilding
cost less depreciation for the age of the damage item. For
example, if a 10-year-old roof is destroyed by a windstorm
and has to be replaced, the insurance company will reduce
the amount of payment because of the age of the roof. A 10-
year-old roof will be reduced about 50% for age.

Caution: This overview does not represent every insurance
company’s policies. Pl ease
coverage.

ACRE program by Dr. Art Barnaby as he has posted. As
always, Dr. Barnaby's analysis is very thorough and he
provides some conclusions. Dr. Barnaby is a professor in the
Ag department at Kansas State University. This following link
shows payouts for all states as if ACRE had been available.
http://www.agmanager.info/crops/insurance/risk_mgt/
rm_pdf08/ABacre_corn.pdf

Dr Barnabyds analysis
is on average only about equal to 20 percent of direct
payment, which is part of what a farmer must give up. See
back page for historical payout chart for lllinois.

Expect a lot more details as this program is defined by RMA.

Crop Insurance

| have had some calls regarding this but there probably will
not be much prevented planting in this area. For lowa
however, this will be a huge issue. Prevented planting
coverage is available for all Guaranteed Bushel, CRC and RA
crop insurance. There is no prevented planting coverage for
GRIP or GRP coverage.

Prevented planting is defined as the failure to plant the
insured crop by the final planting date. The final planting date
is June 5" for corn, 15" for soybeans. You must have been
prevented from planting the insured crop due to an insured
cause of loss that is general in the surrounding area and that
prevents other producers from planting acreage with
similar characteristics. If you are in that situation, you have
some options. They are:

e Plant the crop in the late planting period. The late
planting period is generally 25 days after the final planting
date. If you choose to do that, your crop insurance
guarantee will be reduced by 1% per day every day it is
planted after the final planting date.

e Leave the acreage fallow and you will be paid a full
prevented planted payment of 60% of the guarantee on
the policy. For CRC and RA with the Harvest Price
Option, final prevented planting payments will be based
on the Harvest Price. Preliminary prevented planting
payments can be made and then recalculated after the
release of the harvest price in the fall: or

e Plant a cover crop but do not hay or graze prior to
November 1 and receive a full prevented planting
payment; or

e Plant another crop (or hay or graze a cover crop before
November 1) after the late planting period and receive
35% of the prevented planting guarantee (35% of 60% of
guarantee).

There are many more details (remember it this is the
government) but the above will give you an overview. If you
ever think you will be in this position it is best to turn in a
claim and discuss all your options with an adjuster.

The prevented payment coverage for most crops is 60% of
the production guarantee for timely planted acres (acres that
are planted before the final planting date). For Lee and Ogle
County the final planting date for corn is June 5". Any corn
planted after this date will have guarantees reduced by 1%
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the final planting date is June 15th.
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Commodity Prices: From AgNa

| f you havenot read t hi s. wouldeotregulateswamdeales.ver vi ew of h

column in this weekOos paper .Since pension funds have strict limits on the amount
Arecentarticlein Tor ont o6s Gl altémpts a nthdy céhairivdst so they cannot manipulate the market,

to explain the rocket ride of the commodities market.  this new policy opened a massive loophole for

This article proposes that tremendous increase has unr egul ated speculation to

been caused by the super-rich almost totally- pension funds to avoid anti-manipulation trading limits.

unregulated speculative pension and index funds. They  They just worked with unregulated swap dealers,

explain the amount of money invested in the commodity ~ (banks), to take advantage of this loophole.

indexes has climbed from just $13 billion in 2003 to a Hereds how it wor ked acco

staggering $260 billion in March of 2008. banks might agree to pay the pension fund a return on a
This huge increase in cash and havoc it has caused  commodity index i if the index rises 10% in the next

can be traced back to the deregulate-everything days of  year the bank will pay out that 10% to the pension fund.

the Reagan administration and its see-no-evil chair of  But the bank does not want to be on the hook for 10% |,

the Commodity Futures Trading Commission (CFTC), so it hedges its risk by wading into the commodities

Wendy Gramm. market by using the pension fund money to buy futures.
Gramm, the wife of Sen. Phil Gramm, used her The key to the deal was tt

position to redefine the CRransform itselivfmn a highly tegulated speputatoruwitta t |

cash coming into Ameri cabds lgnitsoomiinvestindg, u to tam engestam énrak énstrument

The key moment occurred in 1989 when the CFTC,  created by a bank. The bank completed the deal by
pushed by Gramm, issued a policy statement on swap  laying off its investment risk in the futures markets as a
transactions, deals which a buyer of commodities such hedger - a person or entity with no trading limits.
as pension funds acts through a middleman or a swap This allowed a highly regulated, speculative pension
dealer 1 usually a bank. The new policy was simple, it  fund billions to flow in to futures as completely
unregulated hedges.

Average Crop Revenue Election (ACRE) Program Last week hearings were held
by Sen. Dick Durbin and Sen. Tom
Table 2. Corn ACRE Program1,2,3,4,5 Harkin on the regulatory role of the
Bench- 10% Payment Payment CTECO s i n al |l owi n g
Olympic mark Cup/Cap on 83.3% per L.
Planted Average Revenue * on Bench- Revenue Planted Planted Average In a St?tement at the btheglnnllng
Year Yield Yield MYA Price 90% mark to Count Acre Acre Payment of the hearmgs on June 17 Actlng
1980 909 1050 311 23287 22196  282.80 0.00 0.00 inois | CEFTC Chairman. Walter Luken said:
1981 1230 1113 250 26605 24416  307.40 0.00 0.00 fliinois | = '
1982 128.1 118.5 255 280.88 268.58  326.63 0.00 0.00 minois |A T wo we (.-:' ks ag 9 ,
1983 76.1 112.7 321 26924 26924 24431 2493 2077 Il:inois announced that it would use its
1984 1114 1084 263 29210 29210  292.86 0.00 0.00 Illinois . s
1985 1323 1208 223 28492 28492 29508 000 000 ninois | SPecial call authorities to gather
1986 1325 1239 150 26419 26419 19868 6551  54.57 minois | more detailed data from swap
1987 1299 1245 194 20800 23777 25197 0.00 0.00 II:IIinois dealers on the amount of index
1988 708 1245 254 19276 21399 17980 1296  10.79 inois . .
1989 1213 1278 236 251.03 23539  286.29 0.00 0.00 Hinois tradlng in the markets and to
1990 124.6 125.3 228 281.88 258.93 284.10 0.00 0.00 linois | examine whether index traders are
1991 105.1 117.0 237 26155 26155 24906 1249  10.40 Minois P
1992 1470 1170 207 24482 24482 30430 000  0.00 inois | ProPerly classified for regulatory and
1993 1238 1232 250 23377 23377  309.52 0.00 0.00 ninois [reporting purposes. These
1994 1540  131.8 226 25344 25344  348.00 0.00 0.00 :::inois information requests have been sent
1995 1108 1272 324 28233 27879 35894 0.00 0.00 inois .
1996 1335 13438 271 31482 30667 36186 0.00 0.00 inois | @nd the CFTC expects in the
1997 1273 1282 243  360.87 337.33 30927 5160 4299 minois | coming weeks to begin receiving
1998 1390 1333 194 29653 30360 26967 2686  22.38 minois | rore detailed information on index
1999 138.1 133.0 182 26207 27324 25126  10.81 9.01 Hllinois )
2000 1490 1369 185 22495 24592 27561 0.00 0.00 inois | funds _and other transactions that
2001 1499 1420 197 22603 22603 29536 0.00 0.00 minois | are being conducted through swap
2002 1326 1420 232 24412 24412 30756 0.00 0.00 iHiinois : .
2003 1618 1457 242 27416 26853 39156 000 0.0 ninois | d2lErs. After analyzing this data,
2004 1777 1536 206 31068 20538  366.07 0.00 0.00 winois | the CFTC will provide a report to
2005 1412 1510 200 309.60 30960 28245 2714 2261 inois | Congress by September 15th

2006 1608 1546 304 27585 27864  488.94 0.00 0.00 Illinois ) ,
2007 173.0 165.2 400 35068 30650  692.05 0.00 0.00 6.91 llinois | r€garding the scope of commaodity

index trading in the futures markets
"Farmer must also show a revenue loss below the Farm's benchmark revenue to receive a payment + and recommendations for improve d
premiums paid for crop insurance.

The farmer's 5 year Olympic average yield is divided by the State 5 year Olympic average yield times the practices and c_:ontrols ShQUId they
state payment to generate the individual farmer payment. be required. o

*Farmers selecting ACRE must select this program for all crops. The bigger question is... What to
“Enroliment in ACRE will reduce a farmers' direct payments by 20% and reduce their marketing loan rate by

i ?
®If planted yield was not available, harvested yield was substituted. do about it now?




