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* RISK: The uncertainty or potential variation in the
outcome of future events that can negatively impact
your:

« Current profit level
- Financial situation
(equity position)
- Satisfaction and well-being

1. Marketing and Price Risk
2. Production Risk
3. Institutional Risk
4. Human Risk

5. Financial Risk
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1. Avoidit
Reduce it
a) Reduce the probability it will happen
b) Reduce the impact if it does happen
3. Transfer it outside the business
a) Insurance
b) Contracting
4. Build your internal capacity to bear
a) Increase reserves
b) Maintain flexibility
5. Accept it
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Panel 1: Same Mean, Less Dispersion Panel 2: Same Dispersion, Higher Mean

Panel 4: Truncating the Distribution

Panel 3: Skewing the distribution




Profits are .
the returns for
taking risks .

Upside: Greater risk taking usually
leads to greater wealth over time

Downside: Losses from risk taking
can potentially be devastating
Managing risks are a matter of
evaluating tradeoffs.

How much risk and how much
stress are you willing to endure to
potentially achieve higher returns?
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* Partial Budget —u
relatively minor changes R
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* Enterprise Budget
larger changes

* Whole Farm Budget

substantial changes
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Enterprise |2 | | | Allaita |
. 3 CowCall | Mative Hay | Dat Hay | Establish Alfalfa - Baled
Risk Analyzer | FARM REVENUE
kel 5 TOTAL FARM INCOME - CasH|  121.759.00 12.380.00 280200 2.306.00 25.040.00
B TOTAL HON-CASH INCOME ADJUSTMENTS|
" 7 GROSS FARM REVENUE| 121.759.00 12.380.00 2.602.00 230600 2504000
S . Hemes, Uiy of 8
. Sar . oo S ey
i oo Sl sty of ol 9 FARM EXPENSES
RMA 0 10 FARM EXPENSES - CASH| 86.843.00 6.557.00 1.756.00 2.:297.00 1207200
=11 FARM EXPENSES - NONCASH EXPENSE ADJUSTMENTS|  98550.00 11,245.00 2.709.00 253600 1533100
12 GROSS FARM EXPENSES| 18539300 17.802.00 4.465.00 483300 27.403.00
13
14 NET FARM INCOME FROM OPERATIONS| (63.634.00)  (5.422.00)  (1.663.00)  (2.527.00) (2.363.00)]

16 |Break-Even PRICE Analysis

18 YIELD PER ENTERPRISE UNIT Cow-Call Mative H. OatH mi'..fpl.... Alfalia - Baled
19 Aaamem 400 1.75 4 4

20 Most L ikely 37397 15 3 254 3

21 Adiimams 350 1 15 15 15

BREAK-EVEN PRICE - CASH EXPENSES

24 A 059 3230 3377 4417 2902

25 Most L ikely 0.64 37.68 45.03 69,56 38.69

26 Adaumonry 0.68 k] 20,05 117.79 77.38

27

28 BREAK-EVEN PRICE - GROSS EXPENSES

29 A 127 8769 85.67 9294 B587

30 Most L ikely 1mzan 114.49 146.37 87.83

N Aavmem 1.45 15347 228.97 247.85 175.66
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californial2.pdf
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Fifteen Year Crop Insurance History
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» Adjusted Gross Revenue (AGR) crop insurance provides
producers with protection against low revenue from natural
causes and market fluctuations.

— Uses your historical IRS tax form (Schedule F or equivalent forms)
information and an annual farm report as a base;

» When completing an AGR application, you must submit a history
calculation worksheet, including 5 years of allowable income and expense
data from IRS tax returns (Schedule F or equivalent forms) plus an annual
farm report for the insurance year listing expectations.

— Provides insurance for multiple agricultural commodities in one

product;

— Establishes revenue as a common denominator for the production of all

agricultural commodities.

Insurance is provided against revenue loss due to any
unavoidable natural occurrences during the current or previous
insurance year or due to market fluctuations that cause a
revenue loss during the current insurance year.

You must buy or cancel your policy on or before January 31.

All existing policies roll over each year if they are not
canceled or changed. The insurance attaches each year on
January 1. For new policies, insurance coverage will begin 10
days after a properly completed application is received.

You must make any and all changes to your insurance contract
on or before August 31.

Claims are settled after taxes are filed for the insurance year.

Dollar Liability Program
Adpated Gross Revenae
Agscufure (Rainfal index)

hrarstock Geoss Margn (LGM) Dairy
Srarsch Firpk Protecsen (LRP) Lare




A s Managermany Agency Fact Sheet

Adjusted Gross Revenue

California County
Availability

Fresno, Kern, Riverside,

San Diego, San Joaquin,

San Luis Obispo, Tulare
and Ventura

Thank You!

Jay Parsons
|parsons@eR|qhtRlsk com.
: 919—215 I ——
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