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Certainty- lack of doubt
Uncertainty- doubt about future events

« RISK- potential variation in -,
the outcome of future events positve |  Evets

cyents

RISK

RiurRrsk—— http://california.erightrisk.com I

« 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

“RieuwrRisk http://california.erightrisk.com 2




1. Marketing and Price Risk

2. Production Risk
3. Institutional Risk
4. Human Risk

5. Financial Risk

=

Avoid it
2. 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. Increase capacity to bare
a) Increase reserves
b) Maintain flexibility
5. Acceptit

“RieuwrRisk http://california.erightrisk.com 4




Probability

Insurance
Protection

Premium

Net Income
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WHite Goob Fortune OfTeN ELupEs You,
THIS KIND NEVER MISSES.

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 (uncertainty) are
you willing to accept for possible
higher returns?

http://california.erightrisk.com 7

Insurance Plans Available in CALIFORNIA
Percent Insured
35%

Beans (Dry)
Figs
20 1 3 Forage Production

rapes (Table) 92%
- - v 83%
California 10%
58%
45%
Crop 5;%
8%
Insurance i
- %
Profile 0%
58%
7%
ce 34%
ice (Cultvated Wild) %
Saffower %
tonefrut (Includes Plums) %
%

Sugar Beets

Tomatoes (Fresh)
Tomatoes (Processing)

or: 5
Thenect Greas Margn (LGN) Dary

Uvestock Risk Protection (LRP) Lamb
Nurss

astore, Rar

County Ay ility
Fresno, Kem. Riversios, San Diego, San Joaqun, 3an Lus 0b5po
Tulare and Ventura Countes
Al Countes
‘Orange, Rverside, San Diego, San Luis Obspo, Santa Barbara and
Ventura Countes
Bute, Contra Costa, Fresno, Kem, Fings. Madera, Neroed, Placer,
Sacramento, Sm Benito, Santa Clara, San Joaquin, Stanislaus, Sutter,
Tulare and Yuba Countes
Fresno, Kem. Mad.ﬂild Tulare Countes
Kings and Fresno
Butte, Cousa. Fresno, GbM. ehama_Kem, Nacera, San Joagun,
Shasta, Stanisiaus. Sutter, Tulare and Yolo Countes
Fresno, Nierced, Monterey, Santa Barbara, Santa Cruz and Ventura
Counties

ram
Rarusied Gross Reverue

Western

Apcuture (Ranfal Ingex]
Compllan\:e Office Avocados

Chemes
Contact
Address:

Susan Choy. Director
430 G Street

#4167

Davis. CA J‘ew

Catrus Dolar (Nave's)
Forage (Alata) Seed

Oives

Suawoeres

AS Countes.

Kameda. Bute, Cousa. Contra Costa, Fresno, Gnn, Kem. Kngs.
Madera, Merced, Riverside. San Bento, San Bemardno, San Joaquin,
San Lus Obispo, Sants Batara, Stansiaus, Sutter, Tehama, Tuare.
Yolo and Yuba Countes

FRF (Rawiat index]
Fstachos

Data a5 of January 2014

-

http://www.rma.usda.gov
/pubs/2014/stateprofiles/
californial 3.pdf

California
Fifteen Year Crop Insurance History

Policies
Earning
Premium

Gross
Premium

Net Acres

Insured Liability Losses Loss Ratio

4,023,277 | 2,494,656.258 | 130,826,215 | 133,134,448 02
4276811 | 2,796,253,761 | 143,343,081 ; 0.64

2,010,128 | 2,690,254,801 | 142,519,840 )
920,007 | 2,833,618,262 | 146,356,279 54
990,438 ,951,841,797 150,191,677 0.53
908,123 | 3,153,568412 | 157,913,694 053
4,859 818,813 317,832,621 1638,995.411 0.55
4,490 732,668 | 3,656,867.94 186,617,268 047
4,207 780,829 | 3.708,288.11 187,455.25 0.62
4,074 810,375 ,911,645.61 197,920,94: 0.45
23 932,306 64831641 243,273.22 .73
49 752,230 | 4493432544 | 219,282,609 .51
26 4062,207 | 4,792,588,280 | 248,898,972 10,209,054 44
62 4.600,044 | 5394444735 260,903,031 12,207,209 043
233,704 | 6007,497,679 | 286,604,558 | _ 82,422,389 029

* 2013 numbers are incomplete

http://california.erightrisk.com 8




Insurable Crops Insured Acres Total Acres | Percent Insured
Alfalfa Seed 10,418 20.023 36%
Almonds 602,001 876.185 7%

‘es 5,684 13,026 32%
Avocados 36,147 53.55¢ 88%
Barley 48.082 100.000 49%

| Slueberries 2210 2,900 57%
Cherries 28,852 36.173 74%
Citrus — 8 types of fruit 227,083 257,382 34%
Corn 232,551 560.000 42%
Cotton & ELS Cotton 263,497 280.000 94%
Seans (Dry) 17,011 40.000 37%
| Figs 4.218 £.045 52%
Forage Production 135.188 921,010 5%
Grapes (Table) 34,95 2,197 2%
Grapes (Wine) 434 43¢ 587.600 9%
Grain Sorghum 803 £.24¢ 10%
Mint 1,540 3.200 58%
Oats 3.200 £.82¢ 45%
Olives 25,131 44,000 57%
Onions 4,230 55,145 5%
Pears 8,800 14,000 82%
Pecans 300 3.600 9%
Pistachios 87.887 178.000 49%
Potatoes 18.404 33.000 56%
Prunes 48,882 81,088 76%
Rice 462402 $53.110 84%
Rice (Cultivated Wild) 13,320 15,000 89%
Saffower 34,558 57.000 81%
|_Stonefruit (Includes Plums) 56.542 126.608 49%
Strawberries 13¢ 38.000 1%
| Sugar Beets 2,604 24,500 15%
Tomatoes (Fresh) 13,130 30.000 47%
Tomatoes (Processing) 252,574 256.000 98%
Walnuts 140.383 289.809 45%
Wheat 344510 568.158 81%
Adusted ;nm Eomuo 927
Apculture (Ranfall Incex) $10.414.535
Mﬂg $2205422
[ Uivestock Gross Margin (LG Dary 360,047 453 |
Livestock Risk Protection (LRP) Lamb $8.071.882
Nursery $100.545.014
[ Pasture. Rangeland_ Forage (Ranfal Index) 310,508,133 |
Raisns $214.106.513 |

» 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.

= 0 http://california.erightrisk.com 10




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.

Y ou 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.

Y ou 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.

http://california.erightrisk.com
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A Risk Management Agency Fact Sheet

Adjusted Gross Revenue

(AGR)

November 2010

Eligibility

‘youmust:

- Bea U.S. citizen or resident;

Produce agrculnal commodites primacly ia plot

tax forms, phes

. hange in
B e eviewed 1nd spproved by you iasuaace

provider,  tiona Fedeal crop fnsumnce,

. "t ommodities (when you
income is from insurable -
and other crop insrance plass,
purchase both AGR

B 0 more thn 35 pescent of expeciedallowsble

d Causes of Loss
Insured Caus Loss due to 3y

i No
31, Povea revenue los during the Curent insuraace yeir

pay ; poticybolder, e
s ‘mismanagement, o wiongdoing by (0 P ¥

of
employees, or conmactors; %

Application Information !
AGRuﬂa‘-‘nmwmyn-;m
VAWMMM mﬂu ol

(Schedule F or equvaleat forms);
e e feport o the nugzace yur LStng
mmnuwﬂﬂ*""‘_w'"—’
of the commodity fo be produced, 4

for e .
e dpplicbe md

R s for the insurance year tan the Bistorical
svenge.

‘pokcy. For furmer information and 3

County
Availability

Fresno, Kern, Riverside,
San Diego, San Joaquin,
San Luis Obispo, Tulare
and Ventura

http://california.erightrisk.com
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@ Risk Scenario Planning

Version
1.10

By:
John P. Hewlett, University of Wyoming
Or. Jay Parsons, Colorado State University

USDA RMA etm k\l (m&h@

© Copigh Ry - A8 g rsand, 2013

Rienlise— http://california.erightrisk.com

Emerprlse A
Risk Analyzer ‘0 -

Version 1.06

2 Alfalfa N
3 Cow-Calf Native Hay Oat Hay Establishment |All | v teven. e o s
4 FARM REVENUE ¥ '

5 TOTAL FARM INCOME - CASH|  121,759.00 12,380.00 2,802.00 2.306.00

6 TOTAL NON-CASH INCOME ADJUSTMENTS

7 GROSS FARM REVENUE 121,759.00 12,380.00 2,802.00 2.306.00 25.040.00

8

9 FARM EXPENSES

10 FARM EXPENSES - CASH 86,843.00 6,557.00 1.756.00 2.297.00 12,072.00

1 FARM EXPENSES - NON-CASH EXPENSE ADJUSTMENTS 98,550.00 11,245.00 2,709.00 2,536.00 15,331.00

12 GROSS FARM EXPENSES 185,393.00 17.802.00 4,465.00 4,833.00 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)

15

16 Break-Even PRICE Analysis

17 Alfalfa
18 YIELD PER ENTERPRISE UNIT Cow-Calf Native Hay Oat Hay E stablishment |Allalfa - Baled

19 Medrmunmn 400 1.75 4 4 4
20 Mast Likely 373.97 1.5 3 2.54 3

21 M 350 1 15 15 15
22

23 BREAK-EVEN PRICE - CASH EXPENSES

24 Miimim 059 32.30 33.77 4417 29.02
25 Maost Likely 0.64 37.68 45.03 69.56 38.69
26 Mediniim 0.68 56.53 90.05 117.79 77.38
27

28 BREAK-EVEN PRICE - GROSS EXPENSES

29 Mipimnm 1.27 87.69 85.87 92.94 65.87
30 Mast Likely 1.36 102.31 114.49 146.37 87.83
3 Meoarnim 1.45 153.47 228.97 247.85 175.66
32

Probability Analysis (c/ick butten atright)  [Graph | [Graph] [(Graph]

ealter——— http://california.erightrisk.com




Panel 1: Same Mean, Less Dispersion

DAY
S

Risk Scenario Planning

Risk Scenario Planner

relatively minor changes

Enterprise
Risk Analyzer

larger changes

RD Financial -

Whole Farm Budgeting

substantial changes

.............................................

Version : -
1.10 E /

By: |
John P. Hewlett, University of Wyoming

Dr. Jay Parsons, Colorado State University e
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Insuring Success for
Wyoming Agriculture 2008

ance and Risk Mas

Insuring Success for
Wyoming Agriculture 2006

Feasibility of Alternative Rural Enterprises Course

Insuring Success for
Wyoming Agriculture 2006
rightriskcorg

2] Ko

Home

Taxes for Agricultural Enterprises Course.

About
Risk Navigator
People i

Getting on Track
Management ‘T hrough

Records

o

RGBS 08

’ oy
(1 4 . k . - Bef/:reih\"; ;:/:Z://m// :
A Navigator .

Through Basic
'STRATEGIC RISK MANAGEMENT Financial Statements

- Getting on Track
guvesy p" Understanding
Wyomicyr Financial Performance

Extension

#©

/IRig ' -

Lextbook | Tookox ARSUNIOr | [nsuclors | Conleren
12, Copyrigh © 2008 Optiel As Consin, I, Al Righs Rescved.

RISK MANAGEMENT PROFILE
uan and Suzanne were sitting in their kitchen one
January afternoon getting information ready to take to
their tax preparer. Check stubs, invoices, receipts, weigh
s from the local co-op, and sale bills were scattered across
| e table. Suzanne was frustrated with the mess and with
‘ WS
HTR'SK NE e amount of information Juan kept in his head. They both
G ew they would have a better handle on their finances, keep
| eir banker happier, and be better prepared for their tax
arer if they maintained good financial records through-

t the year. To read more see: http//RightRisk.org > Resources
sk Mgt Profiles

Revenues
REMEMBER AGR-Lite Protects Against Low

AGR-Lite provides imsurance coverage for maloPle agriculrunal commodites & ope insurance
plans. However, (e iz Hability of coverage is $1 millioa-

GHLIGHTED COURSE

¢ interactive AGR-Lite course was designed for producers at both ends of the crop insurance knowledge spectrum -
whether they already use and are accustomed to crop insurance programs or they are new to the programs available and
st beginning to determine their risk management needs. The course is interactive and has lessons

35! cht resident; e 3 calendar
N must be a U.S. citizen o for the previous 5
- Lite coverage, 3 producer forms available
& 5 nmﬁ;wlmmnamvww”“‘ insurance
\ year or fisc farm
|
|

end of cach section to help participants apply what they have learned to their own situat-
It also provides clectronic tools to help producers assess how the program may fit with
operation.

course is divided into six sections. The first two sections cover general risk manage-
- for AGR-Lte and an overview of the AGR.

potatoes by
|

¢ five sources of agricultural risk are discussed using real-life cxamples and situat-
< overview of the AGR-Lite program includes a breakdown of individual farming
stock enterprises cligible for coverage under the program as well as other dligibility
'ments.

'S0 percet — 30 1 associaned P ‘wt ]
O B B ercent ox 90 percent. A OIS Pcoy e
either P: can insure a1 65/ e

1590 coverage levels 3ad paymest PECRU o
n‘wmﬂm'wdmmnd”md
= ‘hat equals A percent, SSPRICERL S e

Lite policy for the coverage levels
|
|

hind scction discusses the application process for AGR-Lite. This inchudes the neces-

rms and information as well as determining the variables and adjustments that go into
ining a farm's adjusted gross revenuc (the basis for the insurance cove
four

rage). :
talks about steps a producer must take in the event of aloss. It is important to note losses unde

minedon a year-to-year basis as opposed to when a loss occurs in conventional insurance.

£ AGR-Lite coverage
t two sections discuss document considerations as part of AGR-Lite and a whole farm example. It is important for pro-

sing AGR-Lite to keep accurate records in the cvent of a revenuc loss. These include invoices, weight slips, and other
rtaining to production.

¢ Information on the AGR-Lite course, sec http/RightRisk.org > courscs.

RightRisk helps decision-makers
O e 8 ! discover innovative and effective
- e S2S 0. risk management solutions.
|
|

RightRisk News is brought to you by the RightRisk Team
Contributing authors:
.md PR :mw.-u—.-_u_-s%.m.mamm&
indemnity due Pursces, 5
o0 = $166500 anch Rod Sharp, Ag an Do s Masgrment Speciaiat - Colrad Stte Univesty. R Shar o Stae.eda
| sgets Jeei Trandl Ag and Business Managemest Specialist oloState eda
| e Service Ceser £ 0 ightRi Editing and Layout: Joba Hewles, bewdetgumyo.cda
| AGR-Lite Jable ata USDA Servic ightRisk
| Alistof crop insurance "':‘"J::v.l:m- usdagovltool/agents/: AIERREE S2 ast tssues of RightRisk News are avadable at: hitp.//RightRisk org > Resources > Right Risk N
| ;7 o on the RMA web “; qu, To subscribepamsubscribe, emad twformation@ RightRisk org subject ltwe “Subscribe/Unsubscribe RR Ne
| 1s available at bitp:
. Liteis
formation about AGF
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