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2014	  Farm	  Bill	  Focused	  on	  Risk	  Management	  

•  Farm	  Bill	  provides	  “Shallow	  Loss	  ProtecAon”	  

•  New	  farm	  programs	  can	  supplement,	  not	  
replace,	  revenue	  based	  crop	  insurance	  

•  But	  you	  have	  to	  make	  some	  decisions	  at	  outset	  

•  Analysis	  required	  for	  your	  farm’s	  situaAon	  
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New	  Programs	  in	  2014	  Farm	  Bill	  

1)  Agriculture	  Risk	  Coverage	  (ARC)	  -‐	  County	  

2)  Price	  Loss	  Coverage	  (PLC)	  

3)  Agriculture	  Risk	  Coverage	  (ARC)	  –	  Individual	  

Choice	  will	  have	  to	  be	  made	  for	  each	  farm	  (e.g.,	  
each	  FSA	  Farm	  Number)	  
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ARC	  &	  PLC	  Program	  Overview	  	  
ARC/PLC	  Program	  Signup	  Process	  has	  3	  steps	  
	  

1.   Update:	  	  Producer	  can	  “reallocate”	  base	  acres	  
and/or	  “update”	  CC	  Yields	  

2.   Elec:on:	  	  Once	  Base	  Acres	  and	  Yields	  are	  set,	  
Elec/on	  of	  PLC	  or	  ARC	  takes	  place	  on	  each	  farm	  

3.   Enrollment:	  	  Once	  ElecAon	  has	  been	  completed,	  
Enrollment	  takes	  place	  annually	  on	  each	  farm	  
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To	  Update	  Base	  Acreage	  or	  Not?	  
•  Many	  Corn	  Belt	  farms	  can	  allocate	  more	  of	  their	  
crop	  base	  to	  corn,	  if	  they	  reallocate	  base	  acres	  

•  Payments	  per	  acre	  for	  corn	  are	  likely	  to	  be	  higher	  
than	  soybeans	  

ü Increasing	  corn	  base	  acres	  expected	  to	  boost	  
revenue	  from	  2014	  Farm	  Bill	  



Farm	  Bill	  Webinar,	  December	  5,	  2014	  

Agricultural	  Risk	  Coverage	  (ARC)-‐County	  

– One-‐Ame	  irrevocable	  choice	  by	  crop	  for	  
2014-‐2018	  

– Payments	  occur	  when	  actual	  crop	  revenue	  falls	  
below	  ARC	  revenue	  guarantee	  for	  a	  crop	  year	  

– ARC-‐County	  guarantee	  is	  86%	  of	  ARC-‐County	  
benchmark	  revenue	  	  
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–  Coverage	  is	  capped	  at	  10%...	  making	  it	  a	  “shallow	  loss”	  program	  	  
•  Maximum	  payment	  occurs	  when	  actual	  county	  revenue	  equals	  76%	  of	  
county	  ARC	  benchmark	  revenue	  

•  No	  addiAonal	  coverage	  if	  revenue	  falls	  below	  76%	  of	  county	  ARC	  benchmark	  

–  ARC-‐County	  benchmark	  revenue	  is	  Olympic	  average	  of	  county	  
yields	  &	  U.S.	  markeAng	  year	  average	  prices	  for	  preceding	  5	  crop	  
years	  

–  Payment	  is	  made	  on	  85%	  of	  base	  acres	  

Agricultural	  Risk	  Coverage	  (ARC)-‐County	  
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Agricultural	  Risk	  Coverage	  (ARC)-‐Individual	  
One-‐Ame	  irrevocable	  choice	  by	  farm	  for	  2014-‐2018	  

ARC-‐Individual	  is	  a	  whole	  farm	  unit	  program	  &	  payments	  occur	  when	  	  

§  actual	  crop	  revenue	  for	  all	  program	  crops	  (combined)	  on	  a	  farm	  fall	  
below	  ARC	  revenue	  guarantee	  for	  a	  crop	  year	  

§  ARC	  guarantee	  is	  86%	  of	  ARC	  benchmark	  revenue	  	  

§  Maximum	  payment	  equals	  10%	  of	  ARC	  benchmark	  revenue	  

§  Payment	  made	  on	  65%	  of	  base	  acres	  
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Price	  Loss	  Coverage	  (PLC)	  
1)  Payments	  occur	  if	  the	  higher	  of	  U.S.	  average	  markeAng	  year	  price	  

for	  the	  crop	  year	  or	  crop	  loan	  rate	  falls	  below	  the	  crop’s	  
reference	  price	  

	  Corn	  Reference	  Price	  =	  	  	  	  	  	  	  	  	  	  $3.70	  

	  Soybean	  Reference	  Price	  =	  	  	  $8.40	  

	  Wheat	  Reference	  Price	  	  =	  	  	  	  	  	  $5.50	  

2)  Payment	  is	  made	  on	  85%	  of	  base	  acres	  	  

ü  regardless	  of	  actual	  planAngs	  in	  a	  given	  year	  

3)  If	  no	  choice	  is	  made,	  the	  farm	  defaults	  to	  PLC,	  but	  your	  forfeit	  
2014	  payment	  
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Consider	  ARC-‐County	  As	  Your	  Star:ng	  Point	  

•  Evaluate	  other	  programs	  as	  “challengers”	  to	  	  	  	  	  	  
ARC-‐County	  

•  Only	  consider	  another	  program	  if	  it	  looks	  
advantageous	  compared	  to	  ARC-‐County	  
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What	  Are	  Big	  Differences	  Between	  ARC	  &	  PLC?	  
•  Both	  ARC	  programs	  are	  “shallow-‐loss”	  programs	  

•  ARC	  payments	  capped	  at	  10%	  of	  benchmark	  revenue	  

•  PLC	  designed	  to	  protect	  against	  larger	  revenue	  declines,	  
but	  provides	  no	  “shallow-‐loss”	  protecAon	  

•  PLC	  is	  adracAve	  if	  you	  are	  very	  bearish	  on	  crop	  prices	  in	  
2016-‐2018	  
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2014	  Corn	  ARC	  &	  PLC	  Effec:ve	  Price	  Comparisons	  

No	  Farm	  Policy	  Effec:ve	  Price	  

ARC-‐County	  Effec:ve	  Price	  

PLC	  Effec:ve	  Price	  
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2014	  Soybean	  ARC	  &	  PLC	  Effec:ve	  Price	  Comparisons	  

No	  Farm	  Policy	  Effec:ve	  Price	  

ARC-‐County	  Effec:ve	  Price	  

PLC	  Effec:ve	  Price	  
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Price	  Loss	  Coverage	  (PLC)	  

Supplemental	  Coverage	  Op:on	  (SCO)	  
Farms	  have	  opAon	  to	  purchase	  county	  level	  insurance	  

Coverage	  level	  cannot	  exceed	  the	  difference	  between	  
86%	  and	  the	  coverage	  level	  in	  the	  individual	  policy	  

Subsidy	  rate	  is	  65%	  

SCO	  is	  not	  available	  if	  enrolled	  in	  ARC	  
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Farm	  Bill	  Decision	  Summary	  
•  Favor	  reallocaAng	  base	  acreage	  if	  a	  higher	  
percentage	  of	  your	  crop	  base	  will	  go	  to	  corn	  

•  Compare	  updated	  yields	  to	  current	  program	  yields	  &	  
update	  them	  at	  FSA	  if	  updated	  yields	  are	  higher	  

•  Start	  with	  ARC-‐County	  as	  your	  iniAal	  program	  choice	  
and	  evaluate	  ARC-‐Individual	  and	  PLC	  as	  challengers	  
to	  ARC-‐County	  	  
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Farm	  Bill	  Tools	  –	  Informa:on	  Needed	  
•  For	  Each	  Crop	  
– Base	  acres	  and	  program	  yields	  
– Planted	  acres	  and	  yields	  since	  2008	  
– Expected	  yield	  in	  2014	  
– Projected	  naAonal	  average	  markeAng	  year	  prices	  
for	  2014-‐2018	  

– Crop	  insurance	  program	  and	  coverage	  level	  
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hdp://farmbilltoolbox.farmdoc.illinois.edu/arc-‐plc-‐decision-‐steps.html	  
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Look	  At	  ARC-‐CO’s	  Benchmark	  Prices	  
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ARC	  &	  PLC	  Program	  Overview	  
ARC / PLC Approximate Timeline 

	   August,	  2014 Now	  Through	  
	  Feb.	  27,	  2015 

Nov.	  17,	  2014	  thru	  
	  Mar.	  31,	  2015 

Mid-‐April	  2015	  thru	  
Summer 2015 

Producers	  received	  
lecers	  no:fying	  
them	  of	  current	  
bases	  and	  yields	  and	  
2008	  to	  2012	  
plan:ng	  history	  of	  
covered	  commodi:es 

(Update Process) 
	  
Owners	  have	  opportunity	  
to	  update	  yields	  and	  
reallocate	  bases	  for	  ARC/
PLC	  purposes	  
 
ARC	  &	  PLC	  online	  tools	  
become	  available	  from	  
Universi:es	  	  
 

(Election Process) 
	  
Final	  Base	  &	  Yield	  
Decisions	  made	  by	  Owners	  
	  
ARC/PLC	  	  
“one-‐/me”	  Elec:on	  for	  
2014	  through	  2018	  occurs	  

(Enrollment Process) 
	  
ARC/PLC	  “Enrollment”	  for	  
2014	  and	  2015	  starts	  
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Farm	  Bill	  Regional	  Programs	  
Joint	  w/FSA	  &	  co-‐sponsored	  with	  IN	  Farm	  Bureau,	  IN	  
Soybean	  Alliance	  &	  IN	  Corn	  MarkeAng	  Council	  &	  ISDA	  

Dates	  &	  LocaAons	  

•  12/8/14-‐Noblesville;	  12/9/14-‐Hun:ngburg;	  12/10/14-‐Shelbyville	  

•  1/6-‐Wabash;	  1/8-‐Batesville;	  1/9-‐W.	  Lafayece	  

•  1/15-‐Ft.	  Wayne	  Farm	  Show	  


