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Acre Program of GREAT Importance

Who would have thought that we would have had two years in a row where
planting would have been such a struggle. In 2009 many of the corn acres and a good
percentage of the bean acres required replanting to achieve an acceptable stand. Both
major spring crops are behind schedule as far as maturity is concerned, however, with
continued timely rains we could still have some excellent crops.

Before we get involved in the main issue of this newsletter I want to bring to
your attention the possibility of having substantial wheat revenue losses. When we
planted wheat the minimum price was established at $8.77 per bushel. When the
wheat was harvested the harvest price had eroded by about $3.00 per bushel. Because
of this price action producers could have harvested more bushels than their ten year
history and still have a revenue loss. It is very important that you turn in your wheat
yields as soon as possible as we have a limited amount of time to turn in losses. Late
notifications can not be paid according to the crop insurance regulations.

ACRE Program from a farmer’s perspective

Just as we think that we have digested the new farm bill another new program
has been added to our plate. This program is called Acre which is short for Adjusted
Crop Revenue Election. I have often wondered whether as much thought was put
into designing these programs as they put in to the catchy abbreviation that names
them. However Acre is a program that may pay substantial dividends for the produc-
ers that fit the criteria.

This program works very similar to the crop revenue products that all of you
are familiar with. In a nut shell this program guarantees that farm revenues and state
revenues will not fall below the average that was established the past two years. If it
does, ACRE could generate a payment to make up a big percentage of this short fall,
(we will get to an example later).

This program is aimed only at grain producers that participate in the govern-
ment programs and have base established on their operation. In the past producers
who had base acres were paid a direct and counter cyclical payments on 82.5% of
their base acres regardless of how many acres they planted. With this program it is
possible for a producer to be paid on 100% of their base acres if the farm and state
revenues drop below the average of the last 2 years.

For the ease of understanding I have to put ACRE together like a puzzle to
see if it fits my operation. There are four major pieces to this puzzle so lets see how
they fit together.

Let’s put theory aside for a minute and what will be guaranteed from the past
two years. The National Ag Statistic Service has reported that the average selling
price for wheat the last two crop years is $6.63 per bushel. For corn they report an
average price of $4.24 and for soybeans a price of $10.05 per bushel.
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With this being said we have to determine the probability of prices being
above these levels for the next year.

As we look at the markets today they are considerably below the levels re-
ported by NASS. Our plantings this year are greater than was expected by the
USDA and our usage is less than we would like due to the world economic situa-
tion. Therefore, I believe that the probability of having prices higher than the past
two years is doubtful at best.

THIS IS THE FIRST PIECE OF THE PUZZLE AND IT FITS FAVORABLY INTO THE
ACRE PROTECTION.

The second piece of the puzzle is both the state average yield and my farm
average yield. NASS reports that the average yield for the state of Missouri is 49
bushels per acre for wheat. Corn was reported at 134 bushels per acre and 35 bush-
els per acre for soybeans.

My farms yield history as calculated by the Olympic average is 59 bushels/
acre for wheat, 106 bushels/acre for corn and 41 for soybean.

Now my task is to determine the probability of having crop yields that sig-
nificantly exceed those that I have had in the past five years. Weather is a factor
that we cannot determine, however, we do know at this point and time what wheat
has produced and we also know that both the corn and soybean crops are off to a
late start. This is generally not a situation where we would expect significantly
higher yields than average. State wide this situation is the same from the north to
the south as a general rule.

Piece number two seems to fit as well as I think that probability of having a
higher than average yield with the late plantings and early crop stress is small.

The third piece to this puzzle can only be found on your farm by farm num-
ber. The question is do I plant close to or more acres of crops than I have crop
base. If this is the case this piece of the puzzle may work as well.

If a producer had a crop farm that had a large base and had converted this
farm to pasture it would hurt them to enroll this program into Acre because this
program uses planted acres in order to generate a payment. Conversely, if a pro-
ducer plants more acres to crops than he has base acres they could stand to benefit
from this program.

THE STATEMENTS CONTAINED IN THIS PAMPHLET ARE FOR INFORMATIONAL
PURPOSES ONLY AND DO NOT CONSTITUTE AN INTERPRETATION OF THE TERMS
AND CONDITIONS OF ANY INSURANCE POLICY. NOTHING CONTAINED HEREIN
WAIVES, VARIES OR ALTERS ANY TERM OR CONDITION OF ANY INSURANCE POL-
ICY. ELIGIBILITY FOR COVERAGE, ENTITLEMENT TO AN INDEMNITY AND LIABIL-
ITY FOR PREMIUM MAY VARY. PLEASE REVIEW YOUR INSURANCE POLICY TO DE-
TERMINE WHICH TERMS AND CONDITIONS ARE APPLICABLE TO YOU.
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In looking at my farm I have three farm numbers that make up my operation. One farm
is all pasture but contains several acres of base. If I were to sign this farm in the Acre Program
my level of farm payments would go down. Therefore, this particular farm number will not be
signed into ACRE. However, the other two farm numbers have more acres planted to crops
than they have base acres. This indicates that they will be a good match for the ACRE program.

Piece number three fits as well. For the two farms that have more acres planted than
they have base.

The forth piece of this puzzle is to do a cost reward ratio if prices rally in future years.
When a producer signs a farm into the Acre Program it must remain in this program until 2012.
I have entered my data of my two farms in to the FSA calculator that I am considering enrolling
into this program. I estimated the yield to be exactly the same as my previous history. However,
I lowered the prices expected for farm commodities to levels that I thought would be in line for
this year. For wheat I entered a price of $5.25 per bushel. Corn I entered at $3.36 and beans I
entered $8.75 per bushel.

The FSA calculator indicated that my DCP payment would be reduced from $4731 to
$3784. 'This is a reduction of DCP payment of $§947 a year for the next four years. The Acre
payment on the other hand would generate $13,994 in the first year alone.

In my particular example the fourth piece of the puzzle fit perfectly. This program would
work well and pay considerable dividends even if prices rose after the first year.

Not all operations will work this well and there will be farms that don’t work at all as I
described in one of my farms. However, it is important to address this decision this year. If you
choose to wait and decide next year the markets may very well move against you and an opportu-
nity will be lost.

On JULY 28® we will be holding a meeting at the Co-Mo meeting room
at 7:00 pm to discuss the acre program. Daryl Raithel from the Moniteau FSA
will explain the program and give producers an insight on how to evaluate your
farm to see if you would benefit from this program. The next night, July 29t
this program will be held a second time at the California City Hall.

This is an important decision and all operators are welcome tell
your neighbors and come see us July 28,



This Agency has been making a difference for Ag
Operators of every size with tailored, professional
risk management programs for over 24 years.

Gibson Insurance Group, Inc.

P.O. Box 795 With margins as tight as they are, our service

337 East Highway 50 means so much to many people whose future is

Tipton, MO 65081 linked to the land. Our commitment is real 11!

660-433-6300 or 800-411-3972 Please stop in to see us in Tipton or give us a call
CROP INSURANCE IS at 800-411-3972 Or 660-433-6300
OUR BUSINESS.
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