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Prospects for Crop Insurance in the 2012 Farm Bill

e Lead counsel on 2000 Agricultural Risk Protection Act
e Lead counsel on Commodity Title of the 2002 Farm Bill
e 13 years as staff on Capitol Hill working in Senate and House

e 7years in advocacy for farm and rural policy at Combest Sell

e Admitted to Federal and Minnesota Bars
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Combest Sell & Associates

Larry Combest
e Chaired House Intelligence Committee

e Chaired House Agriculture Committee

e Principal author of the 2000 ARPA

e Principal author of the 2002 Farm Bill

e Nearly 20 years as Congressman from West Texas

Tom Sell

e Served as Deputy Staff Director of the House Agriculture
Committee

e Alead House negotiator during 2000 ARPA and 2002 Farm Bill
e USDA Director of Intergovernmental Affairs
e Admitted to Texas Bar



Privileged to work for the Crop Insurance Professionals
Association

An organization which is solely dedicated to representing
the views of crop insurance agents in Washington

Membership from across the country

Members who demonstrate great integrity and
leadership

* Visit our website for more information at www.cipatoday.org

¢



http://www.cipatoday.org/

Crop Insurance Timeline

® 1938: Federal Crop Insurance Act enacted into law

® 1940S: Crop insurance discontinued, then restored, then pared back

e 1953-1980: Crop insurance hobbles along, delivered by government employees

e 1980: Crop insurance is reformed, marking the birth of the public/private partnership

® 1994: Crop insurance is reformed again, accentuating crop insurance over ad hoc
disaster

* 1996/1997: Introduction of revenue policies
* 1998: Conversion of A&O from discretionary to mandatory funding

e 2000: Passage of Agricultural Risk Protection Act, putting crop insurance on its
biggest upward trajectory



Growth in Crop Insurance Liability
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Crop Insurance Timeline

® 2004: SRA cuts $36M under Bush Administration
® 2005: PRP introduced

e 2008: Farm Bill cuts $6B from crop insurance, authorizes renegotiation of SRA, but
rejects ACRE encroachment on crop insurance and repealed PRP

e 2010: SRA cuts $8B under Obama Administration, imposing unauthorized A&O and
compensation caps, interfering with private contracts, interfering with legal rights,
upending history of compensating P&C agents

e 2011: Attempted Farm Bill introduces replacement revenue program for ACRE; USDA
announces major re-rating

e 2012 / 2013: Farm Bill debate continues; re-rating debate continues; ongoing budget
issues, including sequestration
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"The temptation
is to unpack,
settle down in
the present, and
forget about the
pilgrimage.

- Fr. Richard John
Neuhaus



Cuts Since ARPA

2004 SRA ($36 million)

2008 Farm Bill | ($6 billion)

2010 SRA ($8 billion)

(???)
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A&O Language in Statute
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Language RMA Relied On
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A&O Cuts by State

2009 A&O: (2010 A&O: | 2011 A&O
Post-Farm | Post-Farm | Estimates Change Change Change
State | 2008 A&O Bill Bill from 2010 | from 2009 | from 2008

FL 29,372,686 20,224,654 14,452,590 12,727,455 -11.94% -37.07% -56.67%
1A 185 883,988 127,350,688 109,804,953 93,719,823 -14.65% -26.41% -49.58%
MN 174.805.266 112,850,459 99,489,117 90,706,189 -8.83% -19.62% -48.11%
ND 226,029,389 139,371,552 115,859,784 119,775,130 3.38% -14.06% -47.01%
NE 141,776,549 106,587,356 79,579,091 80,174,537 0.75% -24.78% -43.45%
SD 104,701,314 88,021,883 85,582,520 -2.171% -18.26% -40.43%

143,667,890




SRA Language
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Covenant Not to Sue
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Members Sound Off on Crop Insurance

mAe have heard again and again from producers that crop insurance is the best risk

H "
management tool available. | |
E-CGHEFESSFT'IEIH Frank Lucas (R-OK), Chairman of the House Agriculture Committee

“Crop insurance is going to be the mainstay, the foundation.”
-Senator Debbie Stabenow (D-MI), Chairwoman of the Senate Agriculture Committee

T ———

i
o - e
"I there is anything we want to preserve and strengthen, it |_s crop msurz_nJ:ltI:.IE
_Senator Pat Roberts (R-K5), Ranking Member of the Senate Agriculture Committe

“Farmers should be protected against the unpredictable, and often volatile, nature of

farming by a mature risk management tool like crop insurance and supplemented by
loan guarantees.”

I -5enator Tom Coburn (R-QK)




Farmer Praise

crop insurance is the only thing

ups a banker and a farmer, | can tell you that federal
N
that makes it possible forus to loan money to small farmers.
_Alan Rosendahl, 3 Seniorvice presidentatlows state Bank

“Crop insurance |
s a key part of my farmi
evaluate in detail. pri . Y tarming operation because m
I've made that eyj IF"”DIF to planting, the optimal coverage for wh:;; T;EEM anc.l |
aluation, crop insurance becomes the underpinni ";plantmg. Once
ning ror ﬁnaﬂcing

from the bank.”
-Quentin Bowen, Nebraska farmer

rs depend on components contained

ugecause of the many challenges, all young farme
e—to provide lenders with the

in the 2008 Farm Bill—most notably crop insuranc
confidence and collateral they need to extend loans.”

_Matt Huie, Texas farmer

“Federal crop insurance gi
_ gives us a big safety net...[t ,
good, but the risks are actually greater than ever :I.:- he] farming economy is pretty

“




“ASA [Soybeans] will strongly oppose any proposal to further reduce crop insurance

funding.”

“In the diverse basket of federal f
arm safety net : .
the most reliable and imperative.” Y programs, crop insurance is one of

-BingVon Bergen, on behalf of the National Association of Wheat Growers

>:

« without crop insurance, financing would be practically impossible to get. It's critical

that crop insurance work with FSA programs--not in conflict.”
_Steve Verett, executive vice president of the Plains Cotton Growers Association and treasurer of

southwest Council of Agribusiness




“The highest
priority for
NCGA is
securing a
strong crop
insurance
program.”

-National Corn Growers
Association President
Garry Niemeyer




Ranking Member Peterson in August 2011

The Hagstrom

Agriculture News As It Happens

Report

“I am against making any cuts
in crop insurance ... any i
changes in crop insurance.

id
“Peterson defended those cuts, but S:h B -
he believes it is too early to evaluate the p insurance ... any chang

told the Minnesota Ag Leadership

red by Minnesota Corn, a growers’

impact of those changes. ‘We need

lmp ’ h t ’m act those 008 farm hill, Congress cut back an the
knOW W a l p fam and authorized the Agriculture

anOther year to 'd b Dﬁt Agency to renegotiate tl:?e agreement

changes have had, Peterson said.

¥ern the program, which had resulted in

Peterson defended those cuts, byt sajd he believes it is tog early
’ ' bse changes. “We need

another year to House Agricutture
. . he bottom fanges have had, Peterson said.
“‘Crop insurance for meis t

Committee ranking

1 1 t he fears Fance has increased along with the
line,’ Peterson said, adding tha

of between 58 ang 59 billion this year,

1 farm rd subsidizing about 55 percent of the cast of producers’
led f lobbyists to note that ¢ ins
that at some point it may be the only S program and ey 012 T2t rop nsuranc
2
program left.

arget for budget




T
$2 Billion from

underwriting gains
e
- ’
PreSldent S d ﬁ?, i7 Billion from A&O
. Propose€ y lowering from $1.2
Revised P Billion to $900 Mill;
Bu dget: 900 Million
.11 ° -
$ S. 3 Bllllon Rerating CAT for
‘n Tot al Cuts $600 Million

Reducing premium subsidy by 2
points on all coverage above 50%




Rerating

DIN - November 30, 2011
By Chris Clayton

In fact, an Oct. 26 letter to Secretary Vilsack on the premium change did not just come from Lucas. Ranking member
Collin Peterson, D-Minn., signed on, as did Rep. Mike Conaway, R-Texas, and Rep. Leonard Boswell, D-Towa, who also
are chair and ranking member of the subcommuittee that oversee crop insurance. The letter to Vilsack states, "We are very
concerned about the lack of transparency in the development and evaluation of the new methodology, and we urge vou to
open the process to public scrutiny. The new rating system being developed by a pubhn: contractor has not been made
__ puble-and it external review process being used by EMA 15 mited and confideTT
'[he l:mfmakerﬂ I'EIl“EIj CONCErns over whether the EMA change would be actuarially 'anunrl
<) _ : k - T=tone of risk management for
pmductmn ag:m:ulmre fnr the ful:ure not nnlx by farmerﬂ but 1:r1. Cnngress anu:l I:he administration as well. As a result, it is
paramount that we take actions that are based on the best science available, improve the effectiveness of the program, and
are not detrimental to the long-term protection and service that producers receive."




2012 Farm Bill Challenges
OMB

“Love is sometimes blind,

but contempt is always
blind.”

-Fr. Richard John Neuhaus




2012 Farm Bill Challenges

Other farm policy opponents

"It's an inefficient delivery system,” said Tom Cook, deputy directnrtuf GA?;E:::::E"
i "It tem that a large percentage o

Resources and Environment team. 'It's a sys . : '

expenditures for this program end up going to just the delivery of the program, to the

L L
middle men: insurance companies and insurance agents

“Babcock has developed crop insurance policies and worked as a consultant for the
USDA Risk Management Agency, the federal agency that oversees crop insurance.
Recently, Babcock, in accordance with non-profit Environmental Working Group,

released a report called "The Revenue Insurance Boondoggle: Taxpayer-paid windfall
for industry."”




2012 Farm Bill Challenges

Discontent of...

...the well-served

“Tolman noted that corn growers think their premiums are too high for their level of

risk.”

...the underserved

“Lawmakers heard from farmers about the value of crop insurance, but that doesn't
work well for all commodities, including rice and peanuts.” So that's what complicates
the commodity title," Stabenow said. "It makes it more difficult as we look at different

regions of the country.”




2012 Farm Bill Challenges

Lack of industry unity

Lack of farm group unity

Interaction with farm programs

Lack of involvement

Increased expectations put on crop insurance



2012 Farm Bill Challenges




CIPA Priorities

e No more crop insurance cuts in the Farm Bill

e Ending SRA raids on crop insurance funding

e Agent compensation

e Correction of errors

e Large claim reviews

e FSA information sharing

e Addressing APH

e Total Coverage Option (TCO)

e Urging new policies to meet underserved

e Enterprise Units (EU), including by practice and rating




What you can do? Get involved...

(1) Senators and Congressman should
know who you are and what you like
and care about...should see you as a
reliable resource

(2) Industry from company to customer
should know you want unity in crop
insurance

(3) Don't tolerate bad press, especially if it
is friendly fire: complain

(4) Join CIPA

(5) You can help tackle giant issues
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“All great works
are effected, not
by a multitude,
but by the deep-
seated
resolution of a
few...for alas!
popular favour
is hardly to be
expected for the
cause of Truth.”

-Blessed John
Henry Newman




