Farm Profitability and Risk Going Into 2022

Post Application Coverage Endorsement (PACE)
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What percent of nitrogen do you
plan on applying after planting?

O 0%

O Less than 25%
O 25% to 50%
O50% to 75%

O Over 75%
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Topics

* Product Description
* PACE Claims
* PACE FAST Tool
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Post Application Coverage Endorsement (PACE)

Provides payments if you can not apply nitrogen
after planting because of weather-related reasons

PACE is an event insurance (like hail),
final yield does not matter

Available for

= Revenue Protection (RP)
= Revenue Protection with Harvest Price Exclusion (RPHPE)

= Yield Protection (YP)
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2022 PACE

Pilot Area

farmdoc
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Implied Chance of Missing
Post-Plant Application
17% (with Load)
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2022 Example

e LaSalle County, lllinois
S5.80 Projected Price
220 bushel/acre yield
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2022 Example

e LaSalle County, lllinois
S5.80 Projected Price
220 bushel/acre yield

Farmer decides by March 15

= Total N to be applied for the year

= Post-application percent: 40%

= PACE coverage level election: 90%
= Unit (Enterprise, Basic, Optional)

* Farmer-paid premium: $2.82 per acre

* Payments if post application

can not be made = $69 per acre
Can go up if harvest price greater than
Projected price, RP

X ILLINOIS

75% PACE Coverage

90% PACE Coverage

Post- Farmer= PACE Farmer- PACE
Application Paid Indemnity, Paid Indemnity
25% $0.58 $29 $1.41 $34
30% $0.77 $38 $1.88 $46
35% $0.96 $48 $2.35 $57
40% $1.15 $57 $2.82 $69
45% $1.34 $67 $3.29 $80
50% $1.53 $77 $3.76 $92
55% $1.73 $86 $4.23 $103
60% $2.11 $105 $5.17 $126
65% $2.49 $124 $6.11 $149
70% $2.68 $134 $6.58 $161
75% $3.07 $153 $7.52 $184
80% $3.45 $172 $8.36 $207
farmdoc



PACE Decision by March 15

* Post application percent post-

= Farmer reports total N budget
= Amount applied post plant

* Example

= 200 pounc
120 pounc

30 pounc

= Post application percent is
80/200 = 40%

X ILLINOIS

Application

s actual N
s in Fall
s post-plant

90% PACE Coverage

Farmer-
Paid

$2.82

PACE
Indemnity

$69

farmdoc



PACE Decision by March 15

75%) PACE Coverage 90% PACE Coverage

¢ PAC E Cove ra ge Post- Earmer- PACE Farmer- PACE

Application Paid Indemnity Paid Indemnity

= Range from 75% to 90%

e Influences:

= Premium

= Indemnity

T ILLINOIS farmdoc



PACE Decision by March 15

* PACE Unit (not the same as RP unit)
= Enterprise units: can choose basic or optional units
= Basic units: can choose basic or optional units
= Optional units: optional units

* Do not have to insure all basic or optional units

* If you have enterprise units in two counties,
can insure one and not the other

* Must insure all units that majority (50%) is post-applied

X ILLINOIS
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Unit Impact on Premiums

Enterprise Basic Optional
Post- Farmer= PACE Farmer- PACE Farmer- PACE
Application Paid Indemnity, Paid Indemnity Paid Indemnity
25% $1.41 $34 $1.86 $34 $1.86 $34
30% $1.88 $46 $2.48 $46 $2.48 $46
35% $2.35 S57 $3.10 $57 $3.10 $57
40% $2.82 $69 $3.72 $69 $3.72 $69
45% $3.29 $80 $4.34 $80 $4.34 $80
50% $3.76 $92 $4.96 $92 $4.96 $92
55% $4.23 $103 $5.58 $103 $5.58 $103
60% $5.17 $126 $6.82 $126 $6.82 $126
65% $6.11 $149 $8.06 $149 $8.06 $149
70% $6.58 $161 $8.68 s161 $8.68 $161
75% $7.52 $184 $9.92 $184 $9.92 $184
80% $8.36 $207 $11.02 $207 $11.02 $207

X ILLINOIS

Basic and optional units
have higher premiums
than enterprise units

Difference in premiums are due
to higher subsidy for enterprise
units

The unit choice will not
influence per acre payments.

farmdoc



Making a claim

* Farmer initiates the claim process

* There is a window listed in actuarial documents for making post application
that depends on planting date. (Can vary by county)

= May 1 between June 1 and June 22

* Farmers can apply before and after those dates. Crop insurance companies
will be provided weather analytics between those dates

* The claim will receive scrutiny if weather analytics indicate that adverse
weather did not exist. PACE will be somewhat like prevent plant in its

application

T ILLINOIS farmdoc



Making a claim

e Claim has to be because weather related causes
(can not be because of supply issues)

* Farmer indicates to crop insurance agent that application
can not be made on 10 of the PACE insured acres

* Payment would be (LaSalle County, 40% application rate)
10 acres x $69 = S690

T ILLINOIS farmdoc



Two checks on payments

1. Check post-application percent to see
if before applications cause a
lower post-application percent

2. Coverage does not exceed deductible
when RP (Rphpe, YP) make a payment

T ILLINOIS farmdoc
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Post application percent

Farmer reports by March 15:

* Total N application
* Declared post application percent

Final percent will be lower if pre-applications exceed:
Approved yield x 1.2 x (1 — declared post application percent)

If exceeded, post application percent is lowered to:

1 Actual pre-application Ibs N
(Approved yield x 1.2)

T ILLINOIS farmdoc



Example

Reported by March 15:
= 200 pounds of B expected (120 pounds/ 80 pounds post applications)
= 40% declared post-application percent
= 220 TA-APH

* Applied 120 pounds pre-plant and have a claim. Calculate
220 approved yield x 1.2 x (1 - .4) = 158

* In this example, pre-applications do not exceed the limit,
so no adjustment

T ILLINOIS farmdoc



Deductible limit

If RP (or Rphpe, YP) pays,
PACE payment can not exceed the deductible:
(1- RP coverage level) x guarantee x acres

Example
RP-85%,
220 guarantee yield, $5.70 projected price

Total payments can not exceed

.15 x 220 x S5.70
= $188 x insured PACE acres

T ILLINOIS farmdoc



PACE Decision by March 15

75%) PACE Coverage

90% PACE Coverage

Post-
Application

Farmer-

PACE

Farmer- PACE

Paid Indemnity’ Paid Indemnity
25% $0.58 $29 $1.41 $34
30% $0.77 $38 $1.88 $46
35% $0.96 548 $2.35 $57
40% $1.15 $57 $2.82 $69
45% $1.34 $67 $3.29 $80
50% $1.53 $77 $3.76 $92
55% $1.73 $86 $4.23 $103
60% $2.11 $105 $5.17 $126
65% $2.49 $124 $6.11 $149
70% $2.68 $134 $6.58 $161
75% $3.07 $153 $7.52 $184
80% $3.45 $172 $8.36 $207

X ILLINOIS

The 80% post-application
percent at 90% coverage
level may face a limit.

In this case, can not have all
acres making a PACE claim
and receive the entire $207
per acre

farmdoc
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FAST Tools

Post Application Coverage Endorsement Tool

About This Tool As an alternative to the executable tool you can
download the spreadsheet here,

@ Last Updated : February 16, 2022

This program calculates premiums for PACE: Post

Application Coverage Endorsement Insurance.

& Download this FAST Tool




Are you interested in using PACE

O Yes, most definitely

O Yes, thinking about it
O No
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FAST Tools

Post Application Coverage Endorsement Tool

About This Tool As an alternative to the executable tool you can
download the spreadsheet here.

@ Last Updated : February 16, 2022

This program calculates premiums for PACE: Post

Application Coverage Endorsement Insurance.

& Download this FAST Tool




Continue
FAS T PACE: Post Application Coverage Endorsement Tool

Updated 2/16/2022

This program calculates premiums for PACE: Post Application Coverage Endorsement Insurance

Provi By:
For recent updates on this tool and other FAST tools, Suppprt .rov.lded v
visit us at www.farmdoc.uiuc.edu. ¢ lllinois Corn

Marketing Board

farmdoc e RVA

Aariclitiia g —
Consumer Economics

COLLEGE OF AGRICULTURAL, CONSUMER Unded Stales Department of Agriculture
UNIVERSITY OF ILLINOIS & ENVIRONMENTAL SCIENCES Risk Management Agency

Conditions of Use

This software is provided 'as is' and without warranties as to performance or merchantability. Statements may have been made to you about this software. Any such
statements do not constitute warranties and shall not be relied on by the CUSTOMER in deciding whether to use the program. This program is provided without any
expressed or implied warranties whatsoever. Because of the diversity of conditions and hardware under which this program may be used, no WARRANTY OF
MERCHANTABILITY or WARRANTY OF FITNESS for a particular Eurpose is offered. The user is advised to test the program thoroughly before relying on it. The user
assumes the entire risk of using the program. The UNIVERSITY OF ILLINOIS will not be liable for any claim or damage brought against the CUSTOMER by any third
party, nor will the UNIVERSITY OF ILLINOIS be liable for any consequential, indirect, or special damages suffered by the customer as a result of the use of the software.
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Post Application Coverage Endorsement Tool

State Illinois

County Champaign

Unit Enterprise

Underlying Policy RP

Underlying Policy Level 85%

APH yield 200

Base price S 5.50

Pace Coverage Level Election 90%|(75% to 90%)

90% Pace Coverage Electtion

Post Farmer- FA ST

e & Post Application Coverage

25% $1.63 $30
30% $2.72 $50
35% $3.27 $59
naorsemen 00
45% $4.36 $79
50% $5.44 $99
55% $5.99 $109
60% $7.08 $129
65% $8.17 $149
70% $9.18 5168
75% $10.03 $188
80% $10.90 $208

1 PACE makes payments when applications of nitrogen can not be made post-planting. More
information is available at:

For 2022, PACE is available in a limited number of counties. This tool only quotes for those
counties. A map showmg those counties is available at:

3 Units do not have to be the same as the underlying COMBO policy.

“PACE is available for Revenue Protection (RP), RP with harvest price exclusion (RPhpe), and
Yield Protection (YP).
® Use the yield to determine guarantees. This will be either the Actual Prodution History (APH)
yield or the Trend-Adjusted APH yield.
® Higher PACE elections will have higher indemnities when they occur than lower PACE price
elections. Farmer-paid premiums increase with higher price elections.
7 The post application percent is the amount of nitrogen applied after planting.
& The PACE indemnity will be paid if nitrogen can not be applied because of natural causes. Final
yields do not matter. Under RP, the PACE indemnity can increase if harvest price is above the
projected price.
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Post Application Coverage Endorsement Tool

State Not available everywhere |lllinois

County Champaign

Jnit Basic, Optional, Enterprise |Enterprise

Underlying Policy  YP, RP, or RPhpe [RP

Underlying Policy Level 85%

APH yield 200

Base price  Same as underlying policy | S 5.50

Pace Coverage Level Election 90% (75% to 90%)

T ILLINOIS farmdoc



90% Pace Coverage Electtion

Post Farmer- PACE TOOI OUtpUt

Application Paid PACE
Percent Premium Indemnity Based on coverage election,

5o $1.63 ¢30 the Tool calculates

30% $2.72 550 = Farmer-Paid Premium

35% $3.27 $59 .

40% $3.81 69 = Indemnity

45% $4.36 579 L. :

50% $5.44 s99 Post Application Percent is

5% »5.99 °109 " the amount of total N to be

60% $7.08 $129 . .

659% $8.17 s149 applied after planting

70% $9.18 $168

75% $10.03 $188

80% $10.90 $208

T ILLINOIS farmdoc



farmdocdaily.illinois.edu/2022/01/the-post-application-coverage-endorsement-pace.htmi
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Share This

u n n download PDF

Weekly Farm Economics

The Post Application Coverage Endorsement (PACE)

Gary Schnitkey and Bruce Sherrick
Department of Agricultural and Consumer Economics
University of lllinois
January 18, 2022
farmdoc daily (12):7

Recommended citation format: Schnitkey, G. and B. Sherrick. "The Post Application Coverage Endorsement (PACE)." farmdoc
daily (12):7, Department of Agricultural and Consumer Economics, University of lllinois at Urbana-Champaign, January 18,

2022.
Permalink

The Post Application Coverage Endorsement (PACE) provides payments when a farmer cannot apply nitrogen to corn after
I ILLINOIS planting because of weather-related causes. Some farmers indicate they do not rely on post-plant nitrogen applications because

farmdoc
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Crop Insurance

Crop Insurance Tools

Premium Calculator

Crop Insurance Premium

Calculator
Last Updated: February 3, 2022

The 2022 ifarm Crop insurance Premium Calculator
allows users to develop highly customized estimates
of their crop insurance premiums, and compare
revenue and yield guarantees across all available
crop insurance products and elections for their actual
farm case.

Decision Tool

Crop Insurance Decision Tool
Last Updated: February 2, 2022

This program calculates premiums, evaluates
insurance payments, and provides historical data
useful when making crop insurance decisions for
multiple crops. Estimates are for crops in midwest
and southeast states.

As an alternative to the executable tool you can

download the spreadsheer het

Catch up with the farmdac Daily A

View our Youru

lide here

sazsana fif |1

Our Sites: farmdoc

Market Prices  Sections Tools

5 Payment Evaluator

Crop Insurance Payment Evaluator

Last Updated: February 16, 2022

The 2022 iFarm Crop Insurance Payment Evaluator

provides helpful information to producers comparing

costs and risk reductions across their available crop
insurance alternatives.

[ UET——

ECO/SCO Payment Estimator

ECO/SCO Payment Estimator
Last Updated: February 25, 2021

With this program, a user can estimate payments for
individual farm level crop insurance products in
addition to SCO and ECO.

As an alternative to the executable tool you can

downlg

ad the spreadsheet here.

Publications Webinars/IFES Sponsors/Donate

i price Distribution

Price Distribution Tool
Last Updated: Always Live

The iFARM Price Distribution Tool uses current option
market prices to derive estimates of the probability
distribution of prices at the expiration of an
underlying corn and soybean futures contracts.

Cover Crop Analyzer

Cover Crop Analyzer
Last Updated: February 4, 2021

The cover crop project seeks to provide farmers with
a practical web-based decision suppert tool designed
to help manage cover crops in their fields. The
project makes use of existing research to
demonstrate the potential for cover crops, as well as
providing useful information far decision making and
management of this practice. It will also seek to apply
future research on cover crops as results are
incorporated into updates and new iterations of the
tool. This remains a work in progress with a goal
towards adapting with the science.

Starta Job

Dashbosrd

My Farm

farmdocpaiy FarmPolicy News Q

About Us

Crop Insurance Tools
armdoc.illinois.edu/crop-insurance

rop Insurance Premium Calculator
rop Insurance Decision Tool

ECO/SCO Payment Estimator
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- FAST Tools

FAST (Farm An

lysis Solution Tools) are a suite of Microsoft Excel spreadsheets designed to assist those in

Farm Analysis.Solution Tools

Featured Tools

agriculture make better decisions via user-friendly computer programs. FAST aids users in perf

analysis, assessing investment decisions, and evaluating the impacts of various management decisions.

rming financial

State [inois 2020 IFARM Premium Calculator Crop Insurance Decision Tool
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search FAST Tools e,
All Farm Financial Grain Marketing and Investment Livestock Loan E Yield and Land
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Post Application Coverage
Endorsement Tool
February 16, 2022

This program calculates premiums
for PACE: Post Application Coverage

Endorsement Insurance.

Crop Insurance Decision Tool
February 2, 2022

This program calculates premiums,
evaluates insurance payments, and
provides historical data useful when
making crop insurance decisions for
multiple crops. Estimates are for
crops in midwest and southeast
states....

Farm Bill What-If Tool
January 11, 2022

This program calculates Agricultural
Risk Coverage for County Coverage
(ARC-CO) and Price Loss Coverage
(PLC) payments. County yields and
market year average (MYA) prices are
brought in for a user-specified state-
county-crop combination. Users then
can change 2018 through 2020
county yields and prices to see ARC-
CO and PLC payments under those
yields and prices

Farm Rent Evaluator
July 20, 2021

Compares the risks and returns of

different leases

. farmdoc.illinois.edu/FAST
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Recent Articles
Ethanol Production Profits in 2021: 2022 Forecast Returns Under Cattle Herd Still Shrinking: Higher ' U u u h e
What a Ride! Differing Rental Arrangements Prices to Follow

February 10, 2022
Scott Irwin
The U.S. ethanol industry entered 2021

with a hangover from the COVID pandemic.

While the industry managed to eke out a
verv small net orofit during 2020. losses
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Returns for share rent, cash rent, and
variable cash rent arrangements are

estimated for corn and sovbeans on high-
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The USDA's January 1 cattle inventory
report places the total number of cattle
and calves at 91.9 million head, down 2%
from a vear ago confirming that the
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