United States Risk Research P.O. Box 419293
Department of Management and Kansas City
Agriculture Agency Development Missouri 64141-6293

February 6, 1997

TO: Directors, Regional Service Offices

FROM: Tim Hoffmann, Acting Director
Product Development Division

SUBJECT: 1998 Nonstandard Classification Handbook Changes

The review of the 1998 Draft Nonstandard Classification Handbook went very well. We
received many helpful comments. The following lists the proposed changes, summarizes
comments, and designates the final changes for the 1998 NCS crop year.

1. Added new procedure for hail. Hail is not deducted for apples under any of the apple
options. It is also not deducted for income protection policies or crop revenue coverage

policies.
Response: No Comments!
Final : In addition to the proposal, no hail deduction will be made for any apple

experience (not just the experience earned under an option). This
additional change was made due to changes in the rate process.

2.  Selection criteria are expanded to include:

(@) a minimum net indemnity amount (please send your suggestions on an amount by
crop. It must be over $100).

Response: Recommendations varied from $100 to $50,000.
Final Change: The minimum net indemnity amount is set at a $1000 for all crops.

(b) a Z score override (if there are 5 or more losses and a loss ratio of 1.5 or greater then
select the entity regardless of the Z score).

Response: There was some concern whether this would make any difference in the
entity’s current rate? We determined that rates would increase for persons
selected under this criteria. Additional selections do not appear to be
significant. In lowa, an additional 65 people were selected for soybeans

AN EQUAL OPPORTUNITY EMPLOYER
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with 95 percent having a 13 percent or greater increase in rate. In South
Dakota, only 25 more people were selected for sunflowers with 92 percent
receiving an increase in rate.
Final change: As proposed.

3. Added procedure for prevented planting adjustments. For prevented planting policies, the
prevented planting liability for 1995 and succeeding crop years is adjusted to equal the
liability of the crop as if the crop was planted. Indemnities paid for prevented planting,
during the 1995 crop year, are reduced as follows:

(@) Indemnities paid when no other crop is planted are reduced by 1/3.

(b) Indemnities paid, when an approved substitute crop is planted, are reduced to 0.

(c) Indemnities paid when an approved cover crop is planted and not harvested, hayed or
grazed are reduced to O.

Response: Questioned what the 1996 procedure would be for prevented planting.
Final: The proposal will be implemented for 1995 crop year as stated. For the
1996 crop year, the proposal will apply with the exception of item (a)
which applied only to the 1995 crop year.
4. Updated reconsideration letters.

Response: Suggested letters be signed by the Branch Chief.

Final: Any further reconsideration or appeal is made to a level outside the RSO,
therefore, the director should sign these letters.

5. Updated notification letters.
Response: Suggested letters be signed by the Branch Chief.

Final: Proposed change was made, also a sentence was added stating the
classification may also apply to the spouse and minor child(ren).

6. Modified Exhibit 7 to show both farm serial numbers and legal description(s) on one sheet.
Response: No Comments.

Final: Proposal was implemented.
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7. Added procedure for DAP factors when updating the target yield. The target yield is
updated every 5 years. All previous DAP factors are frozen except the last two years. If an
error is made which makes a difference of 10 percent or more in any factor, then the factor
may be updated for that year.

Response: No Comments.
Final: Proposal was implemented.

8. Added clarification on selection by crop. Citrus, stonefruit, and tobacco have been
separated into various crop codes. These crops are selected as designated by their crop
codes. California grapes are selected by grouping the types together, even though they are
insurable by type. They may be rated by type.

Response: No Comments.
Final: Proposal was implemented.

9. Income protection (IP) and crop revenue coverage (CRC) policy insurance experience is
added to the basic policy insurance experience. Group risk production policy insurance
experience is kept separate and not used for NCS purposes.

Response: (a) Concern with numbers selected if we include halil.

(b) Concerns were raised with the need of separate DAPs and indemnities
from low prices.

Final: (a) Hail is not excluded because the hail exclusion option is not available
on these crops.

(b) These concerns are alleviated by using only the production portion of
the experience for CRC.

10. Added procedure on including the social security number (SSN) or employer identification
numbers (EIN) on the log. Do not duplicate SSNs/EINs. For carryover contracts with
duplicates, a listing is being compiled to assist you in determining the appropriate SSN/EIN
from the current SSN/EIN data base. An inquiry program is being developed to help assist
you in this research.

Response: There may be a need for duplicate numbers.

Final: Proposal will be implemented. Actuarial is using the SSN/EIN (ID) number
to identify producers on NCS. Each producer listed must have a separate 1D
number.

11. Added procedure for entities with experience in various states. For adjoining states, the
insurance experience may be combined for selection and/or classification.
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12.

Response: No Comments.
Final: Proposal will be implemented.

Added procedure providing that entities selected because a year drops out of the base
period will not be listed on NCS, if the current year is a nonloss year.

Response: Questioned if a nonloss year includes a year in which no experience is earned
for the current year.

Final: Proposal will be implemented. No experience earned for the current year is
included in this procedure as a nonloss year.

The following changes were implemented based on comments and other factors.

13.

14.

15.

16.

17.

Updated Z scores exhibit list.

Added procedure to refer entities to the compliance office when they create or use another
entity to avoid their NCS classification.

Substantial Beneficial Interest is determined at the time insurance attaches for the crop.

Added an exhibit for a listing of nonselected entities that were on the NCS supplement the
previous yeatr.

Per NCS regulations:
(@) Updated various definitions per the FCIC regulations.

(b) Revised the number of days for requesting a reconsideration from 45 days to 30 days.

If you have questions, contact Pat Srader at (816)926-6344. Thanks for your assistance.

RMA:PDD:PSRADER:jm:2-6-97:wpdoc:s:\98dhblr.wpd

CONCURRENCE:

PSRADER WMSMITH JMCGARRY EMPOTTS THOFFMANN
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OP1: PRODUCT DEVELOPMENT
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APPROVED:

1 PURPOSE

These iInstructions are provided for the 1998 crop year
Nonstandard Classification System to establish rates and
coverage for insureds with atypical loss frequency and

severity.

2 CANCELLATION

A Effective Date. The FCI C 16010 Nonst andard
Cl assificati on Handbook becane effective on Cctober

1996.

B | ssuance Resci nded.

The handbook replaces Transm ttal

No. Mr-12 dated February 09, 1995.

DISTRIBUTION

Deputy Adm nistrators, and Division Directors, Washington, D.C

and Kansas Cty, Drector, Al

Regi onal Service and Conpliance

O fices, and National Appeals Division.
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OPERATING POLICY

Thi s Handbook is the Federal Crop Insurance Corporation's
(FA Cs) official publication on the Nonstandard
Classification System (NCS). The procedures in this
handbook are applicable to all policies insured or reinsured
under the Federal Crop Insurance Programand is it's
underwiting standards for adm nistration.

Thi s handbook is witten and nai ntai ned by:

The Deputy Adm nistrator for the Research and Devel opnent,
Product Devel opnent Division P.O Box 419293, Kansas City,
Mb. 64141

All items in this handbook were researched and devel oped
with the responsible parties or their authorized
representatives. If an error is found, notify us in witing
at the above address. Qutline the error and indicate the
proposed correction. Errors may be corrected for the
current crop year. Proposed changes should be submtted in
witing through your proper organi zational channels to the
Product Devel opnent Division for consideration.

Shaded areas indicate changes, additions or corrections from
t he handbook previously published in 1995.

INTRODUCTION

The fundanental purpose of underwiting is to protect the
insurer from adverse selection and to assure coverage and
rates adequately reflects the insured risk. These kinds of
protection are critical functions in all lines of insurance.
As the insurer in the crop insurance system FC C nust al so
performthis function.

A generalized system for assigning insurance rates and
coverages, such as the Actual Production H story (APH)
program does not address all extrenmes and variations in
insurance risk. Detailed review of FCIC insurance
experience indicates a small group of insureds are
collecting a disproportionate share of indemities. This
group may consi st of persons that are abusing the program
ci rcunst ances where degree of risk cannot be addressed by
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APH, or instances where APH classifications are sinply
incorrect. Either rates for all insureds nust be increased
to account for this risk group, or the group nust be defined
and treated separately for insurance purposes. FCIC
experience has shown that insureds wth favorable insurance
experience discontinue insurance when rates are increased
whi l e persons wth unfavorable insurance experience conti nue
the insurance. This contributes to an adverse sel ection
envi ronment havi ng negative inpacts on the entire program

To address this problem NCS was devel oped. Through NCS
insureds with atypical |oss frequency and severity wll be
identified as a separate risk group. Insurance offers
provided to this group will be nodified to reflect the risk
associ ated with each insurance contract. The intent of NCS
is to deal with the problemwhere it exists wthout
affecting all insureds.

Contracts identified in this risk group will be subject to
underwriting review. Factors contributing to the

subst andard performance of the contract will be identified.
Rat e and/ or coverage will be adjusted with the objective of
bringing future contract experience back to acceptable

| evel s.
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5

A
(1)
(2)
(3)

UNDERWRITING DIVISION RESPONSIBILITIES

NCS SELECTION

| mpl ement ation of NCS is dependent on the establishnent
of standardi zed selection criteria. An insured s |oss
experience nmust be eval uated against historical |oss
experience for the popul ation. The purpose of such
conparisons is to determne if the individual's
experience is typical for the popul ation.

The criteria used to select insureds for NCS purposes
are neasures of |oss frequency and | oss severity
(defined as a Z score or as a specified nunber of

| osses with a specified loss ratio). These criteria are
devel oped by the Product Devel opnment Division. The
Product Devel opnment Division will generate lists of
persons neeting the established criteria by crop (See
Exhibit 11). These lists will be sent to the Regional
Service Ofices (RSO for primary listing review and
detailed underwiting contract review of selected
persons.

For NCS selection to occur, the person nmust neet al
three of the follow ng requirenents

(a) Have at least three indemified | osses on the
i nsured crop during the base period, and have a
.60 m nimum | oss frequency.

1 The NCS base period (hereafter referred to as
base period) consists of ten cal endar years.
It extends through two years prior to the NCS
crop year for all crops except Az, Ca, and
Texas citrus and sugar cane where the base
period extends to three years prior to the
NCS crop year.

N

An indemified loss is defined as any year in
which total indemity (after adjustnents)
exceeds total premum Any indemity froma
replanting paynent is excluded during
selection. Indemity from hail damage is
excluded for all crops except apples and
crops insured under the incone protection(lP)
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pl an and the crop revenue coverage(CRC) plan.

Al so, CRC premuns and indemities as well as
prevented planting indemities and
liabilities are adjusted(See Section 8,
paragraph ¢ 4 & ¢ 6).

(b) Have a Z score calculation equal to or greater
than the regionalized Z criteria score for the
crop or five (5) or nore |osses have occurred in
the base period and the cunul ative loss ratio
equal s or exceeds 1.50.

Z score is defined as:
Z = (Ln(EPR x 100)) x the Square Root of LR
Where: Ln= Natural Logarithm

EPR = Cumul ative Earned Prem um Rate
(Total Prem um Total Liability
(Total Premumis the producer paid

prem um pl us the gover nment
subsi di zed portion of prem um)

LR = Curnul ative Loss Ratio
(Total Indemity divided/ Total Prem um)

(c) The cunul ative indemities in the NCS base peri od
exceed cunul ative prem uns during the sane period
by at |east $1000. 00.

(4) A disaster adjustnent procedure (DAP) factor is applied
on a county, crop, and crop year basis to recognize
w despread disasters that have occurred during the NCS
base period. (See Sec. 9, Paragraph 1)

(5 If an insured's insurance experience includes data from
nore than one county, the criteria in the county that
is nost favorable, will apply.

(6) If an entity has insurance experience in adjoining
states, all experience may be conbined for selection
and/ or classification.
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6 REGIONAL SERVICE OFFICE RESPONSIBILITIES
A ADJUSTING "'Z" SCORE

(1) Cenerate and/or update DAP factor files for all NCS
crops on a yearly basis (See paragraph I section 9).

(2) The RSO may recomrend regionalizing the adjusted |oss
ratio (Z score criteria) of a county or group of
counties. The national standard is set by crop (see
exhibit 12). Cuidelines nust be devel oped in each
office prior to adjusting the "Z" Score. These
gui del i nes nust be approved by Research and Devel opnent
in Kansas City.

NOTE: Itens submtted for approval nust be
submtted to the Director of Product
Devel opnment Division through the deputy
adm ni strator for the | nsurance Services
Di vi si on.

| f a program probl em appears to exist, report
the problemto Insurance Services in

Washi ngton, D.C. and to the Product

Devel opnment Division in Kansas City.

Docunent the problem and any possible
sol uti ons.

B REVIEW PRELIMINARY LISTINGS OF PERSONS SELECTED FOR NCS
(1) Verify entities and experience.
(a) Determne correct nanme conbinations.

(b) Elimnate nanmes/contracts from further
consi deration which do not neet selection criteria
due to incorrect nane conbinations, hail |oss
consi derations, prevented planting paynent
consi derations, additional experience, replant
consi derations, etc.

(c) Conbine insurance experience of contracts by nane

and requi renents of substantial beneficial
i nt erest when necessary.

8
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(d) Add new persons to the |ist when such experience
nmeets established selection criteria.
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(2) Performunderwiting review of selected persons.
(a) Obtain all data relevant to the sel ected nane.

1 | nsurance experi ence.

N

Basi s of insurance guarantee.

oo

Land | ocations of insured | and.

[

O her information as necessary.

(b) Ildentify type(s) of contract problens.

(c) Determne solutions to the identified problens.
(d) Apply underwriting adjustnent fornulas.

(3) Provide notification, by county, to persons for which
initial NCS adjustnents are nade.

(a) By certified return receipt nmail.

(b) At least forty-five (45) days prior to Regiona
Service Ofice filing of Actuarial Docunent Books
(ADB) .

(4) Miintain a log of NCS activity and provide reports of
NCS wor kI oad.

(5 Create and file actuarial docunents identifying types
of NCS adj ustnents nade for persons and/or |and by
county and crop.

(6) Conduct reconsiderations of NCS adjustnents.

(7) Performyearly updates to persons previously assigned
NCS C assifications.

10
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7 UNDERWRITING REVIEW OF PERSON LISTINGS

(1)

(2)

(3)

(4)

REVIEW FOR CORRECT NAME COMBINATIONS (DiVISION OF EXPERIENCE)

For the purposes of this part and all succeedi ng parts
of this handbook procedure, established definitions of
a person, substantial beneficial interest, and actively
engaged in farmng will be used. Refer to Exhibit 1,
Definitions.

The Regional Service Ofices (RSO w Il review NCS
l'istings provided by the Product Devel opnent Divi sion.
The objective of this revieww || be to identify

i ncorrect name conbi nations. The conputer nakes sone
basi ¢ assunpti ons when conbi ni ng experi ence data for
NCS purposes. Due to the variations in nane entries,
t hese assunptions may at tinmes be incorrect. Exanples
of errors the service office may encounter are:

(a) Experience for Larry L. Long and Larry L. Long |
that are separate entities was conbined. In this
case, the experience should be divided and
attributed to each person.

(b) Experience for Carl Stanley, C Stanley, and Car
D. Stanley may be conbined. 1In this case, the
RSO will determne if this is the sane person or
in fact, different persons.

There will be indicators on the prelimnary list that
wll be helpful in determ ning the accuracy of name
conbi nations. Indicators include phone nunber, policy
nunber, county name, SSNEIN, etc. |In certain cases,
it my be necessary to obtain information from other
sources. Such information may include reports from
EXPER and the Yield H story data bases, Farm Service
Agency (FSA), or Insurance providers.

| f incorrect nane conbinations are found, divide al
experience data between the different persons. |If, as
shown in Paragraph A(2)(b), it is found that C. Stanley
and Carl D. Stanley are separate persons, divide al

i nsurance data to show appropriate experience with the
correct person.

11
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(5) Upon conpl etion of Paragraph 4, apply the established
selection criteria to determne if the persons should
remain on the listing. An established conputer program
will be used for this purpose. |If selection criteria
are no longer net, renove the nane(s) fromthe |ist.

(6) Docunent all errors and situations when a nane is
removed fromthe listing.

B COMBINATION OF CONTRACTS

(1) Producers are selected for review by the Product
Devel opnment Division on the basis of nane. During the
revi ew process, the underwiter may becone aware of
ot her entities whose insurance experience should be
conbined with the selected nanme. Federal Regul ations
provi de that insurance experience of separate |ega
persons may be conbi ned for NCS purposes. Such
conbi nati ons are based on substantial benefici al
interest as defined in Exhibit 1, Paragraphs 1, 2,
and 4. The underwiter nust:

(a) Determine if the entities should be conbined.

(b) If conbinations are nade, recal cul ate i nsurance
experience to determne if conbinations still neet
the selection criteria.

(2) Review nanes that may need to be conbi ned.

(a) Recommendations consi dered for person conbinations
may originate from

1 Underwiter observations (RSO, insurance
provi ders and Farm Servi ce Agency FSA).

2 Crop insurance industry representatives and
agents.

3 FClI C personnel .

(b) Cuidelines to be used when conbi ni ng persons are
based on substantial beneficial interest of the
sel ected person in other farm ng operations.
Sources used to verify a person's interest in an
entity may include courthouse records or FSA

12
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(3)

(4)

(5)

producer information (CCC Fornms 501B, 502A-D,
503A, etc.). These forns provide percent
interest for all entities in which the person
shar es.

Determ ne the total insurance experience of the person
(See Exhibit 1, Paragraph 2). This is the sum of al
total premuns, indemities, and liabilities by year
for the person and any entities in which the person has
a substantial beneficial interest.

Use the Inform x NCS programto enter total insurance
experience. The programw || recalculate the selection
criteria for the person based on total experience.
Conpare this new selection criteria with the applicable
criteria for the crop. |If, after recalculation, the
criteria in Section 5A(3) are still net then perform
NCS revi ew.

Document all nane conbinations and maintain in the
person's experience file.

C ADDITION OF NAMES CORPORATIONS AND PARTNERSHIPS

(1)

(2)

(3)

Sel ection criteria nmay be applied on the basis of

I nsurance experience of a person, insured acreage, or
t he conbi nation of both. The prelimnary listing wll
not, in all cases, identify persons that neet criteria
for adjustnent under NCS. This is due primarily to
slightly different nane spellings or different
corporation nanes for the sane person. FC C and
private industry personnel will have the opportunity to
recommend nanes of persons who may represent
non-standard risks to FCIC for review. Reconmmended
persons will be reviewed in accordance with NCS
gui del i nes and procedures. For underwiting reviewto
occur, insurance experience for persons must neet
criteria set forth in Section 5A(3).

The RSO wi Il consider name recommendati ons at any tine
during the year. Incorporate acceptable
recommendati ons at the subsequent actuarial filing.

The process by which persons are added to NCS review is
as follows:

13
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(4)

(5)

SECTION 7 February, 1997

(a) Recommended nanes and nane conbi nati ons of persons
are submtted to the appropriate RSO Any
supporting docunentation should acconpany the
subm ssi on

(b) The RSO reviews the information and does initia
testing on the person(s). This is acconplished by
obt ai ni ng EXPER contract data for the contract and
using the Inform x NCS conputer program desi gned
for this purpose. |If testing shows the person
shoul d be selected for review, the RSO wi ||
conpl ete the NCS revi ew.

In all cases, docunent any additions to NCS prelimnary
listings.

Cor porations and Partnerships. Insureds identified
during the contract review may be involved in
partnershi ps and/or corporations. Under these
circunstances, it is often difficult to determ ne what
persons or entities should be listed for NCS purposes.
Li sting and cal cul ati on of adjustnents are based on the
definitions of person, total insurance experience of a
person, entity, and substantial beneficial interest.
The foll owm ng exanpl es may be hel pful:

Exanple 1.

(a) "Farms, Inc." consists of the legal entity Farns,
Inc., the president, John Smth, and vice
president, Steve Smith. Steve and John have a
substantial beneficial interest in Farns, |nc.
Steve has additional favorable insurance
experience of his own while John has no ot her
experi ence.

(b) When the prelimnary selection is nade, Farns,
Inc. is the identified nane.

(c) The experience for John is the sanme as that for
Farms, Inc. Both names (John Smth and Farns, Inc)
will be listed with identical NCS adjustnents.

(d) The total insurance experience for Steve includes

experience for Farns, Inc. and for Steve on his
own. |If the sumof this experience does not

14
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qualify for NCS adjustnent, the nane Steve Smith
cannot be listed. |If total insurance experience
for Steve and Farns, Inc. still qualified for

adj ustnent, the nane Steve Smth would be |isted.
Cl assifications assigned to Steve woul d be based
on the total insurance experience for Steve.

(e) The classifications assigned to Farns, Inc. apply
to all acreage the entity has an interest in. |If
Farns, Inc. shares with Steve Smth on his own
acreage, the highest rate and | owest coverage
factor apply to the shared acreage.

Exanpl e 2.

(a) "Flat Creek Enterprises" is a corporation owned
exclusively by Adam Smth. Flat Creek is selected
by NCS. M. Smth has additional favorable
i nsurance experience of his own.

(b) Total insurance experience for Flat Creek and Adam
Smth disqualifies Adam Smith from any NCS
adj ustnment. Adam Smith cannot be |isted. The
person, Flat Creek Enterprises, still qualifies
for NCS adjustnment. Flat Creek Enterprises would
be listed for NCS purposes.

Exanpl e 3.

(a) "Flap Jack Enterprises"” is a corporation owned
exclusively by David Doe. Flap Jack Enterprises
is not selected by NCS. M. Doe has additional
unfavorabl e i nsurance experience of his own.

(b) Total insurance experience for Flap Jack
Enterprises and David Doe qualifies David Doe for
NCS sel ection. Flap Jack Enterprises cannot be
listed. The entity, Flap Jack Enterprises would
receive the NCS classification because David Doe
has a substantial beneficial interest in the
cor poration.

The federal regulations state in 7CFR part 400 subpart
R section 400.458 that if a person creates or uses

15
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(1)

(2)

another entity to evade the assignnent of the
nonstandard cl assification system the person shall be
ineligible to receive any and all benefits applicable
to any crop year for which the schene was adopt ed.
Possi bl e cases should be forwarded to the Regi onal
Conpl i ance O fi ce.

ADDITION OF INSURANCE EXPERIENCE

During the review process, the underwiter may becone
aware of additional years of insurance experience. The
prelimnary printout may not identify all years of
experience. This results fromslightly different nane
spellings contained within the EXPER data base for the
same person. The underwriter nust identify all years
of data obtained during the review for conplete

eval uation of the insurance experience.

VWhen this situation occurs:

(a) Use the applicable programto enter additional
year (s) of insurance experience for the purpose of
recal cul ating the selection vari abl es.

(b) If the calculated selection variables neet or
exceed the NCS criteria(see paragraph 5A3)
continue the NCS revi ew process.

(c) If the calculated selection variables do not neet

or exceed the NCS criteria (see paragraph 5A3)
elimnate the nane from NCS review.
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8 DETAILED UNDERWRITING CONTRACT REVIEW

Upon conpl etion of the processes outlined in Section 7, the
underwiter must now performa detailed review of individual
contracts. The goals of this review are to:

* I dentify the problem
* Determ ne the appropriate solution to the problem
* I dentify situations where persons do not need to be

listed for NCS purposes.
A IDENTIFICATION OF CONTRACT PROBLEMS

(1) The review w || determ ne why experience on the
sel ected contract has deviated so greatly fromthe
norm Types of problens are:

(a) Contract-Wide problem.

1 Random and sustained | osses. No identifiable
pattern, yet | osses continue fromyear to
year not always affecting the sanme unit or
practice.

N

Repetitious | osses on one or nore insured
units. Losses that cannot be wholly
attributed to physical hazard or cropping
practices.

oo

Possi bl e nonconpliance wth program
gui del i nes. Docunent instances of suspected
nonconpl i ance for possible subm ssion through
appropriate channel s of supervi sion.
Continue the underwiting adjustnment process.

[~

The person is continuously insuring or
creating new units thereby avoi ding any
significant inpact of APH coverage

adj ust nent .

(b) Contract-Specific problem.

17



FCIC 16010

(2)

SECTION 8 February, 1997

[=

More than one | oss on a specific cropping
practice within the contract. Practices
include irrigated, non-irrigated, NFAC, FAC,
etc. (Practicel/ Type/ Option Specific R sk)

N

Repetitious | osses on one or nore insured
units. Losses that can be attributed to
physi cal hazard. (Pure Land Risk.)

oo

Repetitious | osses attributed to a specific
person on a specific land. (Person Specific
Land Ri sk.)

I dentifying the problemw || require gathering al
avai l able information relevant to the contract.
Specific crop categories will require the use of
different types of data in this review. See Section 10
of this handbook for instructions on handling each crop
category. The following is a general guide for

obtai ning and using basic informati on necessary to
determ ne the type of contract problem

OBTAIN: FCl - 19A or equivalent formused to establish
coverage and yield history. From RSO files,
Kansas City Yield H story Data Base,
i nsurance provider, or Agent.

USAGE: Est abl i shi ng accuracy of yield history and
nonactual Yields. Assuring incorporation of
| oss history into APH yield history.
ldentify the extent this contract is reliant
on assigned yields or yield [imtations.
(This can be acconplished by adding the APH
yields, for the nost recent year, before
l[imtations are applied and after limtations
are applied, then divide the first nunber by
t he second nunber to determ ne the contract
reduction percentage due to yield limtation
removal . )(This is a key part of determ ning
what type of underwiting adjustnment will be
made. A high degree of reliance on assigned
yields or yield limtations may indicate
coverage and/or rate adjustnent is preferred.
For contracts with a high percentage of prior
reported yields or for crops with a five year
yi el d base, rate adjustnent al one may be
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OBTAIN:
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OBTAIN:

USAGE:
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preferred.

Conpl ete | oss experience for the person.
From Kansas City Experience Data Base.
When necessary, the FSA O fice, or insurance
provi der may be contacted for copies of |oss
cl ai ns.

Assuring the accuracy of the prelimnary
l[istings. ldentifying the distribution of

| osses, type of loss, loss yields, and
practices involved within the contract. This
review wi |l be hel pful for distinguishing
contract-wi de fromcontract-specific
problenms. Data will also be used in rate and
cover age adjustnent fornul as.

Current actuarial docunents in effect for the
county. From RSO docunent files.

The contract experience may al ready have been
accounted for by existing actuari al

docunents. (FCl-2 Witten Agreenents, FCl-32
Li stings, the FCI-33 Crop I nsurance Actuari al
Map, or previously issued FCl-33 Suppl enents

etc.)

Where possible, detailed | and descriptions of
contract units. From Kansas City
Experi ence Data Base, FSA, Published Atlas &
Pl at Books for the county, Natural Resources
and Conservation Service (NRCS), or
i nsurance provi der Acreage Reports.

| dentification of specific land risk or
person-1l and ri sk.

Detailed soil maps and soil descriptions.
From Natural Resources and Conservation
Service (NRCS) and Regional Service Ofice
files.

In conjunction with specific land for
determ ning potential and specific risk.
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(3) In addition to these basic types of data, the RSO may
use other information for the purpose of identifying
the type of contract problem and degree of risk. Such
informati on may be obtained fromFSA yield histories,
Corps of Engineers, U S. GCeological Survey data, or
I nsurance provider representatives, |oss adjustnent
contractors, and underwiter field reviews of specific
| and.

(4) Upon conpletion of this data gathering exercise, the
underwiter should be able to identify the problem and
make an i nfornmed decision on how to solve the problem
The goal of this exercise is to provide equitable and
reasonabl e adjustnent to a contract based on experience
of that contract.

B DETERMINE APPROPRIATE SOLUTIONS TO THE CONTRACT PROBLEM

(1) For Contract-Wde problens, underwiting adjustnents
w Il be made on a person basis for al
practices/types/option, and all |and.

(2) For Contract-Specific problens, underwriting
adjustnments will be acconplished by:

(a) Person-Specified Practice/ Type/ Option-ALL Land.

(b) Person-Specified Practicel/ Type/ Opti on-Specified
Land.

(c) Specific Practicel/ Type/ Option-Specific Land.

(d) Specific land only. (Al practices and
Type/ Opti ons.)

(3) Solutions for the identified problemare sonetines
limted to specific crop categories. See Section 10
for possible types of adjustnents by crop category.
Where possible, apply Underwiting Adjustnment Fornmnul as
with the goal of Iimting liability first and
i ncreasing rate second. Avail able options are:

(a) Coverage only.

(b) Rate only.
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(4)

(5)

(6)

(c) Coverage and rate.

During the review process, the underwiter wl|
determ ne whi ch approach is necessary to bring

I nsurance experience back to acceptable |evels of
performance as determ ned by FCIC. For crops on which
all adjustnents are possible, as defined in Section 10,
the deciding factor is determ ned by the probl ens
identified during the underwiting review. For persons
that constantly change and create new units, rate and
coverage adjustnment may be the nost appropriate option.

Contract-Wde Problens. For sone crops, only rate may
be adjusted to handle contract-wi de problens. Wth

ot her crop categories, coverage and rate will be

adj usted by person for all land and
practices/ Type/ Options of the selected crop. Nonactual
Yields will be adjusted through a set fornula using

i ncurred contract experience as a basis for the
adjustnent. See the Underwiting Adjustnent Fornmnulas,
Section 9. In addition, as a part of this Coverage and
Rate Formula, rate may be adjusted on this person.

Adj ustnments wll apply to all new and previously
insured units of the selected person, all entities in
whi ch the sel ected person has substantial beneficial
interest in, and any other entities that the sel ected
person is actively engaged in farmng with on a shared
uni t basi s.

(a) Al Nonactual Yields wll be adjusted using
cal cul ated factors (NCS Yield Factors).

(b) Calculated rates wll be assigned.

(c) Use the FCl-35 Supplenent listing for
contract-w de adjustnments. The listing entry wl|
show person, all land, all practices/ Type/ Opti ons,
the NCS Yield Factor, and/or rate classification.
Refer to the Regional Service Ofice System Users
Manual for data entry instructions.

(d) See the cautionary note bel ow.

CAUTIONARY NOTE. Wen adjusting coverage AND rate,
conpare the calculated rate with the R-Span rate

21



FCIC 16010 SECTION 8 February, 1997

i ncreases derived fromthe NCS Yield Factor effect
within the contract. |In sone instances, the R-Span,
area rate, or standard high risk area rate will be

hi gher than the calculated rate fromNCS fornulas. In
t hese cases, DO NOT assign special rates to these
units. In order to make a rate adjustnent, the

cal cul ated rate nust be 10% or nore than the standard
rate. Also refer to Section 9 Paragraph H for
instructions on handling practices and | evels of

i nsurance cover age.

(7) Contract-Specific Problens. Refer to Section 10 for
possi bl e types of adjustnment by crop category. Types
of contract-specific problens identified are cultural
practices, types, options, or pure |land risk.

(a) Practice/Type/Option specific risk.
(Person-Specific Practice/ Type/ Option-ALL Land, or
Person- Specific Practice/ Type/ Qoti on-Specific
Land, or Specific Practicel/ Type/ Opti on-Specific
Land.) Contract experience nmust be divided by
practice/ Type/ Opti on using the EXPER data base.
Use caution wth data obtained from EXPER by
practice, type or option. The underwiter nust
determne liability, premum and indemity by
year for the crop, practice, and Type/ Opti on.

1 | f a practice/ Type/ Option adjustnment is to be
made on identified |land (Specific

Practice/ Type/ Opti on-Specific Land) for al

persons, data nust be separated and tied to

the land. Coverage adjustnents to Nonactua

yields will be acconplished using a sinple

average of actual yields available from

i nsurance records (a m ninum of 3 years of

data is required). Consult FC C 24010

Cl assification Standards Handbook for

al ternative nethods of adjusting coverage for

practice/ Type/ Opti on specific risk.

NOTE: I f Nonactual Yields determned in
this manner are applied to a
Per son- Specific Practice-Specific
Land, the yield nust be converted
to an NCS Yield Factor for listing
pur poses using this fornul a:
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New Nonactual Yield/Old T Yield = NCS Yield Factor
(Rounded to two deci mal pl aces.)

2 Rat es assigned to a Specific
Practice/ Type/ Option Specific Land, wll be
determ ned from adjusted | oss cost tines .93.
St andard RSO net hods of rating such | and may
al so be used.

oo

When coverage and/or rate are to be assigned
to a person (Person-Specified
Practice/ Type/ Option-Al |l Land), use NCS Yield
Factors and rates derived using underwiting
formul as for persons. Rates and coverages

W ll be determ ned from data separated by
practice/ Type/ Option within the person's

i nsurance experi ence.

[+

| f coverage and rate are to be adjusted, the
cautionary note in Paragraph 6 of this
section applies.

(b) Pure land risk. Wen land risk is the sole
problemidentified in the underwiting review,
classification changes will not be nade on a
person basis. The underwiter nmay adjust coverage
and/or rate on the specific land using the
cal cul ations established in the Underwiting
Adj ust nent Formul as, Section 9 for land. The
basis of calculations will be the insurance
experience of the selected person on this [ and AND
any insurance experience of other persons on the
identified |land during the base period. Such
changes will apply to all persons.

1 For rate adjustnments, standard RSO procedures
for rating high risk land nmay be applied or
adj usted | oss cost determ ned frominsurance
records tines .93 nay be used.

N

For coverage adjustnments, a sinple average of
three or nore actual yields wll be used as
the NCS Yield. Consult FCIC 24010

Cl assifications Standards Handbook for
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alternative nethods of adjusting coverage in
cases of land risk.

3 Cl assification changes will be nmade by either
the FCl-33 Actuarial Map Suppl ement or the
FCl -33 Crop I nsurance Actuarial Map.

4 The cautionary note in Paragraph 6 of this

section applies.

Person Specific land risk. This differs frompure
land risk as outlined in b above. 1In this
situation, a person is identified as consistently
havi ng | osses on specific land while the rest of
the contract has acceptabl e performance. The
revi ew does not find any maj or agronomc
[imtations unique to this land. The underwiter
may decide to apply coverage and/or rate
adjustnments to the person on specified |land only.
Assigned classifications will apply to the

sel ected person, any person in which the sel ected
person has a substantial beneficial interest, and
any ot her persons actively engaged in farmng with
the selected person on the identified | and.
Assigned classifications will not affect other

| and the sel ected person insures. Contract
experience nust be separated for the identified

| and. Adjustnments will be nmade using only
experience of the selected person and entities in
whi ch that person has a substantial beneficial
interest. Experience fromunrelated persons on
such [ and WILL NOT be used. A mninmumthree years
of data is required. Use the FCl-35 Suppl enent
Listing. Entries will show name, specific |and,
practice/ Type/ Option if applicable (else All), the
NCS Yield Factor and/or rate classification.

1 Coverage adjustnments to Nonactual Yields wll
be acconplished using a sinple average of
actual yields available frominsurance
records(a mnimmof 3 years of data is
required). Consult FCIC 24010 C assification
St andar ds Handbook for alternative nethods of
determning yields in these cases.
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NOTE: Nonactual Yields determned in this
manner nust be converted to NCS Yield
Factors for listing purposes using the
foll owi ng formul a:

New Nonactual Yield/AOd T Yield = NCS Yield
Fact or (Rounded to two deci mal places.)

2 Rate will be determ ned from adjusted | oss
cost for the land times .93. Standard RSO
met hods for rating such I and may al so be
used.

3 | f coverage and rate are to be adjusted, the
cautionary note in Paragraph 6 of this
section applies.

NOTE: Land classified in items 7(a) or 7(b)

can be excluded under the entity
contract by using the high risk | and
excl usi on option.

C IDENTIFY SITUATIONS WHERE PERSONS DO NOT NEED TO BE LISTED FOR
NCS PURPOSES

(1)

(2)

In certain instances, the sel ected nane may be
conpletely renoved fromthe NCS |isting and further
underwriting review if the cal cul ati ons performed under
any part of Section 7 paragraph Bresult in |less than a
10 percent decrease in coverages or |less than a 10
percent increase in premumrates fromthose otherw se
assigned by the actuarial table. This includes persons
selected for the first tinme and persons reviewed on a
yearly basis when participation is continuous. Do not
confuse this wth discontinuation of participation.
(See Section 8 Paragraph D) This paragraph does not
apply to identified pure land risk situations. Pure

| and risk nust be eval uated separately by the
underwriter using information specific to such | and.

El i m nate persons from additional NCS revi ew when:
(a) The person selected has pure |and risk problens

t hat have been or will be controll ed under
exi sting actuarial docunents (FCl-33 or FCl-33
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Suppl enent) .

(b) Coverages on existing actuarial docunents (FCl-32
or FCl-32 Suppl enent) have been substantially
reduced to a degree which indicates the problemis
effectively sol ved.

(c) Data errors or om ssions are discovered that
af fect insurance experience in such a way that
initial selection criteria are no |onger net.

(d) The selected person is no |longer farmng or is
deceased.

(e) Substantial changes of an enduring nature have
taken place in the farm ng operation that prevent
types of prior insurance experience from being
repeated in the future.

(f) Underwiting assessnent, based on interpretation
of all available information relevant to the
contract and geographic area, determ nes NCS
adj ustnents are not warranted. Docunentation and
approval by the RSO Director is required for each
case.

(g) First time selected persons who have not earned a
premumfor the last four years in the base
peri od.

(h) An entity is selected because a year drops out of
the base period and the year added to the base
period is a nonloss year (this includes no new
experience).

Hail | osses may not be counted against a person during
the NCS process. Wen hail occurs within the

i nsurance experience on all crops, other than apples
and crops under incone protection or crop revenue
coverage policies:

(a) Subtract indemities fromthe person's total
i nsurance experience for hail |osses, (as
applicable), by unit. |If the entire anmount of
| oss for the year is a result of deductible hail,
do not count the year as a | oss year.
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(b) Recalculate the person's selection criteria using
t he applicable program

1 If the criteria in Section 5A3 are still nmet
continue the review process.

2 If the criteria in Section 5A3 are no | onger
met elimnate the person from additiona
revi ew.

(4) Prevented planting liability anmounts, for the 1995 and
succeedi ng years, used for selection and rate
determ nations are the sane as if the crop had been
pl anted. Prevented planting paynents are consi dered
for NCS determ nations as foll ows:

(a) For the 1995 and succeeding crop years, when a
substitute crop was planted no indemity will be
counted. (Stage P1)

(b) For the 1995 crop year only, when an approved
cover crop is planted that was not used for
harvest, haying, or grazing, no indemity wll be
counted. (Stage code P2)

(c) For the 1995 crop year only, when no crop is
pl anted, the indemity will be reduced by 1/3.
(Stage code P4)

(d) Any prevented planting paynents not previously
referenced are counted as indemities with no
adj ust nent s.

Fol |l ow steps 3(a) and (b) above excluding the
appl i cabl e prevented planting paynent anounts.

(5 Replant paynents may affect initial selection of a
per son.

(a) Renove indemities for replants during initial
sel ecti ons.

(b) If NCS selection criteria are still nmet, perform
the underwiting review and apply adj ustnent
formul as using all insurance experience (including

27



FCIC 16010 SECTION 8 February, 1997

repl ant paynents but excluding hail as applicable
in C3 above and prevented planting in C4 above).

(6) When determning NCS rates for persons with experience
from Crop Revenue Coverage, exclude history acquired
fromthe revenue portion of the insurance history.

Det erm ne the production indemity by multiplying the
production to count by acreage report price election
and | oss share then subtract this anmount fromthe
acreage report liability. To determne the prem um
subtract the producer premumfromthe total prem um
divide this premium by the applicable factor as

fol |l ows:
coverage | evel factor
50 . 600
55 . 503
60 . 412
65 . 417
70 . 319
75 . 235

(7) NCS classifications will be assigned for all persons as
specified in Paragraphs 1-6 above. Assigned
classifications will only be changed due to:

(a) Favorable reconsideration or appeal findings.

(b) Yearly updating and recal cul ati on of NCS coverages
and rates for the sel ected person.

(8) In all cases, when a nane is renoved from NCS review,
docunent the specific reason(s).

D DISCONTINUATION OF PARTICIPATION

(1) Discontinuation of Participation: In the event
i nsurance participation is interrupted for one or nore
years follow ng the assignnent of a NCS coverage and/or
rate, the nost recent NCS cl assification assigned w |
be continued fromyear to year until participation has
been renewed for at |east one crop year and at | east
three years of insurance experience have occurred in
the current base period. Exception, a Nonstandard
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(2)

Classification will no | onger be applicable to the
person or the person on identified acreage if the
Corporation determ nes the person is deceased.

When perform ng yearly NCS updates for persons that
have di scontinued participation, use each new year of
experience data for cal culating NCS adjustnments. \When
no nore experience is available, maintain the nost
recent classification unchanged until conditions in
Paragraph 1 are nmet. The underwiter will need to
performa yearly review of contracts to determ ne when
these participation requirenents are net.

E DOCUMENTATION REQUIREMENTS

(1)

(2)

(3)

Docunentation is critical of all NCS aspects. Such
docunentation will be inportant during the

reconsi deration process, appeals process, yearly NCS
updates, and should litigation be pursued by an

af fected person.

Docunmentation is required when NCS adjustnents are nade
for persons and/or made for |and.

For NCS adjustnents assigned to persons:

(a) Mintain a separate file for each person by state,
by crop. A file should be nmaintained for al
persons shown on initial prelimnary listings and
any persons added to this listing. This file
shoul d be cross-referenced with state and county
| ocations and any other entity nanmes neeting
substantial beneficial interest requirenents.

(b) This file will contain:

1 Al'l insurance experience printouts for the
per son.
2 All rate and coverage cal cul ation printouts

for the person.

oo

Underwriting review docunentation. (Exhibit
9.)
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4 Al'l notes taken during the review process.
5 A log of all tel ephone conversations

regarding inquiries about classification
changes assigned to the person. This should
show date, who the conversation was with, and
subj ect .

For NCS adjustnents assigned to | and only:

(a) Mintain all docunentation relevant to specified
| and reclassification in the county work fol der
for the county.

(b) If adjustnents are applied to a person-1|and
description, maintain all information in the file
for that person. A copy of this information
shoul d al so be placed in the county work fol der.

When a nane will not be used for NCS purposes, docunent
the specific reason(s). Retain the file for a period
of three years.

9 UNDERWRITING ADJUSTMENT FORMULAS

A EXPLANATION OF FORMULAS

(1)

(2)

NCS rate and coverage adjustnment will be acconplished
through a series of defined formulas. Conputer
prograns are available to acconplish these tasks. Sone
crop categories are limted to rate adjustnments only.
Refer to Section 10. Perform ng NCS adj ust nment
requires the use of basic insurance data obtained
during the underwiting review process. Such

i nformati on may be conbi ned or separated dependi ng on
the type of contract problemidentified in Section 8.

The following information is necessary to perform
adj ustnments applied to persons:

(a) Total Liability By Year. The sumof liability for
the sel ected person and any entities in which that
person has a substantial beneficial interest by
year. (May be separated by practice/ Type/ Option.)
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(b)

(c)

(d)

(e)
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Total Premium By Year. The sumof premumfor the
sel ected person and any entities in which that
person has a substantial beneficial interest by
year. Total premumis producer paid prem um plus
t he governnment subsidy. (Separated by
practice/ Type/ Opti on as necessary.)

Total Indemnity By Year. The sum of indemity for
the sel ected person and any entities in which that
person has a substantial beneficial interest by
year. (Separated by practice/ Type/ Option as
necessary.)

Total Known Production By Year. The sum of known
production from all losses plus the liability
fromunits on which no | oss was reported by the
sel ected person and any entities in which that
person has a substantial beneficial interest by
year. This amount is in dollars and is cal cul ated
by subtracting total indemity fromtota
liability. (Separated by Practice/ Type/ Option as
necessary.)

Actual Yields. (Wen applied to a specified
person-specified land) Al avail abl e actual vyields
obt ai ned by the selected person on the specified
land. NOTE: When classifications are assigned to
a person in this manner, only insurance experience
of that person and any entities in which that
person has a substantial beneficial interest can
be used. Experience fromunrelated persons cannot
be used.

When NCS adjustnents are applied to land (for all
persons), the following information i s necessary:

(a)

(b)

Total Liability By Year. The sumof liability
obtained fromall insurance records on the |and by
year. (Maybe separated by practice/ Type/ Option.)

Total Premium By Year. The sum of prem umtaken
fromall insurance records on the land. Total
prem umis producer paid prem umplus the

gover nnment subsidy. (Separated by
practice/ Type/ Opti on as necessary.)
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(4)

(5)

(c) Total Indemnity By Year. The sum of indemity
taken fromall insurance records on the |and by
year. (Separated by practice/ Type/ Option as
necessary.)

(d) Total Known Production By Year. The sum of known
production from all insurance records on the | and
by year. This anount is in dollars and is
cal cul ated by subtracting total indemity from
total liability. (Separated by
practice/ Type/ Opti on as necessary.)

(e) Actual Yields. (Wen applied to a specified
land.) All available actual yields by year
obt ai ned frominsurance records on the specified
| and. (Separated by practice/ Type/ Option as
necessary.)

Underwiting adjustnment fornmulas identified in Sections
2 through 5 in this part rely on the data obtained in
Par agraphs 2 and 3 above. Consult available FCI C 24010
Cl assification Standards Handbook for alternative

met hods appl ying specifically to | and.

Underwiting Adjustnment Fornulas contained in this
Section are:

(a) COVERAGE AND RATE FORMULA FOR PERSONS.
(b) COVERAGE FORMULA FOR LAND.
(c) RATE ONLY FORMULA FOR PERSONS.

(d) RATE FORMULA FOR LAND.

B COVERAGE AND RATE FORMULA FOR PERSONS

(1)

(2)

STEP 1
COVERAGE ADJUSTMENT

NCS Yield Factor = 1 - [(LCR - EPR) x F]

The NCS yield factor is applied to 100% of the T yield
and is applicable, only if, it is less than the APH
variable T yield factor.

VWher e:
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(3)

(4)
(5)
(6)

(7)

(8)

(9)

LCR = Loss Cost Ratio (Accunul at ed)
EPR = Cumul ative Earned Prem um Rate During The
| dentified Base Peri od.
F = Loss Frequency (The Nunmber O Years Indemity

D vided By The Number O Years Prem um)
STEP 2
RESTRUCTURE CONTRACT EXPERI ENCE
Upon conpl etion of STEP 1, contract experience
(Liability, Premum and Indemity) is restructured to
account for the estimted effects of coverage
adjustnment. This is necessary before rate nay be
cal cul ated in STEP 3.
New Liability = Previous Liability x NCS Yield Factor
New Indemnity = New Liability - Known Production

When contract experience has been restructured,
cal cul at e:

Theoretical Loss Cost = Sum of New Indemnities /Sum of
New Liabilities

STEP 3
RATE CALCULATI ON

New recommended rate i s determ ned by:

(a) NCS Rate = Theoretical Loss Cost * .93 * Level

differential.
Upon conpl etion of STEP 3, review the effects coverage
adj ustnment alone will have on premumrates resulting
from R- Span changes. |In sone cases, the R-Span rate

will be higher than the New Rate calculated in Step 3.
When this happens, DO NOT assign the New Rate for
classification purposes. See cautionary note in
Section 8 Paragraph B(6).

Use of the Coverage And Rate Formula For Persons

differs fromthat outlined in Paragraphs 1-8 above when
dealing with Category A and F Producer listing crops
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and sone Category C crops where yields are approved by
t he RSO

(a)

(b)

(c)

STEP

made.

been

1 (Determ ne coverage adjustnment already
) Determ ne coverage adjustnment which has
made over the experience base period for the

Producer by:

1

N

STEP

[=

N

oo

STEP

For Category A and F producer |isting crops:
Coverage Factor = Current Classification
(Ibs.) divided by Prior Classification (lbs.)

a Prior classification nmeans the highest
prior individual classification during
t he base peri od.

b Current classification neans the nost
recent FCl-32 classification.

For Category C crops where yields are
approved by the RSO

Coverage Factor = Most Recent Approved Yield
divided by the Highest Prior Approved Yield
assigned during the base period.

2 (Restructure Contract Experience)

New Liability = Previous Liability x Coverage
Factor

New Indemnity
Production

New Liability - Known

When contract experience has been

restructured, calculate:

Theoretical Loss Cost = Sum of New

Indemnities/by The Sum of New

Liabilities

3 (Rate Cal cul ation)

(1) NCS Rate = Theoretical Loss Cost *
-93) * level differential
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D

NOTE: In sonme cases, the R Span rate will be
hi gher than the New Rate calculated in
Step 3. Wien this happens, DO NOT
assign the New Rate for classification
pur poses. See cautionary note in
Section 8, Paragraph B (6).

COVERAGE FORMULA FOR LAND

(1)

(2)

(3)

(4)

(5)

When adj usting coverage for a specified land or a
speci fi ed person-practice/ Type/ Option-1and, use the
coverage fornula contained in this section. Rate may
al so be adjusted under paragraph E wthin this section.
A mnimumthree years of records is required. The
formula is referred to as The Coverage Formul a For
Land.

Nonactual Yield = Sum of the actual yields obtained
from insurance experience on the specified land and
practice divided by the number of actual yields. (A
minimum of three actual yields is required.)

When adj usting coverage on specified land for all
persons, the Nonactual Yield will be published on the
FCl - 33 Suppl enent .

When adj usting coverage for a specified

per son-practice/ Type/ Opti on-1and or person-specified

| and, the cal cul ated Nonactual Yield nust be converted
to an NCS Yield Factor and published on the FCl-35
Suppl ement. DO NOT publish a nane and an actua
calculated yield. To convert Nonactual cal cul ated
yields to NCS Yield Factors use:

NCS Yield Factor = Nonactual Yield /7 Most Recent
Available T Yield. (Rounded to two decimal places.)

Consult available FCI C 24010 d assification Standards
Handbook for alternative nmethods of adjusting coverage
on | and.

RATE ONLY FORMULA FOR PERSONS

(1)

Coverage adjustnent for persons is not an option with
sone crops. Rate is the only NCS adjustnent possible.
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E

(2)

(3)

RATE

(1)

In other situations, rate only may be preferred over

t he Coverage And Rate Fornula For Persons. For
exanple, a Category B producer with a high percentage
of reported yields would not be adequately affected by
NCS Yield Factors.

Use this Section for rate only NCS applications. The
formula will be referred to as the Rate Only Formul a
For Persons. Use this formula when adjusting a
Person-All Practices/ Type/ Options-All Land or a
Per son- Speci fied Practice/ Type/ Option-All Land.

(a) NCS Rate = ((Indemnity / Liability) * .93) *
level differential

(b) \Were:

Indemmities and liabilities are summed for the
person in the base period for:

1 A person for all practices/types/options
during the base period, or

2 a specified practice/type/options within the
person's insurance experience during the base
peri od.

All other rate fornulas used for NCS purposes are
identical to the Rate Only Fornmula For Persons. The
only differences are how | oss cost is determ ned.

FORMULA FOR LAND

When adjusting rate for Specific Land or a
Person-Practice-Specified Land, use the rate fornula
contained in this section. Coverages may al so be

adj usted under Section 3 of this part. A mninmmthree
years of data is required. The formula is referred to
as The Rate Fornula For Land.

(a) NCS Rate = ((Indemnity / Liability) * .93) *
level differential

(b) Indemities and liabilities are summed on the
specified land in the base period for:
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(2)

(3)

[=

All practices/ Type/ Opti ons, or

2 where applied, by specified
practice/ Type/ Opti on on the | and.

Rate determ nations wll be published on the FCl-33
Suppl enent for pure land risk, or the FCl-35 Suppl enent
for person, optional practice/ Type/ Qotion, and specific
| and.

Alternative to the Rate Formula For Land. Wen pure
risk land is identified through NCS review, standard
Regi onal Service Ofice procedures for rating such |and
may be utilized. Rates may be devel oped for fl ood
frequency, fragile | ands, drought prone soils, or soils
exhibiting other land class limtations. Sources of
data to be used include: Arny Corps of Engineers,

Nat ural Resources and Conservation Service, Soi

Surveys, and field reviews.

NOTE: For Category A crops, an FCl-32 Listing
and/ or FCl-32 Listing Supplenent will be used
for NCS purposes in lieu of fornms FCl-33
Suppl emrent or FCl -35 Suppl enent. Review
Section 10.

F EXCEPTIONS TO APPLIED FORMULA ADJUSTMENTS

(1)

(2)

(3)

Under certain conditions, coverage and rate adjustnents
determ ned from applied fornmul as may be noder at ed.

Upon recomendati on of an RSO underwriter and approva
by the RSO director, a .50 cup on NCS Yield Factors
and/or a Level 3 50% base prem umrate maxi nrum may be
appl i ed when the sel ected person only has three | oss
years during the base period and the sel ected person's
i nsurance experience is better than other cumul ative

i nsurance experience obtained in the geographical area
during the identified year(s). Measures of severity
Wil be internms of cunulative |loss cost for the county
verses | oss cost for the person by year.

Exception 1 wll not be applied to persons with four or
nore | osses during the base peri od.

Refer to Section 8 Paragraph C (3), (4), (5 & (6) when
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dealing with hail |osses, prevented planting paynents,
repl ant paynments or crop revenue coverage experience.

G USE OF COMPUTER PROGRAMS

(1)

(2)

(3)

A wide variety of conputer prograns are required to
acconpl i sh NCS objectives. Prograns will be used to:

(a)

(b)

(c)

Gat her all availabl e insurance experience data for
an entity. The EXPER data base will be used.

Eval uate existing coverages in effect for the
entity. The YLDHH ST data base wi || be used.

Cal cul ate coverage and/or rate adjustnents nade
for land or persons. Established files witten
for the applicable programw || be used.

Use of the EXPER data base:

(a)

(b)

(c)

St andard FOCEXEC s for gathering insurance
experience wll be available. These prograns wl |
provide all relevant contract data for the person
being reviewed. This information wll be
necessary for:

1 Combi ni ng or separating experience for
persons.
2 Def i ni ng experience by practi ce.

3 | dentifying the types of contract problens.

EXPER may al so be used to identify other entities
in which a person has an interest.

Addi tional FOCEXEC s may be written in
coordination with Field Statistic Coordinators to
handl e di fferent kinds of NCS review Such
variations may result fromspecific crop category
requi renments or unique circunstances affecting
each contract review.

Use of the YLDHI ST data base:

(a)

Standard FOCEXEC s will be used for obtaining
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(4)

reported FCl-19A or equival ent data on which
coverage was determ ned. Such information wll be
used primarily to:

1 Determ ne the type of NCS adj ust nent

necessary.
2 Determ ne the effect of NCS adj ustnents.
3 | dentify types of contract problens.

(b) Additional FOCEXEC s may be witten in
coordination with Field Statistic Coordinators to
handl e different kinds of NCS review. Such
variations may result fromspecific crop category
requi renments or unique circunstances affecting
each contract review.

Use of the Inform x program

(a) These files are necessary for making cal cul ations
identified in this Section. To use the |Informx
NCS program follow the instructions as outlined
for that program under a separate guide.

(b) When perform ng NCS cal cul ati ons, BE SURE to use
the correct calculation for the type of crop
actuarial structure.

(c) Refer to Exhibit 10, Conputation Printouts for an
exanple of how the Inform x NCS programis used.

H LEVELS OF COVERAGE AND PRACTICES

(1)

The underwriting review nmust determ ne which |evel of
coverage exists on the contract.

(a) When all experience is at the sane | evel take the
NCS cal cul ated rate and apply the applicable |evel
differential to bring the rate to |evel 3.

(b) \When experience is not limted to one |evel of
i nsurance, determ ne a wei ghted average coverage
| evel (WACL). Calculate total liability for each
year by dividing the annual liability by the
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(3)

DISAS

(1)

(2)
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annual coverage level. Sumannual liabilities and
divide by the sumof the total liabilities giving
the WACL. Use the appropriate level differential
(by crop) to bring the rate to |evel 3.

When a crop has a significant high rate differenti al
(greater than 10% between established
practices/ Type/ Options, NCS rate adjustnments should
reflect this difference. Varying NCS rates by
practice/ Type/ Option is optional. Methods used for
apportioning NCS rates by practice and/or Type/ Option
will be consistent by RSO To ensure consistency, each
RSO wi || establish general guidelines to address
practice/ Type/ Option situations. Cuidelines should
address the crop practices and/or Type/ Opti ons which
wi || have separate NCS rate adjustnents. Once
established, all underwiters will use the guidelines
in all calculations involving rating differentials
bet ween practices/ Type/ Opti ons.

SF and CC practices receive special consideration when
determ ning the appropriate coverage. Wen only one
year of actual records exist for the SF practice use

t he highest yield determ ned when the coverage is
cal cul ated by each practice.

TER ADJUSTMENT PROCEDURE (DAP)

The Disaster Adjustnent Procedure (DAP) is used to

adj ust individual insurance experience for the effects
of naturally occurring disastrous crop grow ng
conditions. For the purposes of DAP, a disaster is
defined as any crop yield |l ess than the derived
threshold yield (target yield). The target yield shal
be the difference of the average yield m nus one
standard deviation calculated froma twenty year base
period. For each identified disaster year, the ratio
(hereafter referred to as DAP) of actual yield divided
by the target yield is used to adjust individual
contract indemmities for the correspondi ng year.

To acconplish the requirenents of DAP, the Regional
Service Ofice nust performthese functions:

(a) Obtain, review, and adjust yield data as necessary
to devel op DAP factors by crop, by county, for use
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by Product Devel opnent Division during initial NCS
sel ection.

The yield data primary source i s NASS;, however,
alternative sources may be used, as approved by
the RSO Director

DAP factors derived fromthe target yield may
result in adjacent county(ies) inconsistencies or
failure to adequately adjust for known
catastrophic years. The follow ng nodifications
to the target yield nay be applied on a county or
regi onal basis with RSO Director approval to
resol ve such issues:

1 Practice/ Type/ Opti on specific basis; and/or,
2 yield trends attributed to tine; and /or,
3 nmodi fi ed base period of years, and /or,
4 percentile of the standard deviation (not
| ess than 0.50 unl ess approved by Research
and Devel opnent;) or,
5 ot her neans as approved by Research and

Devel opnent .

NOTE: Itenms submtted for approval nust be
submtted to the director for Product
Devel opnment Division through the O fice of
the Director for the Insurance Services
Di vi si on.

Apply yield factors as necessary during the

underwriting review process for adm nistration of
NCS.
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(3) County yield factors (DAP factors) are determ ned
according to the follow ng fornmula:

(a) County Yield Factor (DAP) = Annual Yield / Target
Yield

VWher e:

Annual Yield - The county average yield by
year. (Referred to as the planted or
harvested yield in the conputer program

Target Yield - Average Yield mnus 1 standard
devi ati on.

*Average Yield. The twenty year county
average yi el d.

*Standard Deviation. The popul ation standard
deviation of the twenty years of county
aver age vyi el ds.

* Average yield and Standard Devi ati on may be
determ ned on other than 20 years of data if the
county does not have data to support twenty years

or

if the data is so abnormal that to use the 20

year average would distort the standard devi ati on.
To use other than 20 years of data nust be
approved by the RSO director

NOTE:

The target yield will be updated every 5
years. |If a target yield has been determ ned
for the county less than 5 years ago, do not
recalculate it. Use the previous year's
target yield to determ ne the DAP factors for
the latest two years in the NCS base period.

In 1998 and every succeeding five years the
followng crops target yield wll be
recal cul at ed:

Soybeans Barley Tobacco Rice
Corn Hybrid Seed Peanuts Wheat
Cotton (Corn & Sorghum)  ELS Cotton

Grain Sorghum Oat Rye
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In the year 2000 and every succeeding five
years the following crops target yield wll
be recal cul at ed:

Almonds Grapes Plums Sugarcane
Apples Table Grapes Popcorn Sunflowers
Canning Beans Onions Potatoes  Sweet Corn C&f
Beans, Dry Peaches Prunes Tomatoes C&p
Cranberries  Peas (Green) Safflowers  Walnuts

Figs Peas (Dry) Stonefruit Citrus (Az/Cq)
Flax Pears

In the year 2001 and every succeeding five
years the following crops target yield wll
be recal cul at ed:

Citrus Florida
Fresh Mket Swt Corn

Forage Production  Peppers
Fresh Mket Tomato Sugar Beets

Al
wi |
i s cal cul at ed.
error has been made,
of 10% or nore.)

DAP factors prior to the last tw years
remai n the sane when a new target yield
(Exception: Wen an obvi ous
whi ch makes a difference

When the Annual Yield i1s greater than the Target
Yield, the DAP factor will be equal to 1.00.

When cal cul ating DAP factors, an annual (planted
or harvested yield) or adjusted yield is needed
for all years used in the base period. |If there
is no annual or adjusted yield designated a O will
be calculated for the DAP factor for that year.

If you are unable to obtain a prelimnary yield
from NASS and growi ng conditions were not
unusual | y abnormal, the average yield for the base
period should be entered as the Underwriter

Adj usted vyi el d.
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(4) Contract indemities by county and year will be
adj usted according to the follow ng fornul a:

(@) Liability x (1 - DAP Factor) = Adjustment
Indemnity - Adjustment = Adjusted Indemnity (Cupped at 0)

(5) The following example shows how individual contract experienceis
adjusted by the County Yield (DAP) Factor:

Actual Insurance Experience: DAP
Year Liability Premium Indemnity Factor
1986 12124 631 715 1.00
1987 16553 834 10909 .75
1988 1732 181 0 1.00
1989 1422 95 701 1.00
Z Score= 4.52

Loss Frequency = .75
Nonactual Yld= .75
Rate = 25.00
In 1987, the DAP Factor is0.75. The 1987 indemnity is adjusted by:
16553 x (1.00-0.75) = 4138.25
10909 - 4138.25 = 6771 Adjusted Indemnity

Insurance experience is restructured to show:

Year Liability Premium Indemnity Adj. Indem.

1986 12124 631 715 715

1987 16553 834 10909 6771

1988 1732 181 0 0

1989 1422 95 701 701
Z Score= 3.68

Loss Frequency = .75

Nonactua YId = () NCS adjustment not applicable

Rate = NCS adjustment not applicable
In this exanple, the mninumZ criteria score (4.00) was no
| onger net. Adj ustnments are not made on this contract.
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NCS PROVISIONS BY CROP CATEGORY

CATEGORY A AND F CROPS

(1)

(2)

3

(4)

Category A and F Crops. Peanuts and Tobacco (flue
Cured), Tobacco (Fire Cured), Tobacco (Dark Air), and
Tobacco (C gar Binder) Types 54, and 55 where producer
listing classifications are assigned on fornms FCl-32

Li sting and FCl -32 Suppl enment Listing.

NCS Selection Process Tobacco.

Sel ection process is done by crop code.

NCS Options.

(a) RATE ONLY FORMULA FOR PERSONS
Person-all practices/ Type/ Options-all |and.
Al |l Tobacco will be adjusted under this formnula.

(b) Coverage may al so be adjusted on the FCl -32
Suppl ement or an FSN Only Listing included in the
FCl - 32 Listing.

(c) COVERAGE FORMULA FOR LAND
Optional practice/ Type/ Option-Specific |and.

Methods.

(a) Wen a person is routinely experiencing extrene
variations in average yield fromunit to unit each
year, then a rate adjustnent nmay be necessary
usi ng the RATE ONLY FORMJULA FOR PERSONS. Refer to
Underwiting Adjustments Fornmula, Section 9
Paragraph D. Rates assigned by this formula wll
be applied to the person. Publish the person and
rates on the FCl-32 Suppl enment.

(b) When adjusting coverage, the underwiter will run
a FOCEXEC whi ch gives year, unit #, FSN, share,
classification, liability, and prem um dat a.
Conpare the classification used by the person for
i nsurance purposes to the classification shown on
the FCl-32 for the person and crop year.
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Determine if the classification was taken directly
fromthe FCl-32 Listing or derived froma sharing
producer as allowed by the FCl -32 Rul es Page.

1 | f the producer is using another producer's
classification:

a Determne the identity of the other
producer fromthe FCI C actual yield
hi story data base obtained from FSA

(=3

Revi ew experi ence of the other producer
to determine if a problemexists with
t hat producer or a specific farm

N

| f the producer is using the classification
taken directly fromthe FCl-32 Listing,

revi ew i nsurance experience to determne if

| osses are tied to a particular unit or if a
probl em exists on the entire contract.

If | osses are the result of the identified insured
usi ng anot her producer's classification as all owed
by the FCl-32 Rul es Page, then the insured s nane
shoul d be renoved fromthe FCl-32 Listing and

pl aced on the FCl-32 Suppl enent. The coverage
classification shall remain the sane for the
identified person. Statenents on the FCl-32

Suppl ement w Il provide that for classification
pur poses use the | ower of:

1 The classification of the |isted producer, or
2 The classification of the entity sharing with
the listed producer.

Coverage Cl assification Adjustnents For Land. |If
the problem can be traced to a specific FSN, then
the FSN may be reclassified and placed at the end
of the FCl-32 Listing. A three year m ninmm of
data is required. The applicable classification
wll be determned froma sinple average of the
avai | abl e actual vyields.
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B CATEGORY B CROPS

(1)

Category B Crops. Barley, Canning and Processing
Beans, Corn, Cotton, Cotton (ELS), Dry Beans (i ncluding
bush varieties for garden seed.), Flax, Forage
Production, Grain Sorghum Qats, Onions, Peas,
Pot at oes, Popcorn, Rice, Rye, Soybeans, Safflower Seed,
Sugar cane, Sugar Beets, Sweet Corn (Canni ng and
Freezing), Sunflower Seed, Tobacco (Maryland), Tobacco
(Cgar Filler), Tobacco (C gar Binder) type 51 and 52,
Tobacco (cigar wapper) ; Tomatoes (Canni ng and
Processi ng and Fresh Market Production Plan), and
Weat .

(2) NCS SELECTIONS

Sel ection is made by crop code with the foll ow ng
exceptions. Goup risk policy experience is kept
separate fromthe basic crop experience. NCS does not
apply to the group risk protection policies. Crop
Revenue Coverage and | nconme Protection coverage is
added as part of the basic crop experience (excluding
experience resulting fromprice changes for CRO).

(3) NCS Options.

(a) RATE AND COVERAGE FORMULA FOR PERSONS

Person-all practices/ Type/ Options-all |and
Per son-speci fied practice/ Type/ Option-all
| and

(b) RATE ONLY FORMULA FOR PERSONS

Person-all practices/ Type/ Option-all |and
Per son-speci fied practice/ Type/ Option-all
| and

(c) RATE FORMULA FOR LAND
Specified land-all practices/ Type/ Opti ons
Specified | and-specified practice/ Type/ Option
Per son-specified | and-al
practices/ Type/ Opti on
Person-specified | and-specified
practice/ Type/ Option

a7



FCIC 16010 SECTION 10 February, 1997

(d) COVERAGE FORMULA FOR LAND
Specified land-all practices/ Type/ Opti ons
Specified | and-specified practice/ Type/ Option
Per son-specified | and-al
practices/ Type/ Opti on
Person-specified | and-specified
practice/ Type/ Option

NOTE: When Master Yields are involved, the RATE
ONLY FORMULA FOR PERSONS is the only possible
NCS adj ustnment for persons. The COVERAGE AND
RATE FORMULA FOR PERSONS is not an option.

(4) Methods.

(a) Refer to the Detailed Underwiting Contract
Review, Section 8 Paragraph A and B. The process
i nvol ves gathering and separating all relevant and
avai |l abl e data, identifying the problen(s), and
determ ning the best appropriate NCS option for
dealing with the problem Refer to the
Underwiting Adjustnment Fornulas, Section 9 for
expl anation of formulas used.

(b) Ceneral Guide For Using The RATE AND COVERAGE
FORMULA FOR PERSONS.

1 When person-specific practice/ Type/ Option is
identified as the sole risk.

2 When the person is heavily reliant on
nonactual yields for insurance guarantees.

3 When t he person consistently experiences
| osses on one or nore units where physical
hazards are not evident.

4 When the person is continuously insuring or
creating new units.

5 When there is no identifiable pattern of

|l osses within the contract.

(c) Ceneral Guide For Using The RATE ONLY FORMULA FOR
PERSONS.
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As an alternative to circunstances contai ned
in B Paragraph (4)(b) 1-5 above.

When the person has a | arge percentage of
reported yields that effectively Iimt the
i npact of coverage adj ustnent.

When the affected crop is limted to a five
year yield base. An exception may be B
Par agraph (4)(b)4 above.

(d) General Cuide For Using The RATE FORMULA FOR LAND.

1

2

3

VWhen land [imtations are identified as the
maj or ri sk.

When person-specific land is identified as
the major risk

When person-practice/ Type/ Qption-specific
land is identified as the major risk.

(e) Ceneral Guide For Using The COVERAGE FORMJULA FOR

LAND.

1

2

oo

[~

As an alternative to circunstances contai ned
in B Paragraph (4)(d)1-3 above.

VWhen determined land risk is identified as
extrene, a rate adjustnent alone wll not
handl e the risk due to rate subsi dies.

When determ ni ng coverage in the situations
outlined in B Paragraph (4)(d)2-3 above, the
cal cul ated yield nust be expressed as a
factor before publishing in association with
a person.

When corporation assigned yields are clearly
unrealistic based on insurance experience of
t he | and.

It is inportant to note general guidelines contained in
paragraphs (b) through (e) above may not fit every

si tuati on.

Each contract reviewed nmay have a uni que

set of problens. The underwiter nust review each
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alternative and determ ne the best solution to the
pr obl em

(6) Use forms FCl-33 Suppl enent and FCl-35 Suppl ement to
acconpl i sh adjustnents nade under this section.

C CATEGORY C CROPS

(1) Category C Crops. Al nonds, apples, oranges(early &
m dseason), oranges(late), grapefruit(all other),
grapefruit(Rio Red & Star Ruby), grapefruit(Ruby Red),
oranges(Navel ), oranges(Sweet),
or anges( Vval enci a), t angel os(M nneol a),

t angel os( Ol ando), mandari ns(Ki nnow), | enons,
grapefruit, cranberries, figs, grapes, peaches, pears,
prunes, , apricots (fresh), apricots(proc),

nect ari nes(fresh), peaches, cling(fresh), peaches
freestone(proc), nacadam a nuts, peaches,
freestone(fresh) table grapes, plunms, and wal nuts.

(2) NCS Selection Process

Sel ection is done by crop code.
Wthin California grapes the experience wll be

conbined to determine NCS eligibility. The underwiter
may make adj ustnents by type.

(3) NCS Options.

(a) RATE AND COVERAGE FORMULA FOR PERSONS

Person-all practices/ Type/ Options-all |and
Per son-speci fied practice/ Type/ Option-all
| and

(b) RATE ONLY FORMULA FOR PERSONS

Person-all practices/ Type/ Options-all |and
Per son-speci fied practice/ Type/ Option-all
| and

(c) RATE FORMULA FOR LAND
Specified land-all practices/ Type/ Opti ons
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Specified | and-specified practice/ Type/ Option
Per son-specified | and-al
practices/ Type/ Opti ons

Person-specified | and-specified
practice/ Type/ Option

COVERAGE FORMULA FOR LAND
Specified land-all practices/ Type/ Opti ons
Specified | and-specified practice/ Type/ Option
Per son-specified | and-al
practi ces/ Type/ Opti ons
Person-specified | and-specified
practice/ Type/ Option

Methods.

(a)

(b)

Met hods used are identical to those for Category B
crops (Section 2). Exceptions are noted in this
part. Also refer to the Detailed Underwiting
Contract Review, Section 8 Paragraph A (1) and
(2). The process invol ves gathering and
separating all relevant and avail abl e dat a,
identifying the problenm(s), and determ ning the
best appropriate NCS option for dealing with the
problens. Refer to the Underwriting Adjustnent
Formul as, Section 9, for explanation of fornulas
used.

Perennial Crops.

1 For perennial crops that require RSO approved
cover ages:

a The RSO nay adjust prelimnary yields of
a person according to RSO guidelines for
the crop through use of the FCl -19A or
equi valent form The FCl -35 Suppl enent
wi Il not be used for this purpose.

b Rates nay al so be adjusted for NCS
pur poses using the RATE ONLY FORMULA FOR
PERSONS or the RATE FORMULA FOR LAND.
The FCI-35 Supplenent will be used.

c Use caution when adjusting coverage and
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rate under these circunstances.

2 For perennial crops that do not require RSO
approved coverages only rates may be adjusted
for NCS purposes. Use the RATE ONLY FORMULA
FOR PERSONS or the RATE FORMULA FOR LAND.

ORY D CROPS

Category D Crops. citrus (Florida), hybrid seed (corn
and grain sorghum, peppers, raisins, sweet corn (fresh
mar ket), nursery stock and tomatoes (fresh market).

NCS Options.

(a) RATE ONLY FORMULA FOR PERSONS
Person-all practices/ Type/ Options-all |and
Person-specified practice/ Type/ Option-all |and

(b) RATE FORMULA FOR LAND
Specified land-all practices/ Type/ Opti ons
Specified | and-specified practice/ Type/ Option
Person-specified | and-all practices/ Type/ Options
Person-specified | and-specified
practice/ Type/ Option

Methods.

(a) Refer to the Detailed Underwiting Contract Review
Sections 8 Paragraph A and B. The process
i nvol ves gathering and separating all relevant and
avai l abl e data, identifying the problenm(s), and
determ ning the best appropriate NCS option for
dealing with the problem Refer to the
Underwiting Adjustnment Fornulas, Section 9, for
expl anation of formulas used.

(b) Persons selected under NCS will receive rate
adj ustnments using the RATE ONLY FORMULA FOR
PERSONS.

(c) For hybrid seed, when adverse insurance experience

is tied to a seed conpany, the cal cul ated conpany
factor may be adjusted downward upon approval by
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Actuari al Design Branch. Conpany factors nay be
reduced to .50.
E CATEGORY E & G CROPS

(1) Category E Crops. Quota plan tobacco(burley) and
nursery st ock.

(2) NCS Options.

RATE ONLY FORMULA FOR PERSONS
Person-all | and

(3) Methods.

(a) Refer to the Detailed Underwiting Contract
Revi ew, Section 8 Paragraph A and B. The process
i nvol ves gathering and separating all relevant and
avai l abl e data, identifying the problenm(s), and
determ ning the best appropriate NCS option for
dealing with the problem Refer to the
Underwiting Adjustnment Fornulas, Section 9, for
expl anation of formulas used.

(b) Persons selected under NCS will receive rate

adj ustments using the RATE ONLY FORMULA FOR
PERSONS.
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F SUMMARY OF NCS OPTIONS BY CROP CATEGORY

Formula : Crop Category

RATE AND COVERAGE ) X X

FORMULA FOR PERSONS ) : 13
RATE ONLY FORMULA XX X X o X XX

FOR PERSONS

RATE FORMULA FOR ) X o X 0 X

LAND

COVERAGE FORMULA FOR X X X : X
LAND 14 14 34 : 14
OTHER X X o X s X X XX

U202 2 2 2 U202

/1 Refer to Section 10, Paragraph A(3)(b) & (c).
2 Refer to Underwriting Adjustment Formulas, Section 9, Paragraph E (3).

/3 The COVERAGE AND RATE FORMULA FOR PERSONS cannot be used when Master
Yields are involved for the crop.

14 Refer to available FCI-24010-Classification Standards Handbook for possible aternative
methods of establishing coverage on land.

54



February, 1997 SECTION 11 FCIC 16010

11 NOTIFICATION OF NCS ADJUSTMENTS MADE TO PERSONS
A PERSON ONLY NCS ADJUSTMENTS

(1) For first time NCS adjustnents nade to persons. The
Regi onal Service Ofice will notify all persons to be
listed for NCS purposes before publishing such
adjustnents in the Actuarial Docunent Book. A form
letter will be nmailed by certified return receipt mail.

(a) The affected person will be notified no later than
forty-five (45) cal endar days prior to mailing of
t he Actuarial Docunent Book.

(b) The formletter shows changes made, insurance
experience, reasons for adjustnents, and
reconsideration rights. Refer to Exhibit 2a for
this letter. Insureds will have thirty (30)
cal endar days fromthe date notification is
received (as determned by certified mail) to file
a reconsi deration.

(c) For the nost recent crop year the insurance
contract was active, a courtesy copy of the
notification letter will be mailed to the
I nsurance provider.

NOTE: Be sure to mark the courtesy copy of the

| etter "For Conpany Use only" so the agent wll
know to maintain it in his/her files and not
forward it to the insured.

(2) The RSOw Il maintain a log of all NCS entities. This
log will show

(a) The person's nanme and address. List the insured' s
name as that shown on the prelimnary |isting
under the nane field. |If there are multiple nanes
shown on various contracts for the sanme insured,
then enter the entity's legal nane (last, first
and mddle initial).
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(3)

(b)

(c)
(d)

(e)

()

(9)
(h)
(1)
(1)

NOTE:

SECTION 11 February, 1997

The | ast known policy nunber for the |ast year of
i nsurance experience for each entity as shown on
the prelimnary listing. A policy nunber is
entered for each county in which the entity is
listed. If there is no policy nunber applicable
(e.g. substantial beneficial interest) do not
enter a policy nunber.

The | ast known five digit Conpany Code.

The exact date the letter was mailed to the
per son.

The date the letter was received by the person.

(1) This is determined fromthe certified letter
return receipt.

(2) Return receipts will be placed in
docunentation files for the person.

Hi story of insured s base period consisting of the
year of insurance, premum indemity, liability,
and adjusted indemity (the RSO data base w ||
retain the excluded i ndemity).

* When updating the history, if the NCS
classification has been assigned and not used, the
conpliance office should be notified.

Applicable rate, factor, Type/ Option and practice.

Legal Description and/or Farm Serial Nunber.

Reconsi deration Results, if applicable.

The social security nunber (SSN) /Enpl oyer

| dentification nunber (EIN) for the entity |isted.

Do not duplicate this nunber for other entities.
For further instructions on keying
information into the RSO data base, pl ease

refer to the Regional Service Ofice Systens
Users Manual .

The person, upon receiving notice fromthe RSO, will be
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SECTION 11 FCIC 16010

responsi ble for giving notice to any other person(s)

W th

an insurable interest affected by NCS adjustnents.

The person nust give notice to those other affected
per sons:

(a)

(b)

VWhen
mai

(a)

(b)

(¢c)

(d)

(e)

When
(a)

(b)
(¢c)

Prior to the sales closing date if the other

af fected person(s) has an established insurable
interest at the tinme the classified person is
notified by the RSO or

Prior to the classified person's establishing an
i nsurabl e interest of another person that will be
af fected by the classification.

a person wll not accept delivery of the certified
notification letter:

File the returned |etter, envel ope, and recei pt
(green card) in the person's folder for
docunent ati on pur poses.

On the NCS |l og, enter the date the person refused
delivery of the letter as the date notification
was received. |If this date is unavailable, enter
the date the RSO received the return receipt.

When the insured does not pick up the certified
letter, enter the date the letter is received back
in the RSO as the date notification was received.
In all other instances when the letter is not
delivered to the insured, enter the date the
letter is received back by the RSO

The RSO w |l then mail a copy of the notification
letter to the person via regular first class mail

you do not have the current address of an entity:

Contact the post office for the |ast postal
addr ess.

Check FSA records for the address on their file.

Check wth the last known i nsurance conpany.
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(d) Docunent research and follow step (d) in item4.

(6) When an entity nane is renoved from NCS due to no
| onger farm ng, deceased, no renoval letter is sent.

(7) Notification of renoval should be made 30 days in
advance of the sales closing date. The conpany
identified in item 1lc should receive either a copy of
the renoval letter or a listing designating the
entities being renoved by state and county and if
appl i cabl e by Type/ Option and practi ce.
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12 ACTUARIAL DOCUMENT BOOK PREPARATION AND FILING

A NCS ADJUSTMENTS WILL BE PUBLISHED IN THE ACTUARIAL DOCUMENT
BOOK BY COUNTY BY CROP

(1) For NCS adjustnments nade to persons:

(a) Use the FCl-32 Listing Supplenment for Category A &
F crops.

(b) Use the FCl-35 Actuarial Table Supplenent for al
ot her crop categories.

(c) Possible listing options are:

1l Person-All Practices/ Type/ Options-All Land.
2 Person-Specified Practicel/ Type/ Option-All Land.
3 Person-Specified

Practi ce/ Type/ Opti on- Speci fi ed Land.

(d) Refer to Section 10 for possible limtations of
options contained in A(1l)(c) above by crop
cat egory.

(e) Calculated NCS coverage adjustnments will be
assi gned on docunents using NCS Yield Factors
only.

1 NCS Yield Factors determ ned fromthe COVERAGE
AND RATE FORMULA FOR PERSONS wi || be published
wi th the person nane.

N

Do not list a person and an actual yield
together. Yields determ ned fromthe COVERAGE
FORMULA FOR LAND nmust be published as an NCS
Yield Factor. Refer to Section 8 Paragraph B

(5)(c).
(2) For NCS adjustnents nade to | and:
(a) Use the FClI-32 Listing for Category A crops.

(b) Use the FCl-33 Actuarial Map Suppl enent for al
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(c)

(d)

(e)

SECTION 12 February, 1997

other crop categories. (Even if the county/crop
does not have an FCl-33 Actuarial Mp.)

Possible listing options are:

1l Specified land-all practices/ Type/ Opti ons.

2 Specified | and-specified practice/ Type/ Opti on.
Refer to the Crop Provisions Section for possible
limtations of listing options contained in 2(c)
above by crop category.

Cal cul ated NCS coverage adjustnents will be
assigned on docunents as Nonactual Yields (T
yields) for the |and.

1l Refer to Section 9 Paragraph C for yield
cal cul ati ons.

2 The published listing wll be by crop and only

show.

a Land descri ption.

b Assi gned Nonactual Yield and/or rates.
c Practi ces/ Type/ Opti ons, where

appl i cabl e.

oo

Nanes of persons WLL NOT appear on this
listing.

[~

The FCl-33 Suppl enent and FCl -35 Suppl enment
will be filed with the county actuari al
docunent book. Supplenents will be issued by
crop and located directly follow ng the FCl-35
County Coverage And Rate Table for the

af fected crop.

|on

Al'l Suppl ement cover pages will contain
standard statenents regarding inplenentation
of adjustnments contained in the supplenent.
Refer to Exhibits in this manual and Actuaria
Docunent s Book on this subject.

(o)}

Refer to Exhibit 6 for exanples of the FCl-33
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Suppl emrent and FCl - 35 Suppl enent.
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13

A

RECONSIDERATION OF DETERMINATION MADE UNDER NCS
RECONSI DERATI ONS

(1) Upon notification of contract adjustnents in Section
11, the insured has the right to request a
reconsi deration of determ nati ons nmade under NCS

(a) Requests nust be in witing and signed by the
i nsur ed.

(b) Requests nust be postmarked to the Regi onal
Service Ofice by the thirtieth (30) cal endar day
fromthe date notification is received by the
insured. This will be determined fromthe return
receipt mail. (See Section 11.)

1l Requests for reconsideration postmarked to the
RSO | ater than 30 days after the return
recei pt date will be denied. R ghts to
reconsi deration and appeal wi |l be considered
to have been waived by that insured with
regard to the Nonstandard C assification.

N

Informthe insured by certified mail giving
notice of denial and stating the request wll
be considered for the follow ng crop year.

(2) Al reconsiderations will be assigned to an underwiter
not involved in the original NCS adjustnent.

(3) The underwiter wll:

(a) Review all information supplied by, and respond to
all questions raised by the individual requesting
reconsideration. |If the supplied information

merits renmoval of an insured from NCS
docunent ati on and approval by the RSO director are
necessary. Types of information which may be
consi dered incl ude:

1l Additional insurance experience. (See Paragraph
4.)

2 Changes made to | and such as | evees,
irrigation systens, etc. which will mnimze
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(4)

(5)

future | osses.

oo

Changes in the managenent of the farm ng
operation such as new | andl ords or tenants and
removal of marginal land fromthe operation.

(b) In the absence of additional information or
guestions, review insurance experience and NCS
adj ustnents for:

1l Errors and om ssions in insurance experience;
2 Incorrect calcul ations; and
3 Typographical errors.

During the reconsideration process, additional

i nsurance informati on may be used. This becones
necessary when multiple entities are involved or when
t he base period used for NCS purposes contains |ess
than the ten nost recent crop years.

(a) Persons wishing to have additional insurance
experience consi dered are responsi ble for
identifying and supplying the information to the
RSO

(b) Additional experience may be used when val i dated
by the RSO

(c) Recalculation of NCS adjustnents is perfornmed when
additional information is used.

Determ nati ons made in RSO reconsiderations will be
mailed to the insured by certified mail.

(a) |If the reconsideration is approved:

1 |If actuarial filing has not occurred, all NCS
adjustnments will be renoved fromthe listing.

2 |If actuarial filing has already occurred, use

the Witten Agreenent to rescind any NCS
adj ust nent s.
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(b) If, during the reconsideration, it is found NCS
adj ustments should still be perforned but any
adjustnment is |ess severe than originally
det er m ned:

1l Assign the |l ess severe adjustnent.

a |If actuarial filing has not occurred, nake
corrections to the listing to be filed.

b If actuarial filing has already occurred,
use the Witten Agreenent to nake
appropriate corrections.

(c) If, during the reconsideration, it is found NCS
adj ustnments should still be perfornmed but such
adjustnents are nore severe than originally
det er m ned:

1l File actuarial docunents using the original
NCS determ nati on

2 Mke the corrections for the next crop year
filing.

(6) In all cases, if a reconsideration is denied in whole
or in part:

(a) Informthe insured in witing by certified mail.

(b) Informthe insured of appeal rights unless the
provi sions contained in Paragraph Al(b) (1) apply.
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NCS YEARLY UPDATES

This Section does not apply to NCS adjustnents nade for pure
land risk only. Such land may be recl assified by the RSO
based on all data specific to the land. (Insurance
experience, soils, Corps of Engineers, etc.)

NCS is a yearly process.

(1)

(2)

(3)

New prelimnary listings will be generated each year.

(a)

(b)

New persons will be added to this list as
I nsurance experience becones avail abl e and;

NCS Adj ustnments made for persons in previous
l[istings will be recal cul ated based on new
i nsurance experi ence.

New persons will under go the sanme system of
underwriting review as described in Sections 7 through

13.

NCS adjustnments nmade for persons in previous crop years

wi |

be recal cul ated using the | atest base period of

i nsurance data. This wll be done for all persons
remai ni ng on NCS regardl ess of whether they are
i ncluded on the nost current prelimnary listing.

(a)

(b)

Docunent ati on becones critically inportant when

conducting this yearly recal cul ati on of coverage
factors and rates. The underwiter nust be able
to determne what initial adjustnents were nmade

for the person.

Based on 1 above, the underwiter nust:

1l Determine if initial Types of adjustnents are
still reasonabl e given the newest insurance
dat a.

a |If yes, recalculate rates and/or factors
using the latest data. |If the year added
to the base period, is a nonloss year,
conpare the newly cal cul ated classification
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SECTION 14 February, 1997

to last year's, and use the nost
advant ageous cl assification for the

i nsur ed.
b If no, evaluate other adjustnment options
for possible alternatives.
(2) Renmove persons from NCS cl assifications

when yearly recalculation results in |ess
than a m ni num contract adjustnment as set
forth in Section 8 Paragraph C (1).

Yearly recal culation will be perfornmed for persons that
mai ntain active insurance contracts. NCS adj ustnents,
as assigned in previous crop years, wWill remain in

ef fect unchanged when participation is discontinuous.
Refer to Section 8, Paragraph D

Det erm ni ng whi ch persons will have NCS adjustnents
recal culated will require an annual review of active
contracts by the Regional Service Ofice.

(a) For persons identified as having active contracts,
perform NCS recal culation to include the |atest
year of insurance experience. (Refer to A(3)
above.)

(b) For persons identified as inactive, update
I nsurance experience through the nost recent year
if data is available. Wen data becones
di sconti nuous (contract canceled), maintain the
nost recent NCS classifications on the actuari al
docunent s.

When yearly recal cul ation disqualifies a person for NCS

adj ustnent, notification will be nmade by certified
return receipt mail.
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A

(1)

(2)

DEFI NI TI ONS

For all NCS purposes, the following definitions will be
used:

(a) Person. An individual, partnership, association,
corporation, estate, trust, or other legal entity, and
wherever applicable, a state or a political
subdi vi sion, or agency of a state.

(b) Entity(ies). A person or persons other than an
i ndi vi dual .

(c) Actively engaged in farming. A person who, in return
for a share of profits and | osses, nakes a contribution
to the production of an insurable crop in the form of
capital, equipnent, |and, personal |abor, or personal
managenent .

(d) Substantial beneficial interest. An interest of 10
percent or nore. |In determ ning whether such an
interest equals at |least 10 percent, all interests
which are owned directly or indirectly through neans as
ownership of a corporation which owns the interest wll
be taken into consideration. |In order to insure this
is not circunmvented by an individual or entity, FCC
may determ ne that an ownership interest requirenent of
| ess than 10 percent will be appli ed.

This determnation is made at the tinme i nsurance
attaches and continues for the year.

Total Insurance Experience Of A Person is the sum of:
(a) Insurance experience of the person;

(b) Insurance experience of other insured entities in which
t he person had substantial beneficial interest if the
person was actively engaged in farmng of the insured
crop by virtue of the person's interest in those
insured entities; and

(c) Insurance experience of a spouse and mnor children if
the person is an individual and the spouse and m nor
children are considered the sane as the individual.
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(3)

(4)

(5)

NCS classifications assigned to a person for all land apply

to:

(a)
(b)

(c)

The person;

Any entities in which the person has substanti al
beneficial interest; and

Any ot her persons that are actively engaged in farm ng
with the person identified for NCS purposes on a shared
uni t basi s.

NCS classifications assigned to a person for a specified
land apply to:

(a)
(b)

(c)

The person on the specified | and;

Any entities in which the person has substanti al
beneficial interest that are actively engaged in
farmng the specified |and; and

Any ot her persons that are actively engaged in farm ng
with the person identified for NCS purposes on the
speci fied | and.

Spouses and minor children of a person who is an individual
are considered to be the same as that person for NCS
purposes except that:

(a)

(b)

The spouse who was actively engaged in farmng in a
separate farm ng operation prior to their marriage wl|l
be a separate person with respect to that separate
farm ng operation so |long as that operation remnains
separate and distinct fromany farm ng operation
conducted by the other spouse.

A mnor child who is actively engaged in farmng in a
separate farm ng operation will be a separate person
Wi th respect to that separate farm ng operation if:

1 The parent or other entity in which the parent has
a substantial beneficial interest does not have
any interest in the mnor's separate farmng
operation or in any production from such
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(6)

(c)

EXHIBIT 1 February 1997

oper ati on;

N

The m nor has established and mai ntains a separate
household fromthe mnor's parent; and

oo

The m nor personally carries out the farm ng
activities wwth respect to the mnor's farmng
operation and for which there is a separate
accounti ng.

A person shall be considered to be a minor until the
age of 18 i1s reached. Court proceedi ngs conferring
majority on a person under 18 years of age will not
change such person's status as a m nor

Q her definitions used for NCS purposes:

(a)

(b)

(c)

Contract. |nsurance experience obtained by FCIC for a
person involved in the production of a specified crop.

Land. A geographically defined area on which rates
and/ or coverages are adjusted for NCS purposes. In
regions of the country using the Meets And Bounds
system of | and neasurenent, land is identified by FSA
Farm Serial Nunbers or parts thereof. In regions of the
country with established rectangul ar surveys, land is
identified by sections or parts thereof.

Nonactual Yield. (Used interchangeably with

Cor poration Assigned Yield as defined in Federal

Regul ations.) Means all yields assigned by FCIC for
t he purpose of determ ning insurance coverage. These
i ncl ude:

1 RSO approved Yi el ds.

2 Transitional Yields (prior to yield calculation
met hods bei ng applied).

3 Assigned Yields. (75% of prior APH approved yield

used when production is not reported.)
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(d)

(e)

()

(9)

(h)

Actual Yield. The total harvested production of a crop
di vi ded by the nunber of acres on which the crop was

pl anted. For insured acres, actual yield is total
production to count as defined in the insurance policy
di vided by insured acres. For NCS purposes, such
yields will not be adjusted unless errors are
identified during the review process.

NCS Yield. Nonactual Transitional Yield assigned to
| and.

NCS Yield Factor. (Also referred to as a T-Adjustnent
Factor.) The cal cul ated Nonactual Yield reduction
factor assigned to persons. Wen NCS Yield Factors are
applied, all Nonactual Yields used by a person are
multiplied tines the factor for determ ning adjusted

i nsurance coverage. Calculated NCS Yield Factors may
range from .01 to .90. They are applied to 100% of the
T yield.

NCS Base Period. 1983 was the first year ever used in
the base period for NCS purposes. (i.e. 1983 through
1991). The NCS base period is now 10 consecutive crop
years (as defined in the crop policy) ending 1 crop
year prior to the crop year in which the NCS
classification becones effective for all crops except
Arizona, California and Texas citrus (production) and
sugar cane. For these crops, the NCS base period neans
the 10 consecutive crop years ending 2 crop years prior
to the crop year in which the NCS classification
becones effective. For exanple: An NCS classification
effective for the 1996 crop year agai nst a producer of
citrus production in Arizona, California, and Texas,
and sugarcane woul d have a NCS base period that

i ncludes the 1984 through 1993 crop years. An NCS
classification effective for the 1996 crop year against
a producer of all other crops would have a NCS base
period that includes the 1985 through 1994 crop years.

Cumulative Earned Premium Rate. The total for al

years in the base period of total prem um earned
divided by the total for all years in the base period
of liability with the result expressed as a percentage.
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(1) Cumulative Loss Ratio. The ratio of sunmmed indemities
to summed total prem umduring the base peri od.

(j) Earned premium -nmeans prem um ear ned, subsidi zed and
producer paid, excluding any anmnount designated for
operating and adm ni strative expenses for a crop under
a policy insured or reinsured by the Corporation.

(k) Indemnified loss -neans a | oss applicable for the
policy for any year during the NCS base period for
which the total indemity exceeds the total earned
premum |If the person has insurance for the crop in
nore than one county for any crop year, indemities and
premuns wll be accunulated for all counties for each
crop year to determne an indemified |oss.

(1) Insurance experience -neans earned prem uns,
indemities paid (but not including replant paynents),
and other data for the crop (after applicable
adjustnents) resulting fromall of the insured s crop
i nsurance policies insured or reinsured by the
Corporation for one or nore crop years and will include
all information fromall counties in which the person
was i nsur ed.
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NOTI FI CATI ON LETTERS
| NFORMATI ONAL COMPANY LETTER ON NCS CLASSI FI CATI ONS

United States Risk Regional
Department of M anagement Service [RSO
Agriculture Agency Office Address]
[ COVPANY NANE] [ DATE]
[ COWPANY REPRESENTATI VE]
[ ADDRESS]

RE: Assignnent of Nonstandard C assification

The original of the enclosed courtesy copy letter wll
be mailed to the insured naned in the letter. The
Federal Crop Insurance Corporation recognized your
conpany as the insured' s npbst recent servicing

organi zation. The agent handling this account shoul d
be notified of the nonstandard classification.

Adjustnents were nmade to prevented planting liabilities
and indemities. Liabilities were converted to the
full liability that woul d have been applicable, if the
crop had been planted for the 1995 and 1996 crop years.
Prevented planting paynents for the 1995 and succeedi ng
crop years which were paid when a substitute crop was
pl anted were not counted.(Pl). Prevented planting
paynments for the 1995 crop year only, which were paid
at the highest guarantee, were reduced by 1/3. Also in
1995, Prevented planting indemities paid when an
approved cover crop is seeded that will not be
harvest ed, grazed, or hayed (P2), were not counted.
These adj ustnents appear on the notification letter.

Al'l nonstandard classifications will be shown on form
FCl -35 or FCl-32 Supplenent to be filed in the county
crop section of the Actuarial Docunent Book.

|f a coverage factor is assigned, all nonactual vyields
used by the insured are multiplied by the coverage
factor, stated in the letter, when determ ni ng new
approved APH yields. Nonactual yields are defined as
transitional, RSO approved, and assigned yields (used
when prior years production is not reported). Yield
limtation changes (10% caps etc.) do not apply to the
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i nsured' s new approved APH yield(s).



February 1997 EXHIBIT 2 FCIC 16010

If an NCS rate is assigned, that rate will apply
unless a higher rate is assigned to the acreage or such
acreage i s designated as unrated by the actuari al

tabl e.

As with all actuarial classifications, it is the

conpany's responsibility to inplenent the nonstandard
classification adjustnents to the insured s contract.

[ BRANCH CHI EF]

Encl osur es
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NOTI FI CATI ON LETTER TO | NSURED

United States Risk Regional
Department of Management Service [RSO
Agriculture Agency Office Address]
[INSURED'S NAME] [DATE]
[ADDRESS] [RETURN RECEIPT #]

SUBJECT: Notification of Nonstandard Classification

Due to the number and/or severity of losses, insurance premium(s) and/or coverage for your
(CROP) will be adjusted beginning with the (YEAR) crop year.

Premium(s) and/or coverage for this crop will be adjusted because 1) losses were paid to you
in at least 3 years; 2) losses were paid in 60 percent or more of the years you insured the
crop(s), within aten calendar year period; and 3) your loss severity has equaled or exceeded
established standards. Y our indemnities may have been adjusted in some years to recognize
widespread disasters and hail losses before we made this determination.

These adjustments do not cancel your crop insurance contract. Y ou must notify any other
person(s) with an insurable interest in the affected crop of this determination. This
determination may aso apply to your spouse and minor children. Adjustments apply to all
insured units of the crop as specified. Y our agent has been informed of these adjustments and
can assist you in reviewing your previous insurance experience as well as explain your rate and
coverage options for the next crop year. Please take the time to review your options with your
agent.

If you disagree with our findings, you may request reconsideration by writing to the Regional
Service Office (RSO) at the address that appears at the top of thisletter. All requests for
reconsideration must be 1) in writing; 2) signed by you; and 3) postmarked within thirty (30)
days from the date you receive this letter. Reconsideration is your opportunity to point out
errors or present information that could change our determinations.

ALTHOUGH these adjustments are significant, we believe they are fair when your insurance
experience is compared to the overall insurance experience we trust that you will continue to
manage your production risk through the multiple peril crop insurance program. We will
review your insurance history each year and subsequent changes will be filed with your agent.
We will restore normal rates when you no longer meet the criteria for nonstandard
classfication.

[NAME], BRANCH CHIEF
cc:[Crop Insurance Company]
ATTACHMENT



February 1997 EXHIBIT 2A FCIC 16010

[INSURED'S NAME] [DATE]
CONTRACT # 014903

CROP; (CROP) STATE: VIRGINIA
COUNTY (S): HALI FAX

TOTAL INSURANCE EXPERIENCE

CROP TOTAL ADJ1 TOTAL ADJ2 INDEM ADJUSTED/3

YEAR LIABILITY LIAB PREMIUM PREM PAID INDEM

89 601 601 73 73 0 0

90 1141 1141 154 154 1141 1141

91 1198 1198 174 174 957 957

93 743 743 163 174 743 743
TOTAL 3683 564 564 564 2841 2841

/1 liability adjusted to account for crop revenue coverage
/2 premium adjusted to account for crop revenue coverage
/3 (to account for RSO determined deductions, (i.e. disaster, deductible hail, crop revenue

etc..)
ADJUSTMENTS
**75%
cov ***COV
TYPE PRACTICE OPTION BASE ADJ
ALL ALL 70.0 75

**  Please note your premium amount is determined on the subsidized rate that has been
adjusted to the coverage level, not base rate displayed above.

*** (cov adj) coverage adjustment appliesto all nonactua yields
Please ask your agent for details.

****N/A means not applicable.

These adjustments will apply to al insured units of the crop, as specified.
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FCIC 16010 EXHIBIT 2B February, 1997

NOTIFICATION LETTER REMOVING AN INSURED

United States Risk Regional

Department of M anagement Service [RSO

Agriculture Agency Office Address]
[INSURED'S NAME] [DATE]
[ADDRESS] [RETURN RECEIPT #]

RE: Changes Affecting Y our Insurance Contract for [CROP] in [COUNTY], [STATE]
Dear [INSURED'S NAME]:

In accordance with Federal Regulations, Federal Crop Insurance Corporation (FCIC) has
reviewed your insurance experience and the application of Nonstandard Classifications
assigned to you for this crop. Based on thisreview, you have been removed from the
Nonstandard Classification System and a standard insurance offer is available to you, for the
[YEAR] crop year.

Yields used for insurance purposes will be calculated by standard Actual Production History
procedures. Rates will be assigned by the appropriate actuarial documents filed with your
insurance agent. These yields and rates will apply unless the acreage or anyone in the farming
operation as defined by FCIC, is classified under the Nonstandard Classification System. In
such casg, if the NCS classification assigns a higher rate or lower coverage than the rate or
coverage otherwise applicable to the acreage, the higher rate or lower coverage under NCS

will apply.

We are pleased this favorable determination could be made.

[DIRECTOR]

cc:[Crop Insurance Company]

11



FCIC 16010 EXHIBIT 3 February, 1997

RECONSIDERATION LETTER RESPONSE TO AGENT

United States Risk Regional
Department of M anagement Service [RSO
Agriculture Agency Office Address]
[AGENT'S NAME] [DATE]
[ADDRESS]
RE: Nonstandard Classification System (NCS) Reconsideration Made by the Agent

for [INSURED'S NAME], in [COUNTY], [STATE].
Dear: [AGENT'S NAME]

We are unable to consider the request you have submitted on behalf of your insured.
Reconsiderations of NCS Classifications must be signed by the person addressed in the
notification letter. Please refer to the second to the last paragraph of each insured's notification
letter for making request for reconsideration.

We are returning your letter. Please advise the above identified insured that the request for

reconsideration must be submitted in writing, by them, before the 30 days specified in the
notification letter are past.

[NAME]
DIRECTOR

12



FCIC 16010 EXHIBIT 3A February 1997

RECONSIDERATION LETTER DENIAL OF REQUEST

United States Risk Regional
Department of M anagement Service [RSO
Agriculture Agency Office Address]
[INSURED'S NAME] [DATE]
[ADDRESS] [RETURN RECEIPT #]
RE: Reconsideration of Classification Changes Affecting Y our Insurance Contract

for [CROP] in [COUNTY], [STATE].
Dear [INSURED'S NAME]:

After reviewing your insurance experience and the additional information provided in your
request, the earlier decision remains unchanged.

Y our insurance experience meets the selection criteria as specified in the crop insurance
regulations. [REASONS: ANSWER SPECIFIC QUESTIONS, ETC]

The classification changes assigned in your notification letter will apply for the [Y EAR] crop
year. Your insurance experience will be reviewed annually and the appropriate adjustments
made.

We regret that a more favorable decision could not be made.

Genera program requirements that apply to al participants, procedura decisionsrelating to
administration of the programs and science-based formulas and criteria are not appealable.

Y ou have additional rights to appeal this decision of appealability. Such an appeal must be in
writing, signed by you, and postmarked within thirty (30) days of the date you received this
letter to:

National Appeals Division
[Location] Area Office
Suite [number]

[Address]

[City, State Zip Code]

[NAME] DIRECTOR

[ATTACHMENTS as necessary]
cc:[Crop Insurance Company]

13



February, 1997

NATIONAL APPEALSDIVISION
WESTERN AREA OFFICE

730 SIMMS SUITE 386
GOLDEN, CO. 80401

EXHI

14

BIT 3B

NATIONAL APPEALSDIVISION
EASTERN AREA OFFICE

3500 DEPAUW BLVD. SUITE 2052
INDIANAPOLIS, IN 46268

NATIONAL APPEALSDIVISION
SOUTHERN AREA OFFICE

7777 WALNUT GROVE RD. SUITE OM-36
MEMPHIS, TN 38120

FCIC 16010



FCIC 16010 EXHIBIT 3C February 1997

RECONSIDERATION LETTER
POSTMARKED 30 DAYSAFTER NOTICE

United States Risk Regional
Department of M anagement Service [RSO
Agriculture Agency Office Address]
[INSURED'S NAME] [DATE]
[ADDRESS] [RETURN RECEIPT #]
RE: Reconsideration of Classification Changes Affecting Y our Insurance Contract

for [CROP] in[COUNTY], [STATE].
Dear [INSURED'S NAME]:
Y our request for reconsideration was postmarked to this office on [DATE]. The Federal Crop
Insurance Corporation (FCIC) is unable to consider it for the [YEAR] crop year since your
reconsideration letter was not postmarked within the 30 day period as stated in your
notification letter.

The classification changes assigned in the prior notification letter will apply for the [YEAR]
crop year.

Y our request for reconsideration will be considered when your contract experienceis reviewed
next year for the [YEAR] crop year. The appropriate adjustments will be made.

[NAME]
DIRECTOR

[ATTACHMENTS as necessary]
cc:[Crop Insurance Company]

15



February 1997 EXHIBIT 3D FCIC 16010

RECONSIDERATION LETTER REMOVING AN ENTITY

United States Risk Regional

Department of M anagement Service [RSO

Agriculture Agency Office Address]

[INSURED'S NAME] [DATE]

[ADDRESS] [RETURN RECEIPT #]

RE: Reconsideration of Classification Changes Affecting Y our Insurance Contract

for [CROP] in [COUNTY], [STATE].
Dear [INSURED'S NAME]:

Y our request for reconsideration has been reviewed. Justification was found to change the
earlier decision based on additional information provided.

[BASISUSED TO NEGATE THE NCS CLASSIFICATION]

Y our approved yield will be established according to APH procedures. The insurance rate will
be assigned by the existing actuarial structure in the county for the [YEAR] crop year.

We are pleased a favorable determination could be made.
[NAME]
DIRECTOR

cc:[Crop Insurance Company]

16



FCIC 16010 EXHIBIT 3E February 1997

RECONSIDERATION LETTER
MODIFYING CATEGORY “B” CROP CLASSIFICATIONS

United States Risk Regional

Department of Management Service [RSO
Agriculture Agency Office Address|
[INSURED'S NAME] [DATE]

[ADDRESS] [RETURN RECEIPT #]

RE: Reconsideration of Classification Changes Affecting Y our Insurance Contract for
[CROP] in[COUNTY], [STATE].

Dear [INSURED'S NAME];

Y our request for reconsideration has been reviewed. The additional information provided
allows this office to modify the earlier decision.

Y our nonactual yields on which insurance coverage is determined [remain unchanged at] [is
revised to] [XX] percent of their former value. Your rate [remains unchanged] [has been
revised as follows]

ADJUSTMENTS
**75%
COVERAGE *COVERAGE
TYPE PRACTICE BASE RATE ADJUSTMENT
ALL ALL 70.0 15

* (coverage adjustment appliesto all nonactua yields)

** Please note your premium amount is determined on the subsidized rate that has been
adjusted to the coverage level and/or the option selected, not base rate displayed above.
Please ask your agent for details.

These adjustments will apply to al insured units of the crop.

***N/A means an NCS rate is not applicable.

****N/A means an NCS factor not applicable.

[REASONS FOR CLASSIFICATION CHANGE(9)]

These classification changes will apply to [ALL UNITS, SPECIFIC PRACTICES, SPECIFIC
TYPES, LAND] for the [YEAR] crop year. Limitations to coverage reduction from year to

year as provided by standard crop insurance procedures will not apply.

17



February 1997 EXHIBIT 3E FCIC 16010

If ahigher rate or lower coverage is assigned to this [PRACTICE, TY PE,Option, OR LAND]
elsewhere in the Actuarial Table then the higher rate and/or lower coverage shall apply. For
any share arrangements involving one or more persons, the lowest coverage factor and the
highest rate applicable for any one of the persons involved shall apply to al persons.

Y our contract experience will be reviewed annually and the appropriate adjustments made.

This decision was based on general program requirements that apply to all participants and
procedural decisions relating to administration of the program. Therefore it is not appeal able.
Y ou have additional rights to appeal this decision of appealability. Such an appeal must be in
writing, signed by you, and postmarked within thirty (30) days of the date you received this

letter to:
National Appeals Division
[Location] Area Office
Suite [number]
[Address]
[City, State Zip Code]
[NAME]
DIRECTOR
[ATTACHMENTS as necessary]

cc:[Crop Insurance Company]

18



FCIC 16010 EXHIBIT 3F February 1997

RECONSIDERATION LETTER
MODIFYING RATE CLASSIFICATION

United States Risk Regional
Department of M anagement Service [RSO
Agriculture Agency Office Address]
[INSURED'S NAME] [DATE]
[ADDRESS] [RETURN RECEIPT #]

RE: Reconsideration Of Rate Changes Affecting Y our Insurance Contract for [CROP] in
[COUNTY], [STATE]

Dear [INSURED'S NAME]:

Y our request for reconsideration has been reviewed. The additional information provided
allows this office to modify the earlier decision.

Y our rate(s) has’have been revised as follows:

ADJUSTMENTS
**75%
COVERAGE
TYPE PRACTICE BASE RATE
ALL ALL 70.0

** Please note your premium amount is determined on the subsidized rate that has been
adjusted to the coverage level and/or the option selected, not base rate displayed above.
Please ask your agent for details.

These adjustments will apply to al insured units of the crop.

[REASONS FOR RATE CHANGE(S)]

This/these new rate(s) will apply to [ALL UNITS, SPECIFIC PRACTICES, SPECIFIC
TYPES, OPTIONS, LAND] of your [CROP] crop for the [YEAR] crop year. Your coverage
classification(s), which are based upon your actual yield history as reported to FSA, will
continue to be filed in the actuaria documents for the county, along with this assigned rate.
These changes apply only to you and any other entities in which you have a substantia
beneficia interest and are actively engaged in the farming operation as defined by Federal
Regulations. Y our rate(s) and coverage classification(s) will also apply to any other persons

19



February 1997 EXHIBIT 3F FCIC 16010

that are farming with you on a shared unit basis.

If ahigher rate or lower coverage is assigned to this acreage elsewhere in the Actuarial Table
then the higher rate and/or lower coverage shall apply. For any share arrangements involving
one or more persons, the lowest coverage classification and the highest rate applicable for any
one of the persons shall apply to al persons.

This decision was based on general program requirements that apply to all participants and
procedural decisions relating to administration of the program. Therefore it is not appeal able.
Y ou have additional rights to appeal this decision of appealability. Such an appeal must be in
writing, signed by you, and postmarked within thirty (30) days of the date you received this
letter to:

National Appeals Division
[Location] Area Office
Suite [number]

[Address]
[City, State Zip Code]

[DIRECTOR]

cc:[Crop Insurance Company]

20



FCIC 16010 EXHIBIT 3F February 1997

RECONSIDERATION LETTER
MODIFYING AREA CLASSIFICATION

United States Risk Regional
Department of M anagement Service [RSO
Agriculture Agency Office Address]
[INSURED'S NAME] [DATE]
[ADDRESS] [RETURN RECEIPT #]

RE: Reconsderation Of Assigned Area Classification(s) Affecting Y our Insurance Contract
for [CROP] in[COUNTY], [STATE]

Dear [INSURED'S NAME]:

Y our request for reconsideration has been reviewed. The additional information provided
allows this office to modify the earlier area classification(s) assigned to your contract.

This/these revision(s) for the [YEAR] crop year establishes your [CROP] classification(s) of
area(s) [NUMBER].

[REASONS FOR CLASSIFICATION CHANGE(S)]

These classification change(s) will apply to [ALL UNITS, SPECIFIC PRACTICES,
SPECIFIC TYPES, OPTIONS, LAND] of your [CROP] crop for the [YEAR] crop year.
This/these coverage classification(s) iSare based on your actua yield history as reported to
FSA. Your coverage and rates will continue to be filed in the actuarial documents for the
county.

These changes apply only to you and any other entities in which you have a substantial
beneficia interest and are actively engaged in farming as defined by Federal Regulations. 'Y our
rate(s) and coverage classification(s) will also apply to any other persons that are farming with
you on a shared unit basis. Y ou are responsible for notifying any other person(s) with an
insurable interest affected by these classification changes.

If ahigher rate or lower coverage is assigned to this acreage elsewhere in the Actuarial Table
then the higher rate and/or lower coverage shall apply. For any share arrangements involving
one or more persons, the lowest coverage classification and the highest rate applicable for any
one of the persons shall apply to al persons.
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February 1997 EXHIBIT 3F FCIC 16010

This decision was based on general program requirements that apply to all participants and
procedural decisions relating to administration of the program. Therefore it is not appeal able.
Y ou have additional rights to appeal this decision of appealability. Such an appeal must be in
writing, signed by you, and postmarked within thirty (30) days of the date you received this
letter to:

National Appeals Division
[Location] Area Office
Suite [number]

[Address]
[City, State Zip Code]

[DIRECTOR]

cc:[Crop Insurance Company]

22
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EXHIBIT 4 February 1997

FCI-2 WRITTEN AGREEMENTS REMOVING ENTITIES

To remove insureds from the FCI-35/32 Supplement, you will use the written
Agreement.

The RSO's should follow existing procedure in the FCIC 24020, written agreement
handbook or current underwriting guides in processing the written Agreementsin terms
of the format of the agreement. One of the following statements must be used with this
type of written agreement:

Under the above insurance contract and respective insured crops, the undersigned
parties expressly agree that the following is an amendment to the Form FCI-35/32
Supplement (Person). The contract covering the stated cropsiis revised as follows:

a Yield factors and/or rate classifications for [[INSURED] on the [CROP]
FCI-35 Supplement (person) are rescinded for the [CROP] crop year.

b Areaand/or rate classifications for [INSURED] on the [CROP] FCI-32
supplement (person) are rescinded for the [CROP] crop year.

In al cases, thistype of agreement will be sent to the insured by certified mail. A
courtesy copy will be sent to the insured's last known company.

23



February 1997 EXHIBIT 5 FCIC 16010

RESCINDING NCS CLASSIFICATIONS THROUGH APPEALS

United States Federal Crop Regiona

Department of Insurance Service [RSO
Agriculture Corporation Office Address|
[INSURED'S NAME] [DATE]

[ADDRESS] [RETURN RECEIPT #]

RE: Rate Changes Affecting Y our Insurance Contract for
[CROP] in[COUNTY], [STATE]

Dear [INSURED'S NAME]:

Based on the findings of National Appeals Division, your standard APH insurance offer is
reinstated for the [CROP] for the [CROP YEAR].

Enclosed isan Written Agreement reinstating your standard rates and coverages where
applicable. Contact your insurance agent for details.
We are pleased this favorable determination could be made.

[DIRECTOR]

cc:[Crop Insurance Company]
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FCIC 16010 EXHIBIT 6 February 1997

11/15/96 COUNTY ACTUARIAL TABLE (5PAGE 2

FCI-33 SUPPLEMENT (LEGAL)
(6)1997 AND SUCCEEDING CROP YEARS

(1)ST: WISCONSIN  (55) (2)CO: LAFAYETTE (065)
CROP(S): OATS CORN SBEAN

TOIN RO4W (8) SEC: 019(9) LEGAL: EAST % OF EAST % ONLY (11)

SOYBEANS 043 [RATE] 10
053 [RATE] 10
094 [RATE] 10
095 [RATE] 10

TOIN ROBW (8) SEC: 020(9) LEGAL: NORTHEAST 1/4 OF NORTHEAST
1/4 OF SOUTHWEST 14 ONLY (11)

SOYBEANS ALL 997 [RATE] 15
CORN ALL ALL [RATE] 15

1 Enter State. 10 Type.

2 Enter County. 11 Lega Description Qualification

3 Enter Crop. Remarks.

4 Enter Date Prepared. 12 Enter NCSYield factor.

5 Enter Page Number. 13 Enter Rate or APH to assign R-Span rating.

6 Effective crop year.

7 Enter al practicesin

effect for the crop within the county.
8 Enter Township and Range.
9 Enter Section.

25



February 1997 EXHIBIT 6 FCIC 16010

11/15/96 COUNTY ACTUARIAL TABLE (5PAGE 2

FCI-33 SUPPLEMENT (LEGAL)
(6)1997 AND SUCCEEDING CROP YEARS

(1)ST: WISCONSIN  (55) (2)CO: LAFAYETTE (065)
CROP(S): OATS CORN SBEAN

FARM 1019 (8) ALL TRACTS(9)

SOYBEANS 043 [RATE] 10
053 [RATE] 10
094 [RATE] 10
095 [RATE] 10

FARM 1213 (8) TRACTS1, 2,5, AND 7 ONLY (9)

SOYBEANS ALL 997 [RATE] 15
CORN ALL ALL [RATE] 15

1 Enter State. 9 FSN Quadlification Remarks.

2 Enter County. 10 TYPE

3 Enter Crop. 11 Enter NCSYield Factor.

4 Enter Date Prepared. 12 Enter Rate or APH to assign R-span rating.

5 Enter Page Number.

6 Enter applicable year of

FSA Farm Seria Numbers.
7 Enter dl practicesin effect
for the crop within the county.
8 Enter FSA Farm Serial Number.

26



FCIC 16010 EXHIBIT 7 February 1997

(4)11/19/96 COUNTY ACTUARIAL TABLE (5)page 2
FORM FCI-35 SUPPLEMENT (PERSON)
(3): CROP YEAR AND SUCCEEDING CROP YEARS

(2): (2
ST: CO: CROP:

(6) (7): TYPE : 011 : 012:
(8: PRACTICE: 997 : 997:
ANDERSON, ROBERT A

IN 4W (11) (9: YLDFAC: .80:
SEC: 19 (20): RATE :
E¥% OF E% ONLY

BENTON, STEVE G.

ALL : YLDFAC: .75: X : :
INSURED UNITS . RATE :[ratg]:
CALHOUN, JOE E.
. YLD FAC: : X X : :

FSN 1239 . RATE :[rate] :
1 Enter State. 9 Enter Classification Area
2 Enter County. Number assigned.
3 Enter Crop Year. 10. Enter NCS rate determination.
4 Enter Date Prepared. 11. Enter township range and
5 Page Number of Total Pages section or farm seria numbers
6 Enter Producer Name
7 Enter Type(s) as shown on

the FCI-35 for the crop.
8 Enter practice(s) as shown on
the FCI-35 for the crop.
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February 1997 EXHIBIT 8 FCIC 16010

(4)11/19/94 COUNTY ACTUARIAL TABLE (5)page 2
FORM FCI-32 SUPPLEMENT (PERSON)
(3): CROP YEAR AND SUCCEEDING CROP YEARS

(2): (2
ST: CO: CROP:

(6) (7): TYPE : 11A : 021:
(8 : _ PRACTICE: 997 : 997
ANDERSON, ROBERT A
ALL (9: CLASS: 04:
(10): RATE : 23.9:

BENTON, STEVE G.

1055 . CLASS : 03:
RATE : 345
CALHOUN, JOE E.
ALL . CLASS : 02 : : : : : : :
RATE : 456: : : : : : Do--

1 Enter State. 9 Enter Classification Area
2 Enter County. Number assigned.
3 Enter Crop Year. 10 Enter NCS rate determination.
4 Enter Date Prepared.
5 Page Number of Total Pages
6 Enter Producer Name
7 Enter Type(s) as shown on
the FCI-35 for the crop.
8 Enter practice(s) as shown on
the FCI-35 for the crop.
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FCIC 16010 EXHIBIT 9 February 1997

~_ NOLETTER/UPDATE SUPP _ ADD ON/NOTIFICATION LETTER _ DROP

CROP: EFF. CROP YEAR: PROD. STAT.

STATE: NAME:

COUNTY: ADDRESS.

ZVALUE: COMP. CODE: ADDRESS.

POLICY #: REVIEWING UW & DATE:

RO R R b b b b b b b b b b b S b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b

LEGAL DESCRIPTION: TOWNSHIP: RANGE: SECTION:

DESCRIPTION 1. DESCRIPTION 2:

RO R R b b b b b b b b b b b S b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b

1. PRAC/TYPE (ALL) YIELD 1 RATE 1

2. IRRIGATED (002) YIELD 2 RATE 2

3. NON-IRR (003) YIELD 3 RATE 3

4. CONT. CROP (004) YIELD 4 RATE 4

5. SUM-FALLOW (005) YIELD 5 RATE S

6. NIBR/N-IRR (086) YIELD 6 RATE 6

7. FAC/IBR-NI (088) YIELD 7 RATE 7

8. FAC/NIBR-NI (089) YIELD 8 RATE 8

9. NFAC/IBR-NI (090) YIELD 9 RATE 9

10. () YIELD 10 RATE 10

11. () YIELD 11 RATE 11

Rk SR b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b b

CROP ADJ. NOT LISTED

YEAR LIAB. PREMIUM INDEM. INDEM. ____Prevented planting
____HAIL
_____Name comb.error
on prelim. list
_____ Moreyearsfound

on exper

____NOLONGER FARMS
____ DECEASED
_____RSOdir. decision
_____ Other
_ loss exper added
____ recheck yearly
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Name: Crop:

State/County: Effective Crop Year:

1. Initia Person Review
(@) Identify any problems with preliminary listing for person:

(b) Identify other entities in which the person has interest (list):

(c) Remarks:

2. ldentify Type Of Contract Problem.

(@ Indicate types of information used during this review.
__EXPER ___Other: (Specify)
___YiddHistory
___ Current Act. Doc.

___Soils

__FsA

___Corps of Engineers
___NASS

Additional Remarks:

(b) Type of problem(s) identified:

___ Contract-Wide:
___Random and sustained losses.

___Repetitious losses 1 or more units. (Land hazard does not appear involved.)

___Possible noncompliance. (Further documentation required.)
___High percentage of new units observed.

___Contract-Specific:
___Cropping practices/ Type/Options.
___Purelandrisk. (Physical hazards identified.)
___Person-all losses on one unit. (Physical hazard not identified)

30
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FCIC 16010 EXHIBIT 9

Further Explanation:

3. Implemented Solutions To Identified Problem(s):

(& Options:
____Coverage Only
___Rate Only
___Coverage and Rate
___Problem Solved Through Exist. Or Planned Actuarial Documents.

(b) Options applied to:

___Person __land
___Person-Practice/Type/Option ___Practice-Land
___Person-Practice/Type/Option-Land Other:

(c) Basisfor determinations:

4. Classfication Changes Assigned:

Rate: Coverage Factor:

Other:

5. Additional Information:

Approving Underwriter: Date:
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EXHIBIT 10

CROP CODE: 011

FCIC 16010

CROP YEAR: 1994

(LN)

STATE: 16

COUNTY: ALL [077 ]

TYPE: ALL PRAC: IRR[ 002 ]

CONTRACT INFO-----CNTY |EXPER NAME

RH 718 062137 1 077 [JOHN *DOE

L

YEARN#O#E 1 2 3

PRAC LIAB: [ 31370 ]

COVERAGE
LIAB

PREM

February, 1997

DATE/TIME: 02/15/93 17:36:44

INSURED: DOE, JOHN

| 9999988888

------------------------------------------ | 4321098765

[
HAIL OFF ADJHRBLND ADJ
IND RED ADJ CDEFF DAP IND PROD

85 N
86 N
87 N

88
89
90
91
92
93
94

0
____________________ 0

____________________ 0
16799
14571

[oNeoleNoNe

0
0
0

1378
1195

cNeoloNoNe

0 0
0 0
0 0
13439 10 H
14085 O

1.00 13439 3360
1.00 14085 486

cNeolNoNoNel
eoNeoleNoNe
!
i
1
o
O OO0 Oo

WACL = 75

LR

LR (adjusted) 10.70

LC
EPR

Adjusted LC  0.795
Frequency

10.70

0.877
0.082

[Initial Criteria |
|Z=6.88
|F=1.000

kkhkkkkhkkkhkkhkkhkkhkkhhkkhhkhkkhhkkhkkk*k

* SELECTION CRITERIA  *
| * Z=6.88 *
F = 1.000 *

I *

1.000

kkhkkhkkkhhkkkhhkkhkkhhkhkkhhkhkhkkhkhkkikkkkx%x

YEAR
85
86
87
88
89
90
91
92
93
94

LIAB PREM IND
0 0 0
0 0 0
0 0 0
3437 2048 77
2982 1777 2496

0
0

0
0
0

0
0
0

o O O OO0

Rooooo
SQooooco

9 3825 2573

PROD

3360
486

Recommended rate with coverage adjustment

NCSYield Factor > 0.20

kkkkkk*%x

> 38%
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Recommended rate w/o coverage adjustment > 100%
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FCIC 16010 EXHIBIT 11

10.

11.

12.

13.

14.

15

16.

17.

18.

19.

20.

21.

22

QUALIFYING
SELECTION LISTING
State"Z" Criteria Score Vaue.

Selected Person/Name.
Number of observations for the tot-name
Data Base Name

Telephone Number.

Zip code.

Number of Y ears Insured.
Adjusted number of loss years.
Number of Loss Y ears.
Adjusted loss frequency.

Loss Frequency. (9./7.)
Adjusted Frequency.

Frequency.

February 1997

Adjusted accumulated loss cost (includes replant but deducts for DAP, prevented planting, CRC and

Hail) for the Person/Name for al years.

. Accumulated Loss Cost for the Person/Name for all years.

Accumulated County Loss Cost Ratio for the selected crop years.

Qualifying Adjusted loss ratio, calculated without replant hail CRC prevented planting and DAP.

Adjusted accumulated loss ratio for the Person/Name for all years.
Accumulated County Loss Ratio for the selected crop years.

Accumulated Earned Premium Rate for the Person/Name for al years.

Adjusted "Z" Score (deducts for replant, hail, prevented planting, CRC, and DAP) value for the

Person/Name.

"Z" Score Vaue for the Person/Name.
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23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40

41.

42.

43.

44,

45.

Report Organization and Policy Number.

County number for Agency Sales and Service Contracts and Company Number for Reinsured
Contracts.

Crop code

Hail Flag indicatesif hail is a cause of loss during one of the selected years.
Prevented planting flag

Replant flag indicates if areplant has been paid during one of the selected years.
State.

County.

Crop Year.

Crop Liability in dollars by year for the Person/Name.

Total Premium.

Total Indemnity Paid in dollars for the Person/Name.
Disaster Adjustment Factor.

Adjusted Indemnity (includes replant but deducts for deductible hail, prevented planting, CRC, and
DAP).

Hail deduction amount.

Replant amount.

Adjlia- liability adjusted for prevented planting

TACRES Insured. (Gross acres times X share = Net acres.)
County Liability in dollars by year for the crop.

County Total Premium in dollars by year for the crop.

County Indemnity Paid in dollars by year for the crop.
Person/Name Loss Cost Ratio by year for the crop.

County Loss Cost Ratio by year for the crop.
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46.

47.

48.

49,

50.

51

52.

53.

4.

55.

56.

S7.

58

Person/Name L oss Ratio by year for the crop.

County Loss Ratio by year for the crop.

Person/Name Earned Premium Rate by year for the crop.

County Earned Premium Rate by year for the crop.

RATE _ADJ - Rate without coverage adjustment. This rate adjusted to 75% coverage level.
NYF- NCSYield Factor.  (Refer to Exhibit 10, #17)
RATE_NYF - Rate With Coverage Factor. (Refer to Exhibit 10, #27)
Coverage Level Percent for the contract by year.

Weighted Average Coverage level percent.

SSN- THE SSN OR EIN associated with the NCSname.

STYP identifies type of SSN/EIN type.

ETYP identifies type of entity type.

STYP/SSN ETYP GRPASSN -SSN/EIN type, SSN/EIN, entity type, and group association assigned
by the regional service office.

*Note: All adjusted figures are calculations based on the hail, prevented planting CRC, and disaster

adjustment procedure (DAP) applied to the Person/Name.
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85 - 94 MONTANA WHEAT FARMERSW/  14:57 FRIDAY, DECEMBER 2, 1994

3 LOSSES, .6 LOSS FREQ AND 4.0 Z CRITERIA 1)
TOTNAME=BOONE TOM --(2)
®) 4) (5) (6) @) ®) 9) (10) 1) (12 (13)
OBS NAME PHONE ZIP NFREQ ADJLFRQ LFREQ ADJFREQ FREQ ADJFQ FQ
1 *BOONE TOM D 912-833-5170 810520000 3 3 3 1 1 1 1
2 *BOONE TOM D 912-833-5170 810520000 3 3 3 1 1 1 1
3 *BOONETOM  912-833-5170 810520000 3 3 3 1 1 1 1
9 9 9
(14) (15 (16) (17) (18) (19) (200 (1) (22 () (24)  (25) (26)
OBSADJ LCACM_LCA_CO LCQADJ LR ACM_ LR A CO LR ACM EP ADJZ Z CONTRACT CONO CROP H_FLAG
1 70 .70 02 5.89 5.89 33 12 601 6.01 HF08045012621 045 011
2 70 .70 02 5.89 5.89 33 12 601 601 HF08045012621 045 011
3 70 .70 02 5.89 5.89 33 12 601 6.01 HF08045012621 045 011
27) (28 (299 (30) (31) (32) (33) (34 (39) (36) @7 (39 (39) (40 (41)
OBSP FLAG RPLT STATE COUNTY YEAR LIAB PREM IND FACTORADJ IND YHAILDED YCRIND ADJLIA TACRES CO_LIAB
1 30 041 89 109960 12202 81884 1 81884 O 109960  4639.65 24828979
2 30 041 90 37603 4255 45426 1 45426 O 37603  1647.22 25938690
3 30 041 91 8532 2128 2198 1 2128 0 8532 880.52 20053732
(58)
STYP/SSN
(42)  (43)  (44) (45) (46) (47)  (48) (49) (50) (51)  (52) (53) (54) (55) (56) (57) ETYP
COPRE COIND LC COLC LR COLR EP COEP RATE ADJ NYF RATE _NYF COVPCT WACL SSN  STYPETYP GRPASSN
11805096 1286137 .74 05 671 .71 11 .07 63.8 41 29.8 75 75 502285174 1 S 15022851745
21826388 310840 68 .01 598 .17 .11 .07 63.8 41 29.8 75 75 502285174 1 S 15022851745
31573738 143749 26 .01 103 09 .25 .08 63.8 41 29.8 75 75 502285174 1 S 15022851745
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NONQUALIFYING
SELECTION LISTING
1. State"Z" Criteria Score Value.

2. NonSelected Person/Name.

3. Number of observations for the tot-name
4. Entity name as shown on Data Base

5. Street Address.

6. City

7. Zip code.

8. Telephone number

9. Adjusted "Z" Score (deducts for replant, hail, prevented planting, CRC, and DAP) value for the
Person/Name.

10. Report Organization and Policy Number.

11. County number for Agency Sales and Service Contracts and Company Number for Reinsured Contracts.
12. Crop code

13. Hail Flag indicates if hail is a cause of loss during one of the selected years.

14. Prevented Planting Flag.

15. Replant flag indicates if areplant has been paid during one of the selected years.
16. State.

17. County.

18. Crop Year.

19. Crop Liahility in dollars by year for the Person/Name.

20. Total Premium.

21. Tota Indemnity Paid in dollars for the Person/Name.

22. Adjlia(liability after adjustments for prevented planting.)
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23. Disaster Adjustment Factor.

24. Adjusted Indemnity (includes replant but deducts for deductible hail, prevented planting, CRC, and
DAP).

25. styp/ssn/etyp/grp assn- SSN/EIN type, SSN/EIN, and entity type, group assoication (state and county)
associated with the NCSname.

*Note: All adjusted figures are calculations based on the hail, prevented planting, crc, and disaster
adjustment procedure (DAP) applied to the Person/Name.
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87-96 NONQUALIFYING
ALABAMA FARMERS
PREVIOUSLY ON SUPPLEMENT /NEW Z CRITERIA >= 4.00 (1)

@) (4)
OBS NAME

1 *DEE RIVER RANCH,INC
2 *DEE RIVER RANCH,INC
3 *DEE RIVER RANCH,INC
4 #DEE RIVER RANCH

5 #DEE RIVER RANCH

6 #DEE RIVER RANCH, INC.
7 DEE RIVER RANCH, INC.

(13) (14) (15)

(%)
STREET

P.O.BOX F
P.O.BOX F
P.O.BOX F
P.O.BOX F
P.O.BOX F

(16)

(6) U]
CITY ST

ALICEVILLE AL
ALICEVILLE AL
ALICEVILLE AL
ALICEVILLE AL
ALICEVILLE AL

06:29 Monday, December 16, 1996 20

TSTNAME=DEE RIVER RANCH INC ---(2)

(®)

PHONE

©)

ZIP

(10)
ADJ Z

(11)

(12)

(13)

CONTRACT CO_NO CROP

205-373-8248 354420000 4.22 CH 01 932 003019 932 011
205-373-8248 354420000 4.22 CH 01 932 003019 932 011
205-373-8248 354420000 4.22 CH 01 932 003019 932 011
354420000 4.22 CI 01 054 030455
354420000 4.22 CI 01 284 030455
000000000 4.22 05 01 107 000002
4.22 0501 107 000002

17) (18) (19) (20)

(21)

OBS H_FLAG P_FLAG REPLANT STATE COUNTY YEAR LIAB PREM

OOk, WNRE

7

TSTNAME

01
01
01
01
01
01
01

107 90
107 91
107 92
107 93
107 94
107 95
107 96

22922
15852
10383
26880
29575
10257
16510

132379 21494 49320 49320

41

2021
1728
1196
3520
2928
5539
4562

(22)

(23)

(24)

054 011
284 011
107 011
107 011

(25)
STYP/SSN
ETYP

IND ADJLIA FACTOR ADJIND GRPASSN

14314
14651

22922
15852
10383
26880
29575
10257
16510

14314
14651
0
13706
6649
0
0

2370863103C011

2370863103C011
2370863103C011

2370863103C011
2370863103C011
2370863103C011
2370863103C011
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**Z CRITERIA SCORE

Z CRITERIA CROP
SCORE
3.50 ALMONDS - CA ONLY
* APPLES - Alabama, Florida, Georgia, and South Carolina Z= 5.0 everywhere else 3.5
* BARLEY - everywhere Z=4.0 except Minnesota counties 005, 027, 029, 119, 069, 087, 089, 107,
113, 125, 135, and 120 Z=4.5
4.00 BEANS C&P
3.50 BEANSDRY - Topeka 4.0 Z. Billings - Montana, ND, Wyoming use only certain types
CITRUS
AZ-CA
3.50 FLORIDA
3.50 TEXAS
4.0 CORN - Certain counties in Billings region processes only on an irrigated practice. Only one
runisdone. the NI practice no longer exists in these particular states and counties.
* COTTON - OK Z=5.0 everywhere else 4.0
4.00 CRANBERRIES
3.50 FIGS -
4.00 FLAX
3.50 FORAGE PRODUCTION exception Billings region and lowa Minnesota Wisconsin Z=4.0
* GRAIN SORGHUM - Oklahoma, Billings and Topeka RSOs Z=4.0 , everywhere else 3.5;
3.50 GRAPES
3.50 TABLE GRAPES
4.00 HYBRID SEED CORN - MAY USE CORN DAPS.
4.00 HYBRID SORGHUM SEED - May use grain sorghum DAPS
3.50 NURSERY STOCK
4.00 OATS - Separate spring and winter except billings region.
4.00 ONIONS
* PEANUTS Ok RSO Z=4.0, everywhere else 3.25.
4.00 PEAS GREEN
3.50 PEAS DRY
*

PEACHES - Alabama, Florida Georgia and South Carolina Z=5.0 every where else 3.5
3.50 PEARS

3.50 POTATOES

3.50 PEPPERS

3.50 PLUMS

4.00 POPCORN

3.50 PRUNES

3.00 RICE

3.50 RYE exception Billings region Z=4.00
3.50 SAFFLOWERS exception Billings region Z=4.00
4.00 C & F SWEET CORN

3.50 FM SWEET CORN

*

SOYBEANS - Z=4.0 everywhere except Ok region, Alabama, Arkansas, Florida, Georgia,
Louisiana, Mississippi, South Carolina North Carolina Z=5.00.

**Subject to change as designated in the procedure in this handbook.
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Z CRITERIA
SCORE

3.50
4.00
4.00
3.50

3.50
3.50
3.50
*

EXHIBIT 12 February, 1997
**Z CRITERIA SCORE

CROP

SUGAR BEETS

SUNFLOWERS

SUGARCANE

STONEFRUIT

TOBACCO - Types Are Run Separately. Flue Cured tobacco 2.00 all other 3.25.

C & PTOMATOES

FM TOMATOES - Certain Florida Counties

WALNUTS- CA ONLY

WHEAT - Spring and Winter coded Separately Except Billings RSO Run Spring and Winter
Together for All States Except North Dakota. everywhere Z=4.0 except Minnesota counties 005,
027, 029, 119, 069, 087, 089, 107, 113, 125, 135, and 120 Z=4.5

State 16 county 001, 003,009, 017, 021, 027, 035, 039, 045, 047, 049, 053, 055, 057, 061, 063,
067, 069, 073, 075, 083, 087, Z=2.75

State 41, county 001, 021, 027, 045, 049, 055, 059, 061, 063, 065, Z=2.75

State 53 county 003, 013, 019, 023, 043, 051, 063, 065, 071, 075, Z=2.75

all other states and counties in Spokane Z=3.5 except State 16 counties 005, 007, 029, 041, 071
Z=4.0

**Subject to change as designated in the procedure in this handbook.
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