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What is RISK? 

•  RISK: The uncertainty or potential variation in the 
outcome of future events that can negatively impact 
your: 
•  Current profit level 
•  Financial situation  

  (equity position) 
•  Satisfaction and well-being 
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Sources of Risk in Agriculture – Ag Risk 5 

1. Marketing and Price Risk 
2. Production Risk 
3.  Institutional Risk 
4. Human Risk 
5. Financial Risk 
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Strategies for Managing Risk 

1.  Avoid it 
2.  Reduce it 

a)  Reduce the probability it will happen 
b)  Reduce the impact if it does happen 

3.  Transfer it outside the business 
a)  Insurance 
b)  Contracting 

4.  Build your internal capacity to bear 
a)  Increase reserves 
b)  Maintain flexibility 

5.  Accept it 

4 



http://california.erightrisk.com 

Strategy Impacts 

Panel 1: Same Mean, Less Dispersion Panel 2: Same Dispersion, Higher Mean

Panel 3: Skewing the distribution Panel 4: Truncating the Distribution

Panel 1: Same Mean, Less Dispersion Panel 2: Same Dispersion, Higher Mean

Panel 3: Skewing the distribution Panel 4: Truncating the Distribution
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Risk Tradeoffs 

•  Upside: Greater risk taking usually 
leads to greater wealth over time 

•  Downside: Losses from risk taking 
can potentially be devastating 

•  Managing risks are a matter of 
evaluating tradeoffs.  

•  How much risk and how much 
stress are you willing to endure to 
potentially achieve higher returns? 
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Tools to Evaluate Alternatives 

•  Partial Budget 
relatively minor changes 
 
 

•  Enterprise Budget 
larger changes 
 
 

•  Whole Farm Budget 
substantial changes 

http://RightRisk.org > Tools 
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Enterprise Budget Analysis 
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Enterprise Risk Analyzer 
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Current Federal Insurance Options 

http://
www.rma.usda.gov/pubs/

2013/stateprofiles/
california12.pdf 
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http://www.rma.usda.gov 
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Adjusted Gross Revenue (AGR) 

•  Adjusted Gross Revenue (AGR) crop insurance provides 
producers with protection against low revenue from natural 
causes and market fluctuations. 
–  Uses your historical IRS tax form (Schedule F or equivalent forms) 

information and an annual farm report as a base; 
•  When completing an AGR application, you must submit a history 

calculation worksheet, including 5 years of allowable income and expense 
data from IRS tax returns (Schedule F or equivalent forms) plus an annual 
farm report for the insurance year listing expectations. 

–  Provides insurance for multiple agricultural commodities in one 
product; 

–  Establishes revenue as a common denominator for the production of all 
agricultural commodities. 
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Adjusted Gross Revenue (AGR) 

•  Insurance is provided against revenue loss due to any 
unavoidable natural occurrences during the current or previous 
insurance year or due to market fluctuations that cause a 
revenue loss during the current insurance year. 

•  You must buy or cancel your policy on or before January 31. 
•  All existing policies roll over each year if they are not 

canceled or changed. The insurance attaches each year on 
January 1. For new policies, insurance coverage will begin 10 
days after a properly completed application is received. 

•  You must make any and all changes to your insurance contract 
on or before August 31. 

•  Claims are settled after taxes are filed for the insurance year. 
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RMA AGR Fact Sheet 
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Fresno, Kern, Riverside, 
San Diego, San Joaquin, 
San Luis Obispo, Tulare 

and Ventura 

California County 
Availability 
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Thank You! 
 

Contact info: 

Jay Parsons 
jparsons@eRightRisk.com 

970-215-8043 
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