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(Crop insurance in Canada has been studied

and development since the 1920’s.)
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. ( Anumber of investigations and proposals for
crop—Iloss protection sprang during the droughts of
the 1930s)
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(Interest in crop-loss protection was further
heightened in 1938)




PFAA 12 (The Fail of PFAA)

O 19394, MEXRBFBUNFIGSEHESE — A RAEY IR AT
IR H--PFAA. (Prairie Farm Assistance Act--
PFAA)

O PFAAFLEKAZE (Shortage of PFAA)

[0 1.Payment under PFAA was not large enough to
compensate against all losses

[0 2.1t did not cover all the operating or living
expenses associated with a crop loss.

0 3.All farmers in an area received the same
payment regardless of individual yields or losses.




1959FEAEW) RS vE--Crop Insurance

Act(CIA)

et 2B T A E IR S

il g
REMEZRIFAZ— DL T TR,
B RSy E 42 o B 24 R ARk

?*l%mﬁﬂ% NI e e LB

B BURN I Z 5 258 RED RBS T X 1Y

ﬁﬁ/\E
Rl I H

(19604F) , #1975, MEXKI10M%

PETRE T Zzﬂd% 5 o




v BBFEERNIRFRSSEHEIR (A Brief

Introduction of Agricultural Insurance in Manitoba)

1.5 e FL A B 3 2 5 AR 9K 52 ( Causes of
Loss in Manitoba)

Disease (3%)

Other (3%)

Historical Causes of Loss Causes of Loss
1966/1967 to 2005/2006 2006/2007
Dought & Heat
O (35%) - o (Dgig/%;t & Heat
m Excess Moisture Excess Moisture
(36%) ; - (4%)
O Fro-st (11%) o Frost (1%)
O Hail (8%) O Hail (1%)
[ |
[ |
O

Others (7%)
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2. s RN RES A S5 11vs - (Manitoba

program Scale 2007)

[0 StR1E4p: 60=FFTE4 (Insured 60 Crop Types)

0 =73 t%&Ja: 1050015 (Insured 10500 Contracts)

O St&E;: ]BE—+FId (Insured 9.1 Million Acres)

L] — —IZA T LT 90% St (90% of all annual crop
acres)

=) — —ta &, 1A ETR35% S (35% of all hay and
pastyre acres)

[ RARWERPEERERE: 10.31T 0= RK5T (Total production
Insurance Liability-$1.3 billion)

L] IR ;. 75007 (7500 Claim)

L = RERIT75.4% (Average Coverage Level 75.4%)
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BH R ($million)

TN (Premium) 1 51
FlukN ( Interest) 8
122y (Indemnities) 70
FAERBE3E (Reinsurance) 24
W’ (Income) 65

4 (Ending Surplus) 224
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[0 PRODUCTION INSURANCE TOTAL PREMIUMS AND
INDEMNITIES ($MILLIONS)
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2002/2003 2003/2004 2004/2005 2005/2006 2006/2007

I:l Total Premiums - Indemnities




3 ANEWIRES 5 H# . (Shared
Funding)

M. T FRBUR R BUR = 7 5>

(Tripartite arrangement)

Producers Manitoba Canada

High risk 67% 13% 20%
Coverage

Comprehensive 40% 24% 36%
Coverage

Catostrophic -- 40% 60%

Loaaes
Administration —- 40% 60%0




4 RN 7] CBUSHLRD The

Insurance Business —Offices

Head Office located In Portage La
Prairie
--Approximately 60 staff

19 agency offices strategically located
throughout rural Manitoba

--Approximately 38 staff
Adjusting staff, mainly part time

--Approximately 150 staff-based out
of agencies




B R B LA BT HR 57 (Fundamentals)

Establish probable( i.e. expected) yield
Establish coverage (% of probable yield)
Establish expected losses( premium)
Determine actual production

Determine production loss (coverage —
actual production)

Apply an insured dollar value to convert
premium and loss from bushels into dollars




r==ill 7€ (Probable Yield)

Probable Yields are calculated for each crop
and risk area

--using 10 years of yield date

The risk area Probable Yield is then
adjusted to reflect soil type:

--each quarter section(160ac.) is rated from
AtoJ

--soll zone probable yields cannot change by
more than 5% per year.




HAR7K - (Coverage Levels)

Coverage levels of 50%, 70%, and 80% of
an individual’'s Probable Yield are offered

For example, a producer on C5 land, with
80% coverage and an IPI of 110, would
have red spring wheat coverage of:

38.9bu*110%*80%=34.2bu/acre

If harvested production (adjusted for
quality) falls below 34.2 bu/acre, a claim is
paid equal to the shortfall.
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21 52 (Premium Determination)

--Premiums are determined by crop and by

risk area

--The base
average of

--Additiona

oremium rate is a 25 year
0SS experience

load are added to reflect

changes to program benefits over time,
uncertainty, the overall financial self-
sustainability of the program, and net
premium discounts.
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1. e
[ Common forms & Documents
--Application —by March 31
--Crop management History—with Confirmation—Jan

--Confirmation of Insurance—Statement of Insurance
coverage for coming year-Jan

--Seeded Acreage Report—Crop date of seeding,
location & acreage—June 30

--Harvested Production Report—Declaration of
harvested yields & management practices—Nov 30.




2. TiH# 1l (Program Design)

O & fiEE XS (Moral hazard)
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O 8500 ik £ (Adverse Selection)
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(PrereqU|S|tes for a Sound Program)

P Do ROXURS S B B IR SRS SR U JEAl (A
sound crop Insurance program relate to the general
theory of risk management)

o g B AT R ANILSE IS KBS AR I ) SEUE 7y

(The need for solid empirical evidence relating to the
conceptual foundation of the program)

s I H A, BRI P I
S, 5 %Bﬁfﬁ'JE& JR R 2 4% (Administrative
aspects of the program covers a wide range of activities)




)

—
J

AN ARBE T H A LA KB R SEIE R & (Some

of the more significant empirical questions)

?ﬁ@‘)ﬁ%%ﬁﬁﬂ‘]ﬁﬁ%ﬁ (Nature of the distribution of the crop yield
ate

FOR N 5 = e DN 3% AR O] TE S 0 AT B B B AT RP 520 (To what
extent do technological and other trend yield factors distort the
assumption of normality?)

) 88 R e O iR R 347 H28 (How are soils and other
micro climatic factors to be categorized and classified)

VE = Al T N ER Bl i o L 01 22 (O e 24 ), B E£204?  (What
base perlod (5years?20years?)is appropriate as the basis for the
establishment of crop yields and associated premiums)

RIS HCHE A2 0 5 AE AR T 2 A — AT H BE RS SRR Qi fer i FH X 85
#5? (What types of biases are contained in the date? How can
they be handled in establishing a valid actuarial base for the
program?)
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Fi. 2884 (Lessons Learned from Experience)
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