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July 2002 FCIC - M3

U S. DEPARTMENT OF AGRI CULTURE
WASHI NGTON, D.C. 20250

Federal Crop Insurance Corporation Directive Nunber :
FCl C- ML3
SUBJECT: DATE:
July 2002
Dat a Acceptance System Handbook
ORI :
RY - 2003 Research & Devel opnent
APPROVED:

Acting Deputy Adm nistrator

SECTI ON 1 PURPOSE AND OBJECTI VE

1 PURPOSE
To provide instructions and information for reporting reinsured conmpany

data to the Ri sk Managenment Agency (Federal Crop Insurance Corporation)
hereinafter referred to as FCI C

2 OBJECTI VE

A Provide a neans of validating data to ensure that reinbursenents are
made based on accurate information.

B Mai ntain detailed i nformati on at FCl C

C Enhance the quality and availability of data at all |evels.
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3 ACRONYNS

The foll owing acronynms will be used throughout this handbook
AD Actuarial Division
ADM Actuarial Data Master
APH Actual Production History
AGR Adj ust ed Gross Revenue
ARS Accounting Reports System
CAT Cat ast rophi c
coB Cl ose of Business
DAS Dat a Acceptance System
DQS Data Quality Section
DSS Delivery System Services
eDAS Electronic Data Acceptance System
EFA Emer gency Fi nanci al Assi stance
EFT El ectroni ¢ Funds Transfer
FCIC Federal Crop Insurance Corporation (RMA)
FIPS Federal Information Processing Standards
FOSD Fiscal Operations & Systens Division
FSA Farm Servi ces Agency
I P I nsurance Provi der
I TS I neligible Tracking System
LFA Late Filed Acreage
LGV Li vestock Gross Margin
LRP Li vestock Ri sk Protection
LSR Late Sal es Reduction
MGA Managi ng General Agency
NCS Non- St andard Cl assification System
PHT Pol i cyhol der Tracki ng
RVA Ri sk Managenment Agency
RSD Rei nsurance Servi ces Division
RSO RVA Regi onal Ofice
SBI Substantial Beneficial Interest
SRA St andard Rei nsurance Agreenent
Ucm Underwriting Capacity Manager
XM Ext ensi bl e Mar kup Language

Page 2
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4 | SSUANCES/ REVI SI ONS

This handbook wll be issued annually, and reflect reporting
requirements for detailed reinsured contract data, applicable to each
Rei nsurance Year.

Revi sions to this handbook and to the Data Acceptance Systens nay
become necessary after the annual release to ensure that data
reported conplies with the SRA actuarial requirenents, federal |aw,
crop policy provisions, and procedural changes that could not be
antici pated when the annual update was rel eased. When possi bl e,
proposed revisions will be available for comment as of the earliest
possi bl e date.

The handbook is nmaintained electronically via the Ri sk Managenent
Agency’ s Home Page. The RVA Website address is:

http://ww.rma. usda. gov/ dat a

Cick on Data Acceptance System (M 13) Crop Handbook. There are
provi sions for approved and draft versions of the M13 for multiple
years, however either approved or draft versions may not be avail abl e
si mul t aneousl y.

The approved version contains the current M 13 that has been approved
by RVA. The draft version contains proposed changes RVA i s providing
for comrent. Draft versions will be waternmarked DRAFT and changes
wi Il be highlighted when possi ble. Conpanies are notified of changes
to the Draft version on the DAS Status Report and/or on the ‘Read ne’
page a List of Changes notifying users of the changes and respective
date on the web site. Changes in the Draft version may be nmade to
the Data Acceptance System prior to the issuance of the approved
ver si on.
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SECTI ON 2 RESPONSI BI LI TI ES
1 RESPONSI BI LI TIES OF FCI C

A RSD will be responsible for the followi ng: (1)review ng and anal yzi ng
Pl ans of Operations, (2) approving or denying Plans of Operations, (3)
approvi ng or denying anendnents to plan of Operations, (4) approving
nodi fications to the fund designations, Late Sales Reduction or Late
Filed Acreage administrative reductions, or (5 nodify the Fund
designation, Late Sales Reduction or Late Filed reduction setting in
the ISAMfiles as approved by Reinsured Services Division

B AD w Il be responsible for the foll ow ng:

1 Provide Conpanies updates to FCIC reporting guidelines
in Manual 13, DATA ACCEPTANCE SYSTEM ( DAS) HANDBOOK.

2 Performduties and validations of Conpany data as outlined in the
“Format/ Edits" portion (Exhibits 9 - 99) of the DAS Handbook

3 Determne data reporting requirements and standards.

4 Mintain and admini ster the databases and | SAMfiles used by the
Dat a Acceptance System

5 Prepare error reports containing itens which did not pass
all edits and validations specified by FCIC and provide to the
Rei nsured Comnpani es’ desi ghated MGA

6 Update/naintain reinsurance data in the Policy and Accounting
dat abases.

7 Provide technical assistance in error resolution as needed and
request ed by Conpani es.

C FOsD will be responsible for the foll ow ng:

1 GCenerate Reconciliation Reports.

2 Cenerate Accounting Reports.

3 Process Prem um Due Wt hout Paynment Worksheet and Prem um Due
Wor ksheet data upon receipt of the certified report/worksheet if
recei ved by the due date for nmonthly reporting.

4 Cenerate a revised Monthly Operations Report after entries made
on the current worksheet by the Conpani es have been updated
in ARS. Conplete the monthly processing cycle.

5 Generate and remt paynments due to the Conpany, if applicable,
based on data validated in the DAS after it has been reconcil ed,
but no later than the first banking day after the 14th cal endar
day following FCIC s receipt of both the detailed reinsurance
contract data file, and the certified (signed) hard copy
Mont hl y/ Annual Operation Report. FCIC will pay the net ampbunt due
fromFCIC to the Conpany as reflected in the FCI C generated report,
reduced or increased) where appropriate for any differences between
the reports submitted and the data vali dated.

a Additionally, FCIC will net together for paynent
purposes multiple Reinsurance Year reports.

b FCCwll nake paynents to Conpani es via El ectronic Funds
Transfer (EFT) through the U S. Treasury.
c FACwWII pay interest in accordance with the interest

provi sions of the Contract Disputes Act (41 U S.C. 601 et
seq.) on any paynent which is not sent to the Conpany by
the dates provided by the SRA

6 Rei mbursenent of Losses
a For any Conpany that elects to use escrow funding: FCIC will

fund the escrow account within three (3) business days after the
| oss transactions are accepted in FCIC S Escrow System
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Ohn a nonthly basis the escrow funded anmount, as of the
transaction cutoff date for the first full week of the nonth will
be reconciled with the escrow | oss data accepted on the nonthly
or annual report. Any escrow requests which have not been funded
as of the transaction cutoff date for the first full week of the
month will not be included in that nmonth's report. Any
difference in the escrow funded anpbunt and the | osses vali dated
by FCIC will be refunded monthly by the Conpany to FCl C

Any Conmpany who elects not to utilize Escrow Funding will be
rei mbursed on the Monthly/Annual Operations Report for paid
| osses which have been validated and accepted in the DAS as of
the nonthly transacti on cutoff date.

1 Any loss will be considered paid by the Conpany, when the
i nstrument or document issued as paynent has cleared the
Conpany' s bank account.

7 Administrative Expense Rei mbur senent

a The Corporation will pay the Conpany an expense rei nbursenent as

specified in the SRA on the net book premumfor all eligible
crop contracts based on acreage data submtted and accepted by
the transaction cutoff date.

1 Paynent will be nmade no later than the first banking day
following the fourteenth (14th) calendar day after the
receipt of both the certified (signed) Monthly/Annua
Operations Report and the detailed reinsured contract data
file.

2 Al amounts paid in expense reinbursements are subject to
correction at any time and by the Mnthly/Annual Qperations
Report follow ng detection of the error

a Reduction in Administrative Expense - Late Filed
Acr eage

For AGR (0063), the expense reinbursenent wll be
reduced on AGR contracts in cases that the Annual Farm
Report is accepted in the DAS after the transaction
cutoff date for the twelfth (12th) full week after the
week whi ch includes the sales closing date as specified
in the Actuarial Data Master (ADM file for the crop,
county and plan code. The expense rei nmbursenent for
eligible AGR insurance contracts will be reduced by the
per cent age shown on the LFA reduction chart.

Due to nultiple planting periods, Fresh Market Tonatoes
(0086) and Peppers (0083) in Florida will be considered
Spring Seed cycle code and use the |atest acreage
reporting date for late filed acreage deterni nations.
The expense reduction will be reduced when the acreage
records reported to DAS are accepted after the
transaction cutoff date for the twelfth (12'") full week
after the week which includes the |atest acreage
reporting date.
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For Nursery (0073) and Florida Fruit Trees (0207 through
0214), the expense reinbursenent will be reduced when
the acreage/inventory records reported to DAS are
accepted after the transaction cutoff date for the
twel fth (12th) full week after the week that includes
either (1) the signature date for new policies fromthe
correspondi ng accepted Type 14 record for the crop and
county or (2) the sales closing date for carryover
polici es. See Nursery and Florida Fruit Tree A&O
Reducti on/ Fund Desi gnation Cutoff Tabl e bel ow.

For all other crops, the expense reinbursement will be
reduced on contracts in cases that the acreage record is
accepted in the DAS after the transaction cutoff date
for the twelfth (12th) full week after the week which
includes the latest acreage reporting deadline as
specified in the Actuarial Data Master File (ADM for
the crop, county and plan code wthin the sane
Fall/ Spring seed cycle designation. The DAS will
conpare the processing date of accepted acreage
reporting date to the final acreage reporting data shown
on the ADM for each crop within a policy except for
Nursery (0073)and Florida Fruit Trees (0207 through
0214). See Nursery and Florida Fruit Tree A&O
Reduct i on/ Fund Designation Table below. If a policy has
multiple crops in a county, the | atest acreage reporting
date will be used to determine the weeks late for al
crops established with a 14 record in the county. This
only applies to the crops with the same Fall/Spring seed
cycl e designation. Crops with the latest acreage
reporting date for the crop, county and plan code
t hrough January of the reinsurance year are considered
Fall. Crops with all other acreage reporting dates wll
be considered Spring. |If the acreage is not accepted by
the 12th week after the acreage reporting deadline, the
expense reinbursenent for eligible crop insurance
contracts will be reduced by the percentages shown on
the LFA reduction chart. Refer to Exhibit 11-8 for
written agreenent LFA deternination

LFA Reducti on Chart

Weeks After Acreage Reducti on
Report Due Per cent
13th through 15th 1.5%
16th through 17th 3. 0%
18th or nore 4. 5%

An exanmpl e of the FCIC Adninistrative Reduction
Wor ksheet for late filed acreage is provided in
Exhi bit 5.
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b Reduction in Adm nistrative Expense - Late Sal es
Reduction. See Additional Information in Exh 14-2.

An expense reinbursenent reduction of 1% will be nade
for all crops where the Conmpany fails to tinmely submt
accurate information or whenever the elected |evel of
coverage, price indicator or price election is revised
after the transaction cut-off date for the week
containing the 30th day after the sales closing date.
The expense rei nbursement will be reduced by 2%if the
required information is accepted or revised after the
transaction cut-off date for the week containing the
60th day after the sales closing date. Thereafter, a
total reduction of 3%w Il apply.

For witten agreenments, the late sales reduction will be
applied using the witten agreenent date in lieu of the
sales closing date if the witten agreenent date is
later or if the sales closing date does not exist for
Location State/County or Rate State/ County. See Exhibit
11-8.

For New Nursery and New Florida Fruit Tree policies, the

|ate sales reduction will be applied using the signature
date of the application.
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NURSERY AND FLORDI A FRU T TREE A&O REDUCTI OV FUND DESI GNATI ON CUTOFF TABLE

| Nursery | Florida Fruit Tree
PCLI CY DATES
Sal es Closing Date
New policy May 31 of CY Nov 20 of CY

Insured may purchase between
Sept 30 of CY-1 to May 31 of CY

Carryover policy Sep 30, CY-1 Nov 20, CY - 1
Cancel | ati on/ Term nation | Sep30,CY -1 Nov 20, CY - 1
Contract Change June 30, CY - 1 Aug31,CY -1
Acreage Report Dates — Inventory reports are due by the following acreage report dates:
New policy Application signature date Application signature date
Carryover policy Sep 30, CY - 1 Nov 20, CY - 1
SRA FUND DESIGNATION DATES
Assi gned Ri sk Fund Policies nust be accepted within 30 days of:
New policy The later of Sept 30, CY — 1 or 30 | The later of Nov 20, CY - 1 or 30
days from application signature days from application signature
date. Signature date cannot be date. Signature date cannot be
later than May 31of CY later than Nov 20 of CY
Carryover policy Sept 30, CY - 1 Nov 20, CY - 1
Devel opnental Fund Pol i ci es nust be accepted within 30 days of:
New policy The later of Sept 30, CY - 1 or 30 | The later of Nov 20, CY - 1 or 30
days from application signature days from application signature
date. Signature date cannot be date. Signature date cannot be
later than May 31 of CY later than Nov 20 of CY
Carryover policy June 30, CY - 1: However, SRA | Aug31,CY -1

provides that dates prior to
beginning of reinsurance year will
have until the transaction cutoff
date for the week containing
August 1%,

A&O REDUCTION DATES

Late-Sales Reduction (LSR) — 14 records must be accepted within 30 days of:

New policy The later of Sept 30, CY - 1 or 30 | The later of Nov 20, CY - 1 or 30
days after application signature days after application signature
date. Signature date cannot be date. Signature date cannot be
later than May 31 of CY. later than Nov 20 of CY.

Carryover policy Sept 30, CY -1 Nov 20,CY -1

Late-Filed Acreage (LFA) — Inventory reports must be accepted within 12 weeks of:

New policy Later of Sept 30, CY — 1 or Later of Nov 20, CY — 1 or
Application signature date. Application signature date.
Signature date cannot be later Signature date cannot be later
than May 31 of CY. than Nov 20 of CY.

Carryover policy Sep 30,CY -1 Nov 20,CY - 1

Note: Policies will be accepted by DAS after the cutoffs for LSR and LFA; however, a reduction of administrative
and operating expense reimbursement will apply in accordance with the SRA.

Nursery only Note: Policies purchased after May 31 of the current crop year do not become effective until October 1 of
the following crop year.
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The Rei nbursenment for Loss Adjustment Expense is calculated on CAT
only policies in accordance with the SRA, and will be included on
t he Mont hly/ Annual Operations Reports, when applicable. The CAT Loss
Adj ust nent Expense rei nbursenent is equal to 8% of the net book
premiumfor all eligible CAT crop insurance poli cies.

If Section V.1.5 of the SRA is invoked, the Company will pay FC C an
amount stated in the SRA based on the net book premum on the
Conpany's book of business. This amount nust be paid by the |ast
busi ness day of the nonth for the Mnthly/Annual QOperations Report
cutoff followi ng notification of the anpunt due.

Devi ati ons From Stated Reporting Requirenents

a The Deputy Administrator for Research and Devel opnent, Director
of Actuarial Division, Director of Fiscal Operations and Systens
Division and Director of Reinsured Services Division are
del egated authority by the Manager to deviate from stated
reporting requirements when necessary to ensure accurate and

timely data processing. Deviations from stated reporting
requirenments wll occur only in cases of material nopnetary
di screpanci es created by the processing of inaccurate or untinely
dat a.
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2 RESPONSI BI LI TIES OF COVPANIES OPERATING UNDER THE STANDARD
REI NSURANCE AGREEMENT ( SRA)

The following are responsibilities of Companies to ensure correct and
accurate subnission of data to FOC. The general information that applies
to the DAS and ARS is outlined bel ow

A Submt Plans of Operation (including Conpany codes)to the Reinsurance
Services Division for review and approval.

B Submit accurate detailed reinsured contract data to FCIC in the
prescribed format. The transaction cutoff date for weekly subm ssion
of data is the last day of each week (Saturday), and data mnust be
successfully and conpletely received by FCIC no later than 6:00 PM
Saturday. FCIC will process all data that were submitted through the
cutoff date. The transaction cutoff date for nonthly reporting is 6:00
PM Saturday of the first full week of the nonth. For exanple, for the
mont h of Novenber 2002, the transaction cutoff date would be Novenber
9, 2002 with the data being successfully received by FCIC by 6:00 PM on
Novenber 9, 2002. Data revisions nust be subnmitted no less than
monthly, for a period of one year following annual settlenent.
Thereafter, Electronic Data Processing (EDP) revisions need only be
submitted in any nonth where data changes as a result of court action;
conpliance, audit or investigative related findings by the Governnment
or the Conpany up to three years after first annual settlenent.

C Review error reports and correct errors generated fromthe DAS edit and
val idation process. Rejected itens identified, reconciled or corrected
after the cutoff date because of the nonthly reporting and validation
process are to be resubmitted for revalidation in the next reporting
cycl e.

D Submit a DAS Error Report to D@ for guidance in correcting data
rejected in the DAS and present on the DAS Error Listing, as necessary.

E Review reconciliation reports to resolve differences and resubnit data
corrections imedi ately after receipt.

F Submit electronic loss data for the purpose of funding the escrow

account . Monitor the escrow account bal ance and maintain sufficient
collateral coverage to ensure tinmely funding of all |oss data. | f
there is a shortfall of funds in the escrow account, it is the

conpany’s responsibility to deposit funds to cover any shortages.

G Submit certified hard copy, Monthly/Annual Operations Reports (recap
and wor ksheets) by Reinsurance Year, for the purpose of making nonthly
settlenents with FCIC regarding reinbursenent of administrative
expenses, losses, if applicable, and paynent to FCIC of premuns
col | ected. Mont hly Operations Reports are required to be submtted
t hrough annual settlement time. Annual Settlenment Operations Reports
must continue to be subnmitted for any nonth that revised data are
subm tted. Court action, conpliance, audit or investigative related
findings by the Governnent or the Conpany after the February accounting
cut-off following 5 years fromthe beginning of the reinsurance year
must be reported to FCIC and will be processed nanually. Operations
Reports must be received by FCIC by the | ast banking day of each nonth
corresponding to the transaction cutoff date.

1 The sunmmary page of the operations report mnmust be certified by an
aut horized officer, or by an authorized enpl oyee and contain the
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signature, title, and date signed. Woever signs the operations
reports should be one of the parties authorized to sign the SRA in
the Plan of Operations. Approval for anyone else to sign the
operations reports nust be submitted in a letter to FCIC which is
signed by an official who is authorized to sign the SRA

Reports provided by the Conpany nust contain cunulative, sumarized
rei nsured contract data according to the requirements and formats
provided in the exhibits and text in this Handbook. The reports
subm tted nust include all the required information in addition to
other information which may be requested by FCIC fromtinme to tine.

a For nonthly operations reports, when needed, conpleted ‘Prem um
Due’ and ‘Premium Due w thout Paynent’ worksheets are to be
submitted along with the summary page

b For annual operations reports, when needed, the conpleted
“Prem um Due wi thout Paynent’ worksheet is to be submtted al ong
with the summary page.

If FCC agrees to nmake paynents based on operations reports received
nore frequently than nonthly, the transaction cutoff date wll
remai n consistent with the transaction cutoff date for weekly data
reporting.

If uncollected, the producer premum for each billing date is due
from the Conpany at the end of the nonth of the billing date.
Uncol | ected premiuns for each billing date must be reported by the
Conpany by the transaction cutoff date for the Monthly Operations
Report following the nonth of the billing date. Interest will be
charged on all uncollected prem unms not paid to FCI C by the Conpany
paynment date fromthe first of the nmonth following the billing date
at the rate of 15% per annum The Conpany nust enter data into the
appropriate colums on the Prem um Due Worksheet to indicate their
i ntent whether to pay uncollected premuns and return a signed copy
of the report/worksheet along with the report, to be received by
FCIC by the |ast business day of the nonth corresponding to the
transaction cutoff date. (See Exhibit 6)

VWhen producer prenmiunms are collected by the Conpany before the
billing date, any premiumcollected during a cal endar nonth nust be
reported on the Monthly Operations Report submitted during the next
cal endar nonth and paynent rmade by the Conpany Paynent Date. [|f not
previously paid on behalf of the insured all premunms not collected
must be paid to FCIC at annual settlenent whether or not they are
col l ected frominsured.

Escrow funding and reported loss data will be reconciled on each
Mont hly and Annual QOperations Report.

Al paynents due FCIC will be netted on the Mnthly and Annual
Operations Reports with anmpbunts due the Conpany from FCIC Al
paynments, including those due FCIC as a result of the netting
affect, nust be deposited by the Conpany Paynent Date directly into
FCIC s account in the U 'S. Treasury by Electronic Funds Transfer
(EFT). FACWII remt paynments to the Conpany by EFT.

Any aggregate underwiting |loss of the Conpany will be paid to FCIC
by the Conpany with each Monthly Operations Report as cal cul ated by
the Reinsurance Run Report generated by FOC. Any underwiting gain
due the conmpany will not be paid until annual settlenent.
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The Conpany nust enter data into the appropriate colums on the Prem um
Due Wt hout Paynents Wrksheet to indicate any increase in pren um and
return a signed copy of the report/worksheet along with the Mnthly
Operations Report, which nust be received by FCIC by the I ast business
day of the nonth corresponding to the transaction cutoff date. (See
Exhibit 7)

1 The insured's premiumdue is calculated by subtracting the paids and
| oss-credits fromthe producer prenium anbunt for each policy and
billing date. The total due is then sunmarized by billing date
The paid amount is always deducted from the prem um amount before
deducting loss-credits. The proration of paids and | oss-credits is
best denobnstrated with the foll ow ng exanpl es:

a Producer Prem um Due = $100
Pai d = 50
Loss-Credit = 50
Bal ance Due = 0

The paid amount of $50 is applied to the prem umdue of $100,
| eaving a bal ance of $50 premium due. The loss-credit is
then applied to the prem um due bal ance | eaving a bal ance of
$0 prem um due.

b Pr oducer Preni um Due = $100
Pai d = 50
Loss-Credit = 25
Bal ance Due = 25

The ARS will apply the $50 paid to the prem umdue, |eaving a
bal ance of $50 prem um due. The loss-credit can then be
applied to the prenmium due | eaving a prenium due bal ance of
$25, which would be added to the total prem um due for the

billing date.

c Pr oducer Preni um Due = $100
Pai d = 0
Loss-Credit = 75
Bal ance Due = 25

Apply $0 paid to the prem um due of $100, giving a prem um
due bal ance of $100. Loss-Credit of $75 can then be applied
to the premium due leaving a balance of $25 prem um due.
Al't hough the paid ambunt was $0, it nust be applied to the
prem um due before applying the loss-credit.
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d Pr oducer Preni um Due = $100
Pai d = 100
Loss-Credit = 0
Bal ance Due = 0

Apply $100 paid to the prem umdue of $100, which would | eave

a premium due balance of $0. The loss-credit of $0 is
applied to the $0 prem um due, |eaving a balance in prem um
due of $0.

e Producer Prenium Due = $100
Pai d = 100
Loss-Credit = 75
Bal ance Due = 0

Apply $100 paid to $100 premi um due, |eaving a bal ance of $0
in the premumdue. The |loss-credit of $75 cannot be applied
to the premum due balance of $0, and is considered an
over paynment on the loss-credit which would be displayed on
anot her ARS report.

f Preni um Due Pai d Loss-Credit
$50 $50
Crop Code 011 $50
Crop Code 091 $50
Bal ance Due = 0

VWhen there are nultiple crops with prenmium due from a
producer, the paid anount is applied to the prem um due on
crop code basis until the paid anount is exhausted. |If there
is any prem umrenaining due after applying the paid amount,
the loss-credit can be applied to the prem um due on the
remai ni ng crops.

g Prem um Due Pai d Loss-Credit
$50 $50
Crop Code 011 $75
Crop Code 091 $50
Bal ance Due = $25

Apply $50 paid to the prem umdue of $75, |eaving a renaining
prem um due of $25 on Crop Code 011. Loss-credit of $50 can
be applied to the $25 remai ni ng prenm um due on Crop Code 011
Then the remaining $25 loss-credit can be applied to $50
prem um due on Crop Code 091. This | eaves a prem um due
bal ance of $25 on Crop Code 091, but all crops are summari zed
on the Prem um Due Wrksheet by billing date, as the crop
detail is not shown on the Wirksheet. The system prorates
the paids and | oss-credits al so by successive billing dates.

The new amount due FCIC as reflected in the Mnthly or Annual
Operations Report, must be paid by EFT by the |ast business day of
each nmonth corresponding to the transaction cutoff date for that
nonth. Wien paynent is submtted to FCl C based on a report generated
by the Conpany's reporting agent before validation of the supporting
data is rejected, the Conpany nust remt the difference by EFT within
seven (7) cal endar days of the date the Conmpany was notified of the
di screpanci es. Payments to and from Reinsured Conpanies will be
based on FCl C-generated Operations Reports.
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Al paynments due to FCIC nust be deposited directly into the
Corporation's account in the US. Treasury by EFT. An instruction
guide for funds transfer deposit messages to the Treasury is provided
in Exhibit 7. I nformation, such as agency codes, and beneficiary
codes will be provided under separate cover

Annual Operations Reports

1 A hard copy settlenment report, called the Annual Operations
Report (recap and worksheets), nust be received by FC C by
the last banking day of February following the end of the
rei nsurance year. The report should follow the format as
provided in Exhibit 1, page 3 of this Handbook. All
reinsurance transactions for the year nust be summarized and
reported on the Annual Operations Report.

2 Corresponding data file transmissions for the Annual
Qperations Report nust be successfully received in its
entirety by FCOC no later than 6: 00 PM Saturday of the first
full week of February followi ng the end of the Reinsurance
Year . The ampunt due either FCIC or the Conpany wll be
cal cul ated based on the DAS validation of the data, will be
based on the FCIC-generated Operations Report, and wll
follow the nmonthly reporting process.

3 If a claimunder any reinsured crop insurance contract has
not been conpletely settled, a settlenment for the reinsurance
year will be calculated on the basis of data avail able at the
time of Annual Settlenent. However, Conpanies should submnit
nonthly updates of this unsettled business along with the
submi ssion of any other reinsurance-year data until the
clainms under all crop insurance contracts for the reinsurance
year are finally settled.

4 The gain or loss of the Conpany is calculated in the nonthly
Rei nsurance Run Report generated by FCIC. Any underwriting
gai n excluding reserves will be paid by the FCl C Payment Date
at Annual Settlenment. Underwriting loss will be cal cul ated
on the Monthly Operations Report. |If the underwriting |oss
netted with other amunts due results in a net amount due
FC C, paynment nust be received by EFT by the Conpany Paynent
Dat e.
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SECTI ON 3 SYSTEM OVERVI EW

The FCIC Data Acceptance System (DAS) and Accounting Reports System
(ARS) are two integrated data processing systems. DAS receives and
validates transnmitted data. Data validated by DAS is | oaded to RVA
dat abases. The ARS generates all accounting reports containing
rei nsured conpany data. Together they provide FCIC with a nechani sm
to ensure that data received is accurate, that errors are corrected
timely, that information contained on Mnthly Operations Reports
certified by the Conpanies are accurate for the data validated, and
appropriate accounting entries are mde in FCCs Financia
Accounting Systens. An overview of these two systens follows. See
Exhibit 98 for a chart displaying the flow of data from Conpanies to
FCl C.

The DAS consists of a COBOL program operating as a batch process in a
UNI X environnent. Data supplied to FCIC for a Reinsured Conpany is
processed through the DAS. The data is checked for proper
rei nsurance year format. Al transmitted data that is accepted will
repl ace previously accepted data on a policy |evel. Policy and
acreage data is checked to see if it is being originally submtted,
which facilitates tracki ng applicable weeks |ate.

Al'l transactions are validated for data accuracy and conpliance with
processing requirements. To the greatest extent possible, the DAS
perforns all required edits on each transaction before rejecting a
transaction. Upon conpletion of wediting, an error report is
gener at ed. A Summary report which sunmarize the acceptance,
rejection and suspension by record type and liability, prem um and
i ndemmity amounts fromthe transaction. Records which were found in
error are systemgenerated output that will be sent to a Conpany
after each edit run.

The edit perforns sinple field validations, including checks for
nuneri c/ al phanuneric, validity of codes, and conpl et eness of expected
dat a. Records that pass all these &edits are wedited for
reconputation tests, inter-field conpari sons, inter-record
conpari sons, ADM and other cross reference file | ook-ups. Al data
passing the edit is considered accepted and | oaded to an Inform x
data base. P/ CR Menp posting requirenments are al so deternined

The accepted transactions fromthe DAS are used to update various ARS

data bases. The Policy and Accounting data bases are maintained on a
detail and sunmary basis that reflect the year-to-date information
t hat has been accepted by DAS

Data validated and accepted by the DAS is also used to update
Statistical Data Bases naintained by Research and Devel opnent. These
data bases are used in rating analysis, underwiting activities
statistical analysis, and nanagenent reporting.
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Ful | Book of Business (Type 70/71 Records)

As part of the DAS/ ARS operations, the Conpanies will be required to
subnmit a full book of business data file no | ess than seni-annually.
A "full book" must consist of at |east one Type 70 Record for al
policies and one Type 71 (trailer information) Record for a specific
rei nsurance year. This requirenent provides a neans to isolate
di fferences between data residing on the DAS/ ARS and the Conpany’s
systens. The full book data will be used to |load the Reconciliation
Dat abase, to generate reconciliation reports, and to determ ne the
‘Reduction Due to Reconciliation Report Differences’ anount on the

Operations Report.

Wiile FCIC will keep requests for a full book of business to a
m ni mum the Conpanies nust be able to subnmit their full book of
busi ness upon request by FCIC. A full book of business is required
to be submitted twice annually during the first week after the
February and August nonthly transaction cutoffs. The full book of
busi ness must be subnitted via the | P SERVER

As a means of assisting the Conpanies in reconciling their systens
with DAS, FCIC provides to the Conpanies a nmini full book file of
busi ness weekly.

Support Functi ons

The DQS provides operational support for the DAS. The DQS is
responsible for establishing reporting requirenents, validation
edits, validation files and assisting conpanies in researching and
resolving errors in data reporting. Al'l questions regardi ng data
di stribution, reporting, and validation should be addressed to the
conpany’s DQS representative. The DQS Chief can be contacted at
(816) 926-3940. (Questions addressing the ARS/ITS may be addressed to
the Fiscal Systens Branch Chief at (816) 823-3083. Staff will be
avail abl e between the hours of 8:00 AM and 4:30 P.M Central tine,
Monday through Friday.

For after hour and weekend processing questions, call (816) 926-3275,
until 10:00 p.m week nights and 6:00 p.m Saturdays.
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SECTION 4 DATA SUBM SSI ON REQUI REMENTS

Mont hly subm ssion of data is mandatory through annual settlement if any activity
occurred during the nonth. Al data submitted will be processed through the DAS
as soon as possible. Cccasionally, the systemw |l be unavail able during nornal
operation hours due to schedul ed or energency maintenance. Conpanies wll be
notified as soon as possible in these cases. Transmi ssion files between 2 and
500,000 records will be automatically processed except between 11:00pm Monday to
6: 00am Tuesday, 2:00amto 6: 00am Wednesday t hrough Saturday and 5:55pm Sat ur day
to 6: 00am Monday.

Conpani es must contact RVA prior to submitting transm ssion files over 500, 000
records. RMA will process these files when they can be nanually processed. This
is required for validation purposes and to allow tinme for correction and
resubm ssion of rejected transactions to FCIC before the nonthly cutoff date for
processi ng.

Upon successfully passing all edits, the accepted data is included in the Munthly
Operation Reports generated by the ARS. Failure to pass all reporting and edit
requirenents in this manual may result in that data not being accepted for
paynment on the Monthly Qperations or Annual Qperations Reports. The transactions
cutoff date for weekly data reporting is 6:00 PMcentral time Saturday of each
week. Data nust be electronically transmtted successfully and conpletely
received by the transaction cutoff date to be included in that week's
transactions. Any transm ssion received after 6:00 PM as indicated by the
el ectronic transm ssion directory cannot be assured successful processing or
inclusion in that nmonth's accounting reports. Mnthly Cperation Reports will be
prepared based on data received and accepted by the transaction cutoff date of
the first full week of the nonth.

Data nust be submitted on a Reinsurance Year basis. The 2003 Rei nsurance Year
data woul d include the followi ng crop year data: 2004 Avocados, 2002 Rai sins,
2004 Citrus (Arizona, California, Florida, Texas), 2003 for Texas Citrus Trees
and all other crops. Al data relating to each respective Rei nsurance Year mnust
be included in the sane submi ssion, with separate submnissions required for each
rei nsurance year.

The ampunt of prem um submitted by the Reinsured Conpany shoul d not exceed the
maxi mum premium i nmitation established by Reinsurance Services. Wth each DAS
edit, Reinsured Conpanies will receive the Year To Date accepted totals report on
the .sumreport. This report notifies the Conpany of the summary statistics,
i ncl udi ng prem um accepted as of the stated date on the report. A report on
maxi mum limtations and each Conpani es' percentage of maximumw || be revi ewed by
RSD. Wen the percentage has reached 100% of maxi mum RSD wil| determ ne whet her
subsequent edits will be suspended. Accounting reports will be generated based
on data received prior to any suspension
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SECTI ON 5 TELECOVMUNI CATI ONS

Tel econtruni cati on Processing

El ectronic transnmission is mandatory for subm ssion of data and
di ssem nation of reports. Electronic transm ssion provides faster
processing turnaround, and nore automated processing of data
submi ssions and report handling. This method of processing allows
FCIC to direct its resources to error resolution and Conpany
processi ng support functions.

The Federal Crop Insurance Corporation’s (FCIC) Insurance Provider
(IP) Server is a system designed to provide telecomunications
services for all reinsured conpanies and associ ated organi zations
which report to FCIC In addition to this, the IP Server also
supports connections to FCIC s SUN system

Each reporting organization is responsible for obt ai ni ng
t el econmuni cations services from any common carrier of their
choosi ng. The Reporting Organization Server supports dial-up

connections using the followi ng asynchronous speeds:

ITUT V.34 at 33,600 bps or 28,800 bps

V. FC at 28,800 bps

V.32 terbo at 19,200 bps

ITUT V.32 bis at 14,400 bps, HST at 16, 800 bps
V.32 at 9,600 bps

O OO OO

Modens shoul d be configured with no parity, 8 data bits, 1 stop bit,
and full duplex. A reporting organization may choose any
comuni cati ons software package they desire, however, it nust support
the follow ng options:

C VT- 100, VT-220, or XTERM term nal emul ation
C Z-nodemor Kernit file transfer protoco

The I P Server can be reached at 1-800-557-2372. This is a toll-free
call available fromanywhere in the continental United States. It
currently operates ten (10) phone lines on a multiple access rotary.
Any reporting organization who chooses may establish a dedicated
access to the IP Server via direct connection. Those conpani es who
wi sh to have dedicated access would be required to provide the
conpati bl e equi pnent (nmodem or digital connection and circuit) at
FCICin addition to any equipnent required at their site. Reporting
organi zati ons considering a dedicated connection to the |IP Server
shoul d contact the System Adnministration Section before making any
pur chases.
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Al'l electronic transm ssions nmust be conpleted by 6:00 PM Sat urday
(Central Tine) to ensure the transmission will be included in that
week's transactions. Any electronic transm ssions not successfully
conmpleted by 6:00 PM will not be accepted for the current week's
transacti ons.

Except for the naintenance periods between 11: 00pm Monday to 6: 00am
Tuesday, 2:00am to 6:00am Wednesday through Saturday and 5:55pm
Saturday to 6: 00am Monday. The Conpany nmay initiate the transm ssion
at the Conpany's discretion. This could include nmultiple daily
submi ssi ons.

FOCwll retain the option to stop automatic edit processing, at its
discretion. Conpanies will still be allowed to continue transmtting
data, although it is not imediately processed through the DAS. A
tenporary stop in automatic edit processing should only occur in case
of a DAS processing problem maintenance, or when the timng of edit
revisions nust coincide with a particular point in tine of the
subni ssi on cycl e. In the event that autonatic edit processing is
stopped, the Conpanies will be notified when processing has resuned.
Al'l subm ssions sent during this period will be processed separately
in the order they are received.

Al'l accounting reports must be downl oaded by the Conpanies via
t el ecomuni cations processing. These reports will be nade avail abl e
on a nonthly basis. Conpanies nmay query the tel ecommunications
facility any time to see if the accounting reports are ready to be
downl oaded.

For nore information regarding tel ecommunication access for DAS
processi ng, please contact the System Admi nistration Section at (816)
926- 3275.

Report Handl i ng

All reports, error listings and operations reports wll be nade
avai l able to the Conpany for downl oading via the |IP Server
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SECTI ON 6 PROCESSI NG CONSI DERATI ONS

1. FCC maintains a Policy Database which contains the current net
cumul ative effect of all transactions for a contract. Al
transmitted records accepted for a policy fully replaces al
previ ously accepted data.

2. The Record Type fields: RMA Internal use only, Filler and
Reserved, will be initialized by RMA. Conpany transmtted data will
be replaced with appropriate default value and nay be overlaid with
RVA | nternal val ues.

Acceptabl e record types and specific handling considerations are as
fol | ows:

1 Type 9 - Fund Designation Record

The Type 9 record is required to establish the policy into either
t he Assigned Risk or Devel opnental Fund. It may al so be used for
Conmer ci al Fund designations (if a policy was established into
the Assigned Ri sk or the Devel opnental Fund, the policy can be
timely transferred to the Commercial fund by submitting a type 9
record). Type 9 records are submitted for the crop policy on
| ocation state and | ocation county basis. Once a record has been
accepted it does not need to be resubmtted. RMA nay accept fund
desi gnations records after the ADM Records have been rel eased for
the crop. Refer to Fund Designation Guidelines in Exhibit 9-1.

Desi gnation to Assigned Ri sk Fund:

A Company nust designate eligible crop insurance contracts to the
Assigned Risk Fund not later than the transaction cutoff date for
the week including the 30th cal endar day after the sal es cl osing
date for the eligible crop insurance contract unless:

i RVA determ nes that conditions exist that would permt the
policyholder to plant crops that are alternatives to the
crops listed on the application for insurance, after the
sales closing date. The Conpany nmay designate such
alternative or transferred crop insurance contracts to the
Assigned Risk Fund not later than the transaction cutoff
date for the week containing the 30th cal endar day after
the acreage reporting date for the alternative crop
Compani es must request to Insurance Services Division to
approve the alternative fund designation.

ii. FCIC issues a witten agreenent for additional coverage
contracts of insurance 1.) after the sales closing date or
2.) A sales closing date does not exist for the crops
Location State/ County or Rate State/County. Conpanies nay
designate such eligible crop insurance contracts to the
Assigned Risk Fund not later than the transaction cutoff
date for the week containing the 30th cal endar day after
the FCOOC Witten Agreenent print date or insured acceptance
date, if applicable. Dates will be edited to the RVA
Regi onal O fice database. See Exhibit 11-8. Conpani es
nust subnit the witten agreenent information including the
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dat e.
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iii. For new Nursery and Florida Fruit Tree policies, see
Nursery and Florida Fruit Tree A& Reducti on/ Fund
Desi gnati on Cutoff Table.

Desi gnhati on to Devel oprmental Fund:

i For carryover crop insurance contracts insured with the
sane | P/ Conpany the previous year that have contract change
dates occurring on or after July 1, not later than the
transaction cutoff date for the week containing the 30th
cal endar day after the earliest contract change date for
the crop and plan code submtted.

ii. For carryover crop insurance contracts insured with the
Conpany the previous year that have contract change dates
occurring before July 1 for crop and plan code, not |ater
than the transaction cutoff date for the week containing
August 1 of the reinsurance year; and

iii. For new crop insurance contracts, not later than the
transaction cutoff date for the week containing the 30th
day after the sales closing date for the eligible crop
i nsurance contract (including plan code, type and or
practice)

iv. For new Nursery and Florida Fruit Tree policies, see

Nursery and Florida Fruit Tree A& Reducti on/ Fund
Desi gnhati on Cutoff Table.
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Mul ti County Application Procedure:

If a reinsured conpany uses a ‘Al or Milti-county’ block on
applications and/or contract change forms, they may tinely
indicate the primary(designated) county by entering the
appropriate field value in the nulti-county flag field for the
| ocation state, policy nunber, crop year and crop code.
Subsequent counties established under the “All or Milti-county’
procedure and transmitted to RVA after the fund designation
deadl i nes, may be placed in the sanme fund as the
pri mary(desi gnated) county. Subsequent counties are indicated by
placing the appropriate value in the nulti-county flag field.
Conpanies nust also identify the primary(designated) county
policy key (location state/county, conpany nunber, policy nunber,
crop year, crop code and type code) in the multi-county reference
policy key fields.

2 Type 10 - Policy Record

Type 10 records are used to establish a policy and provide
information regarding the policyholder and entities with a

signi ficant business interest. A Type 10 record requires at
| east one Type 9 record or one Type 14 record to be submtted
with it.

The DAS requires a Type 10 record with a record nunber of "001."
This is considered the primary insured, and establishes the
contract within the system |If a Type 10 with a record nunber of
"001" is not submtted, then all records for the contract will be

rej ect ed. DAS will allow a Type 10 record for each crop year
covered under the policy nunber. All Type 10 records with a
record nunber other than "001" are considered entities with a SB
in the farm ng operations of the prinmary insured. |If any Type 10
record is rejected, then all records for the contract will be
rej ected.

A Type 49 Delete record will renmpove the policy and all records

for the policy fromFCl C s Databases and Duplicate | SAMfil es.
3 Type 11 - Acreage Record

Type 11 records are used to establish premiumand liability for
each acreage |ine.

A Type 11 record will not be accepted until corresponding Type
10, Type 14, Type 15 (if required - See Exhibit 15-4), and Type
17(if required - See Exhibit 17-1) records have been accepted by
the DAS. The Type 11 zero liability acreage record will not be
accepted. To nodify data previously accepted, all current and
valid records for the policy nust be resubmtted.

Type 11 records initial acceptance determ nes whether Late Filed
acreage reductions are applicable. The Type 11 weeks late flag
field is an RVA Internal Use field which identifies the nunber of
weeks the record was accepted after the acreage reporting date.
The FCIC Accepted Date field provides the date the record was
initially accepted by DAS. Refer to Section 2, 1, C, 7 - DAS
Determi nation of Adninistrative Expense Reduction due to Late
Fil ed acreage.
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Type 12 - Paynment Record

Type 12 records are used to record/report paynents by producers
for each crop policy. Only one Type 12 record per paynent type
code will be accepted for the contract. Type 12 transactions nay
be renoved by resubmitting all applicable records for the policy
or via the Type 49 delete record with the exception of paynent
type ‘02" or ‘03

When reporting CAT fees using the 12 record, use the paynment type
“02". A CAT fee receivable nmust exist before a CAT fee paynent
is accepted, and the paid anmount for CAT fees cannot exceed the
total receivable anount reported on the 65 record. The paid
anount for CAT fees is cumulative. The paid date also nust be
greater than the debt delinquency date reported on the 65 record.
Error conditions will occur for any of the follow ng: duplicate
12 records, a paid date less than or equal to the debt
del i nquency date, no match to a receivable, no increase froma
previously reported paid anpbunt, a paid anpbunt greater than the
recei vabl e anbunt due, and a paid amobunt with a $0 val ue.

When reporting CAT fee paynent reversals using the 12 record, use
t he paynent type [03”. The paid anount for reversals nust equa
the paid anount reported using paynent type “02”. The paid date
nmust be the same as the paid date reported on the paynment type
“02".

The “03” paynment type code is the only way to reverse a CAT fee
paynment. Error conditions will occur for any of the follow ng:
duplicate 12 records, and the paid amobunt and/or paid date do not
mat ch the previous “02" paynent. The Type 49 delete record
cannot be used to remove a CAT fee paynent. Only the “03”
paynment type can be used to renmove a CAT fee paynent.

When reporting state subsidy use payment type code [24”.
Type 13 - Inventory Val ue Record

Type 13 records are used to establish premum and insurance
val ues. A Type 13 record wll not be accepted unti
correspondi ng Type 10 and Type 14 records have been accept ed.

Type 14 - Insurance In Force Record

The Type 14 record establishes the crop, county, plan code and
reports the contract data deternmined at Sales Cosing. Type 14
records for each crop on the policy should be accepted through
the Data Acceptance System by weekly cutoff for the week
containing the 30th day after the |latest sales closing date for
the crop in the county. After this date, the cause for the late
processing nust be identified using the |ate-processed flag field
on the record for acceptance to occur

A reduction of up to 3 percent of the adninistrative and
operating expense subsidy will be taken if the Type 14 record
was originally accepted or the price election factor, price
i ndi cator or coverage level is revised after the transaction cut-
off date for the week containing the 30th cal endar day after the
sal es closing date for the crop policy.
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The reduction will be cal cul ated as fol |l ows:

Cut of f Date for

The week containing the: The Reduction will be:
30th 1%
60t h 2%
90t h 3%

For witten agreements, the adm nistrative and operating expense
subsidy wll be reduced for records originally accepted or
revised after 30 days from the RVA Regional Ofice witten
agreenent date if later than sales closing date or if sales
closing date does not exist for crop Location State/County or
Rate State/County. See Exhibit 11-8 for witten agreenents. For
New Nursery and New Florida Fruit Tree policy cutoff dates, see
Nursery and Florida Fruit Tree A& Reduction/Fund Designation
Cut of f Tabl e.

The type code and practice code may be required for crops wth
nmore than one sales closing date to determne eligibility based
on the sales closing date. Refer to Exhibit 14-1

Type 15 - Yields Record

The Type 15 records are used to record/report APH yield
i nfornmati on for designated crops.

A warning nessage will be issued to conpani es when the yield year
is less than 1970.

If a Type 15 record(s) is rejected, the corresponding Type 11
record will be rejected.

Type 17 - Land ldentifier Record

The Type 17 records are used to record/report up to ten
corresponding |egal descriptions and three persons sharing in
the crop for the Type 11 record. A Type 17 record is required
for each 11 or 15 (see Exhibit 15-4) record reported.

Type 18 AGR History Record

The type 18 records are used to record/report AGR History
information for the producer. If a type 18 is rejected, the
corresponding type 19 record will be rejected.

Type 19 AGR Annual Farm Report Record

The type 19 records are used to establish premiumand liability
for the policy.

Type 20 - Loss Total Record
Type 21 - Loss Line Record

Type 22 - Inventory Loss Record
Type 23 - AGR Loss Record
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The Type 21, 22 and 23 Records establish the | oss amunts for a
given policy and the Type 20 Records identifies the application
or disbursenment of |oss paynents.

Type 20 records are linked by Caim Nunmber to correspondi ng Type
21/ 22/ 23 records. Therefore, all Type 20 and 21/22/23 records for
a policy fromthe transaction file will replace all Type 20 and
21/ 22/ 23 records for the policy on the policy data base.

If a Type 20, 21, 22 or 23 record is rejected, all Type 20, 21, 22
and 23 records for the Claim Nunber will be rejected. |If a Type
11, 13 or 19 record is rejected, the correspondi ng Type 21/22/23
records for the crop are rejected, also all other Type 21/22/23
records for the C aim Nunber(s) of the rejected crop, along with
all applicable Type 20 records for the Caim Nunmbers of the
rejected Type 21/ 22/ 23s.

Type 20, 21, 22 and 23 Processing: The Type 20 record is submtted
in support of the Payable elenent in the Type 21, 22 or 23 record.
There are four separate "buckets" which identify the anmpbunt of the
check to the insured; and cover any deduction made from the
i ndermity, which will be applied to premiumon the policy with the
loss (M, premumon another policy (P), admnistrative fees (F),
other (O, recovery of a prior reinsurance year prenium or |oss
(R). The total of any | oss application code nmust be greater than
zero.

One Type 21/22/23 record is subnitted for each loss line. Mor e
t han one Type 20 record may be submitted, if needed, to support the
21/ 22/ 23 record(s).

If any of the "Total" fields on the Type 20 Record contain a
"B, the corresponding "P/CR Meno State" and "P/CR Meno
Policy Nunber" fields nmust contain the Location State and Policy
Nunmber to which the "P' amount will be applied. The ARS wil |
show the generated "P" anounts in the loss credit columm of the
summary report on the designated policy.

1 If part of the loss is to be applied to a policy under a
di fferent Conpany nunber than the policy with the |oss,
the "P/CR Menp Conpany" field nust also be entered. |If
"P/CR Menpb Conpany" is not entered (value of 000), DAS
assunmes the same Conpany numnber as the policy with the
loss and will generate the |loss credit accordingly.

2 Rej ected P/ CR Menp Posti ng

If the PFCR Meno Policy does not exist in the data base or
the P/CR Meno Policy has zero prenmium then the P/ CR Menp
posting is rejected. Generated P/CR Meno anmobunts will not
be allowed to create an overpaynent on a policy. Such
rejected postings are printed on a ARS error report
titled "P/CR nmeno Reject Report." An exanple of this
report is found in Exhibit 1. This report wll be
furnished to the Conmpany with their Monthly Operations
report.

12 Type 49 - Del ete Records

The Type 49 Records are used to renove all records for a contract
fromthe data base(s) and the Dup Isamand flag the T14 I SAMfil es.
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Only one Type 49 Record will be processed per contract fromthe
transaction file. Subsequent Type 49 Records for the sane contract
will be rejected.

Type 49 records are processed i ndependently after all other record
types are updated to the data bases.

Type 50 - Supplenental Private Policy

The Type 50 Records are used to record/report supplenental private
policies when (1) The policy is a nonreinsured supplenmental; and
(2) FCIC reinsurance is available for the crop/county which the
private policy is sold; or (3) The policy is a reinsured
suppl enental not otherw se reported to DAS. A policy is considered
to be a supplenmental policy if it provides coverage of any kind on
an FCl G reinsured crop, regardl ess of whether the administration of
t he suppl enental policy considers the FCIC reinsured policy in any
way .

Type 50 records may be processed independently or with other DAS
records and will be stored in separate FCl C databases for each IP

The data will be used by RVMA to recomend appropriate action
regardi ng Conpany requests for FCl Creinsurance and to determine if
such policies shift risk to underlying FCl Creinsured policies

The Actuarial Division will use the data to conduct anal yses of the
rati ng net hodol ogi es of the policies. The data will also be used
to administer the financial ternms of any reinsurance agreenent
covering the policies. The data nust be submtted to FCIC no | ater
than the final settlenent date stated in the SRA

Type 55 - Agent Data
The Type 55 Records are used to record/report agent information

Type 55 records nmay be processed independently or with all other
DAS records. This data will be collected by Reporting Organi zation
and will be stored in a separate FClI C database in order to identify
agents, provide agent counts for Conpany, facilitate the creation
of the Agent Location Directory and FCl C planni ng purposes. The
agent records on the database are maintai ned by the Conpani es. The
acceptance of Type 11, 13, 14 and 18 acreage records i s dependent
on acceptance of a valid agent SSN on a Type 55 record. Each
subm ssi on nust include the conmpany's cumul ative agent file for the
reinsurance year in its entirety. Only report licensed and/or
certified agents who are actively participating in the delivery of
FCI C approved products. The accepted agent records from each
subm ssion will replace all previously subnmtted agent records.
Records will be rejected if the individual agent is currently
di sbarred or suspended.

Type 56 - Loss Adjuster Data

The Type 56 Record is wused to record/report 1|oss adjuster
i nformation.

Type 56 records nmay be processed independently or with all other

DAS records. This data will be collected by Reporting O ganization

and will be stored in a separate FCIC database in order to

facilitate conpliance analysis. Each subm ssion nust include the

conpany's cumnul ative adjuster file for the reinsurance year inits

entirety. The accepted adjuster records fromeach subm ssion wll
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replace all previously submtted adjuster records. The acceptance
of Type 21, 22 and 23 loss records is dependent on acceptance of a
valid | oss adjuster SSN on a 56 record. Records will be rejected if
the individual adjuster is currently disbarred or suspended.

Type 60 - Ineligible Producer |nput Record

Type 60 records are wused to subnmt information regarding a
producer’s ineligibility status for participation in the crop
i nsurance program These records nmust be subnitted in a separate
file from all other record types and placed in the |IT Input
directory that has been established for each transmtting
organi zation on the I P server. Once per day a process collects al
files transmtted, validates the data submtted and outputs 3 types
of files to the IT Qutput directory on the IP server : 1) .acp -
accepted transactions, 2) .rej - rejected transactions and 3) .err
- error codes. The accepted transactions are |oaded to the
Ineligible Tracking System database and notification letters are
generated and distributed to the ineligible producers upon their
initial entry into the systemfor a period of ineligibility.

Type 60e - Ineligible Producer Error Record

Type 60E records are generated during the Ineligible Tracking edit
process. They contain all errors for each Type 60 record that is
rejected during the edit process. The file containing these records
is placed in the submitting conpanies’ |IT OQUTPUT directory on the
| P server (.err).

Type 61 - Ineligible Producer Qutput Record

Type 61 records are generated fromthe Ineligible Tracking System
dat abase and output to the IT Qutput directory on the |IP server for
all conpanies. This file is an accunulation created daily after
each |ITS load of ALL producers that have been reported as
ineligible, their period(s) of ineligibility and their current
eligibility status. This al so includes persons reported by the
Ri sk Managenent Agency for suspension/disqualification/debarnent.

Type 65 - CAT Fee Receivabl e Record

Type 65 record is subnmtted along with the Type 60 (lneligible
Producer) if the debt is all or partially due to unpaid CAT fees.

Type 70 - Reverse 70 Detail Record

Type 70 records are subnitted senmi-annually by Reporting
Organi zation for each policy (see record descriptor) to reflect the
current status of the Reporting Organization data base. Type 70
records replace and reinitialize FCIC s reconciliation data base.

Type 71 - Reverse 71 Trailer Record
Only one Type 71 record is pernmitted with each semn-annua
submi ssion of Type 70 records. The counts and anounts (see record

descriptor) are used to validate the summation of Type 70 records
recei ved.
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20 Type 81 - Policy Hol der Tracking Experience |Inquiry

Type 81 records are output records that are initiated by the
setting of the Experience Inquiry flag on the Type 14 record
(position 91). If the Experience Inquiry flag is a ‘'Y only the
previous year information will be accessed. |f the Experience
Inquiry flag is a ‘F the previous five years of information will
be accessed based on the ID Nunber from the associated Type 10
record (position 82) to perform a search against the data to
locate all information for the producer. The data retrieved is
i mbedded in the “body” of the Type 81 record (positions 21 - 331)
in the sane field order and format as that specific in the record
type. Al Type 10, 14, 15, 11 and 21 records found are returned to
the requesting conpany. The Type 14 record that requested the
inquiry is inbedded in the Type 81 record when: 1) the value of
the Experience Inquiry flag is an invalid value, 2) no prior year
records were found for the producer, or 3) when the producer’s
prior year insurance was with the requesting conpany.
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I NELI G BLE TRACKI NG SYSTEM

1

Type 60 Ineligible Producer Input Record

Type 60 records are wused to subnmit information regarding a
producer’s ineligibility status for participation in the crop
i nsurance program These records nmust be submitted in a separate
file from all other record types and placed in the IT Input
directory that has been established for each transmtting
organi zation on the | P server. Once per day a process collects al
files transmtted, validates the data subnmtted and outputs 3 types
of files to the IT Qutput directory on the IP server : 1) .acp -
accepted transactions, 2) .rej - rejected transactions and 3) .err
- error codes. The accepted transactions are loaded to the
Ineligible Tracking System database and notification letters are
generated and distributed to the ineligible producers upon their
initial entry into the systemfor a period of ineligibility.

Type 60E - Ineligible Producer Error Record

Type 60E records are generated during the Ineligible Tracking edit
process. They will contain all errors for each Type 60 record that
is rejected during the edit process. The file containing these
records is placed in the subnmitting conmpanies’ |IT Qutput directory
on the IP server (.err).

Type 61 Ineligible Producer Qutput Record

Type 61 records are generated fromthe Ineligible Tracking System
dat abase and output to the IT Qutput directory on the IP server for
all conpanies. This file is an accurul ation created daily after
each |ITS load of ALL producers that have been reported as
ineligible, their period(s) of ineligibility and their current
eligibility status. This also includes persons reported by the
Ri sk Management Agency for suspension/disqualification/debarnent.

DAS Ineligible Edit Process

Daily, a validation file is created fromthe Ineligible Tracking
System dat abase for use in the DAS edit process. The DAS wil |
reject crop policies for a producer if the applicable sales closing
date/term nation date for the crop in the county falls during a
period of ineligibility.

Consi der the foll ow ng exanpl es:

A. Producer reported as ineligible
C Producer becane ineligible on 03/15/1999

C Apolicy is submtted for a crop with a 03/15/1999 sal es cl osi ng
dat e
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The policy woul d be rejected for that crop since the sales closing
date is greater than or equal to the date of ineligibility. |If the
sal es closing date had been prior to the date of ineligibility, the
crop policy would have been accepted.

B. Producer reported as ineligible and has beconme eligible.

C Producer becane ineligible on 09/30/1998
C Producer becane eligible on 03/16/1999

C Apolicy is submtted for a crop with a 03/15/1999 sal es cl osing
dat e

The policy woul d be rejected for that crop since the sales closing
date falls within the period of ineligibility. |If the eligibility
date had been 03/15/1999, the crop policy would have been accept ed.

C. Producer with nore than one period of ineligibility.

C Producer becane ineligible on 09/30/1998
C Producer becane eligible on 12/01/1998
C Producer becane ineligible on 02/01/1999
C Producer becane eligible on 03/15/1999
C Apolicy is submtted with three crops:
Crop 1 - sales closing date of 10/31/1998
Crop 2 - sales closing date of 01/31/1999
Crop 3 - sales closing date of 02/28/1999

The policies for Crops 1 and 3 would be rejected since the sales
closing dates fall within the periods of ineligibility.

The policy for Crop 2 would be accepted since the sales closing
date for that crop falls within a period of tinme that the producer
is eligible.

D. Miultiple Sales C osing Dates

Prior Year TermDate is the Sane as the Sales C osing Date

e Producer becane ineligible on 9/30/00

e Producer becane eligible on 12/15/00 (paid between the first and
second sal es cl osing dates)

e A policy is submtted for a crop with sales closing dates of
9/30/00 and 3/15/01. The prior year termdate is 9/30/00.

The producer is ineligible on the first sales closing date, so the
contract flag is checked to further determne eligibility.

If the policy is a new policy (contract flag = 0), then the
producer is eligible for the crop and the record will be accepted.

If the policy is a continuing policy (contract flag = 1), then the
producer is ineligible for the crop and the record wll be
rejected. For a continuing policy, the producer nust be eligible
on the first sales closing date to be eligible for the crop for the
submitted crop year.

If the producer had paid after 3/15/01 (the second sal es closing
date) or had not paid, he would be ineligible no natter what
contract flag was on the record.
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Prior Year TermDate is Before the Sales O osing Date
e Producer becane ineligible on 9/30/00
e Producer becane eligible on 1/15/01

e A policy is submtted for a crop with sales closing dates of
10/ 2/ 00 and 3/15/01. The prior year termdate is 9/30/00.

The producer is ineligible on the first sales closing date, so the
contract flag is checked to further determne eligibility.

If the policy is a new policy (contract flag = 0), then the
producer is eligible for the crop and the record will be accepted.

If the policy is a continuing policy (contract flag = 1), then the
producer is ineligible for the crop and the record wll be
rejected. For a continuing policy, the producer nust be eligible
on the first sales closing date to be eligible for the crop for the
submitted crop year.

If the producer had paid after 3/15/01 (the second sal es closing
date) or had not paid, he would be ineligible no natter what
contract flag was on the record.

Prior Year TermDate is After the Sales C osing Date
e Producer becane ineligible on 9/30/00
e Producer becane eligible on 1/15/01

e A policy is subnmitted for a crop with sales closing dates of
9/30/00 and 3/15/01. The prior year termdate is 11/30/00.

The producer is ineligible on the prior year term date, so the
sales closing date is used with the contract flag to determ ne
eligibility.

If the policy is a new policy (contract flag = 0), then the
producer is eligible for the crop and the record will be accepted.
The producer paid between the 2 sal es closing dates.

If the policy is a continuing policy (contract flag = 1), then the
producer is ineligible for the crop and the record wll be
rejected. For a continuing policy, the producer nust be eligible
on the first sales closing date to be eligible for the crop for the
submitted crop year.

If the producer had paid after 3/15/01 (the second sal es closing
date) or had not paid, he would be ineligible no matter what
contract flag is on the record.

E. An exception to B-C above exists if the sales closing date for
the crop is prior to 09/30/1998 (date that ineligible process
became effective). Those crops woul d be accepted.

DAS Duplicate Edit Process

The duplicate edit process is designed to reject duplicate policies
or identify possible duplicate policies reported to RVA The
process determ nes the ownership of a policy and is based on the
definition of a duplicate policy and a possible duplicate policy
key. Duplicate or Possible Duplicate policies are identified by
DAS errors and are reported to conpani es weekly.
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In the case of Duplicate Policies (i.e. same tax id nunber, tax id
type, entity type, location state, location county, crop code, and
type code (grapes only crop code 0052 and 0053)), DAS wll
determ ne the owner |P based on signature date and transferred
cancel lation fields on the 14 record.

If any of the duplicate policies are indicated as a ‘ Transfer and
Cancel lation’ policy on the 14 record, the Dup process will use the
earliest signature date for the current sales period to determ ne
ownershi p. The ‘sales period starts the day follow ng the earliest
sales closing date for the previous crop year and conti nues through
the latest sales closing date for the current crop year. If none of
the duplicate policies are indicated as being a ‘Transfer and
Cancel | ation’ policy, then ownership will be determ ned by earliest
signature date without regard to the sal es peri od.

Conpanies will be notified of Duplicate Policies on a batch
transm ssion basis through the DAS edit process. In addition, on
the first business day follow ng the transaction cutoff date for
weekly data reporting, conpanies will be provided a sumary report
identifying the count of duplicate policies with another conpany
and the nunber of ownership policies where another conmpany has a
duplicate policy.
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D DAS REPCRTS

The Data Acceptance System generates the following reports and transacti ona
files for every transm ssion to assist conpanies in their error resolution

1. Reports

Summary Report (.sun): provides transactional, financial and error statistics
on each transm ssion. The report identifies the input file name, the run
date and tinme, and the received date and tinme. The transactional statistica
section provides counts by record type of: submtted; accepted; rejected; and
suspended records. The financial statistical section provides the associated
dollar ampount of: subnmitted, (if a type 97 record is included in the
transm ssion); accepted; rejected; and suspended records. The error
statistics sections lists the error code and nessage received and the nunber
of records in error

Prem um and Loss Error Report (.rp2): provides by crop, the dollar amount of
prem um and indemmity rejected by error code conbination. The nunber of
records and policies are also |listed.

Error Report (.rpt): is a formatted report by policy listing the record(s)
and field(s) inerror. It identifies the data in error and what is expected
in the field.

Year to Date Accepted Totals report(RORYYTDA.ZI P): provides the Summary of
Busi ness statistics for the IP as of the previous naintenance period. The
report will list the date and | ast batch nunber used in conpiling the report.

Error File (.err): lists the record key with an error, the error code, data
in error and the expected data.

2. Transactional File

Rejected File (.rej): contains the records with errors that were
transmtted with an additional 50 bytes of data used internally by DAS

3. Accepted File

Accepted File (.acp): contains the records accepted by DAS with an additiona
50 bytes of data used internally by DAS. Conpanies may request this file be
placed in their Directory.

4. Accepted Fund Designation File

Accepted Fund Designation File (.fun): contains the Type 9 records accepted
by DAS with an additional 50 bytes of data used internally by DAS. This file
is provided to conpanies confirm ng fund desi gnati on by RMA
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SECTION 7 ACCOUNTI NG CONSI DERATI ONS

ARS REPCRTS

A

P/ CR Menmo Rej ect Report (Exhibit 1)

This report lists all policy record anpbunts that contain generated
P/ CR Menp ampunts which were not posted. P/CR Menp anounts are
rejected when the P/CR Meno policy does not exist or when the P/CR
Meno policy has zero prem um

Reconciliation Reports (Exhibit 4)

A set of reconciliation reports is generated in addition to the
various error reports whenever there are unusual circunstances
concerning a policy or record type subnmitted. The purpose of these
reports is to perform a verification or validation of data on
FCl C s database to the nobst current data received fromthe Conpany.
The Conpany shoul d research data appearing on the reconciliation
reports and determ ne what action needs to be taken to correct the

di screpancies (i.e., delete, correct, in order to resubmt the
records correctly). The ampunt of negative financial inpact to
FCIC will be deternmined and deducted from the MNonthly/Annual

Operations Report. Following are the four reconciliation reports
t he Conpany may receive:

Di screpanci es of Prem um by Policy

Di screpanci es of Losses by Policy

Di screpanci es of Paids by Policy

Di screpanci es of Loss-Credits by Policy

The Discrepancy reports, are generated when a policy record that
has been submtted by a Conpany does not agree with data accepted
into the DAS.

ARS Summary Reports

The ARS generates summary reports based on detailed reinsured
contract data submitted by the Conpanies each nonth through DAS.
Once data is received from Conpanies electronically, the DAS
processes the data through FC C edits/validations, and ARS produces
the sunmary reports. The reports are used to cal cul ate the bal ance
which is due the Conpany or FCIC.

The FCIC Detailed Policy Report shows detail policy-Ievel

information. 1t feeds infornation to the Operations Report which
generates grand totals, and consists of the follow ng:
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a Premum

The Prem um grand total is developed from the Prem um Lines
Record - Type 11, 13, 19 and is reported as sunmarized policy
detail for all lines and all crops associated with a policy.
Premumis totaled by Crop Year.

Pai d

The Paid grand total is devel oped fromthe Paynent Record - Type
12 (Paynent Type 00) and the ARS currently shows policy detail
for the net paid ampunt. The paid amount should not include
admi nistrative fees and must be > zero.

The net paid represents the premum collected by the Conpany
fromthe producer (insured). An overpaid anmount may exi st when
a producer overpaid his premum

Loss-Credit

1 The Loss-Credit grand total is derived from the Loss Tot al
Record Type 20, which consists of M Mnos and P-Credit Menos.
M Menos are prem um anounts due (by producer) that have been
deducted from a |oss paynent by the producer from |osses
received on the sanme policy. P-Credit Menmps occur when
prem um due on another policy is designated with a "P" in the
Type 20 record which enabl es the amount to be deducted froma
| oss paynent on the policy incurring a |oss.

2 Al other anmpbunts designated in the "1st - 4th Total Anmounts"
on the Type 20 record appear as a single line itementitled
"Loss Deductions (F, RR, O" on the Operations Report.

3 ARS will generate the designated ‘P-Credit Menpbs' into the
Loss-Credit colum of the Mnthly Operations Reports to
el i mi nat e out - of - bal ance conditi ons.

4 The sum of each |oss deduction codes for a policy should
never be |less than zero.

5 An overpaid anpbunt may exi st when an excessive anpunt of an
insured’s | oss was deducted fromhis policy.

Subsi dy

The Subsidy grand total is the Total Prem um m nus the Producer
Prem um submtted on the Prem um Lines Record - Type 11.

Losses

The Loss grand total is derived fromthe Loss Line Record - Type
21/ 22/ 23, which consists of all |osses reported by the Conpany.
The | osses are reinbursed to the Conpany through the autonated
escrow process. On a nonthly/annual basis, the total of Total

Losses will be conpared to the sum of "Loss-cr., Escrow, and
Drafts" and "Loss Deductions (F, RR, O" and FCIC will pay the
| esser anount. FCIC will also adjust the anpunt of "Drafts

| ssued (Escrow)" included in the Mnthly/Annual Summary Report
on the line for "Loss-CR Escrow and Drafts" to the |esser
ampunt of "Previous Escrow Funded" or "Less Drafts |ssued
(Escrow)." This will avoid any potential overpayments by FCC
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on the Monthly/ Annual Sunmmary Reports.
f Cost Share

The total AGR Cost Share reported as additional subsidy on the
record type 19.

2 The Mont hly/ Annual Operations Report (see Exhibit 1, page 1) shows the grand
totals of all insurance policies carried by each Reporting O ganization and
provi des the bal ance due the Conpany or FCIC. The remai nder of the entries on
the Operations Report are calculated fromentries which the Conpany has made
on the Prem um Due and Prem um Due Wt hout Paynents Wrksheets or derived from
other reports generated by ARS.

The followi ng provides a description of how each line itemon the
Mont hly Operations Report is calculated and corresponds to the
lettered line items in Exhibit 1-1. Al line itens represent
cumul ative totals.

a Net Expense Reinbursenent Adjustnent - This item represents
admi ni strative expense reinbursenment based on a percentage of
total premium on all non-cat crop policies |ess the reduction
for late filed acreage. This item also includes the CAT |oss
adj ustment expense based on the total CAT premium The net
installnment adjustnent is supported by the FCIC Installnent
report. Exhibit 1-2.

b Less Prenmium Collected - Insured' s premum collected by the
Conmpany.

¢ Escrow and Drafts -

1 Escrowis the |lesser of the "Previous Escrow Funded" or the
amount of "Drafts Issued (Escrow)" (See Itens u, v).

2 Drafts - represents the anount paid by the Conmpany for |osses
paid to producers if the Conpany is not participating in
Escrow. It is determned from Type 20 records which contain
a "D' for drafts.

d Loss Deductions (F, R, O - Amounts reinbursed by the FCIC to
the Conpany for adnministrative fees (F), recovery of previous
year premum (R), or other (O to include interest and hail
deducti on anmpunts, which the Conpany deducted from their |oss
rei mbursement request.

e State Subsidy - The cunul ative anmount of all state subsidy based
on the 12 record, paynment type code = 04.

f Company Previous Paynent - The cunulative amount of other
paynents received by FCIC via electronic transfer to Treasury by
t he Conpany.

g FCC Interest Paid - The cunulative total of all interest paid

to Conpanies by FCIC for |ate paynents, etc.
h Litigation Expense

i Net Administrative Fee Adjustment - Net fee due FCIC supported
by suppl emental administrative fee reports. Exhibit 1-3.

j Reduction Due to Reconciliation Report Differences - Net
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reduction amount based on unreconciled differences from
reconciliation reports that have a negative financial inpact to
FCl C.

FCIC Interest/Penalty - This item represents interest or
penal ty assessed agai nst the Conpany.

FCI C Determi ned Overpaid - Any overpaynents that FCIC has nade
to the Conpany.

FCI C Previous Paynent - The cunul ative amount of all paynents
made to the Conpany by FCIC for the current Reinsurance Year

Escrow Funded - This line itemrepresents the escrow anount the
Company has been funded. The total is summed up to the current
cutof f date of the Monthly Operations Report.

Pai d Previous Wrksheets - Anmpunts paid to FCIC on previous
wor ksheet s.

Underwriting Loss - This line item represents the |oss taken
fromthe "Reinsurance Run" report. This anmount is a calculation
of the Company's |oss based on entries nade in the Plan of
Operations, together with the Standard Reinsurance Agreenent
applicable to each respective Reinsurance Year. The report is a
sunmation of reinsured data displayed the fund, state and
nati onal (grand total) |evels.

Aquacul ture Underwriting Loss - This line item  represents the
| oss taken fromthe ‘ Aquacul ture Rei nsurance Run’ report.

Subtotal - The total of lines preceding this line fromthe FCC
Due/ Paid Col utm on the Operations Report.

Total from Current Worksheet - This itemrepresents the conbi ned
total from the Prenmium Due and Prem um Due Wthout Payments
Wor ksheet s.

Bal ance Due Conpany (+), FCIC (-) - The total balance due the
Conmpany or FCI C.

Previ ous Escrow Funded - This line itemrepresents the anount of
escrow the Conpany has been funded, and is reported here when
FCl C i ssues the funds to the Conpany. The total is sumred up to
the current cutoff date of the Monthly Operations Report.

Less Drafts Issued (Escrow) - This itemrepresents the amount of
checks issued to producers for |osses, and is accunul ated from
an "E'" that was validated and accepted in the DAS fromthe Type
20 record.

Escrow Bal ance - This itemrepresents the difference between the
"Previous Escrow Funded" |ine and the "Less Drafts |ssued
(Escrow)" Iline.

The followi ng describes how each line itemon the Annual Operations
Report is calculated, and corresponds to the lettered line itens in
Exhibit 1-3. Al line itens represent cunulative totals.

Net Expense Reinbursement Adjustment - This item represents
admi ni strative expense reinbursenment based on a percentage of
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total premium on all non-cat crop policies less the reduction
for late filed acreage and/or Late Sal es Reductions. The CAT
| oss adj ust mrent expense which is based on the total CAT prem um

The net installment adjustnent is supported by the FCC
Install ment report.

Less Premium Col l ected — I nsured’ s prem um whet her or
not coll ected by the Conpany.

Loss-CR, Escrow and Drafts -

1 Escrowis the |esser of the "Previous Escrow Funded" or the
amount of "Drafts Issued (Escrow)" (See ltenms v, w).

2 Drafts - represents the anmount paid by the Company for | osses
paid to producers if the Conpany is not participating in
Escrow. It is deternmined from Type 20 records which contain
a "D'" for drafts.

3 Loss Credits

Loss Deductions (F, R, O - Ampunts reinbursed by the FCIC to
the Conpany for administrative fees (F), recovery of previous
year prenmium (R), or other "O to include interest and hail
deduction anmounts, which the Conpany deducted from their |oss
rei mbursenment request.

State Subsidy - Cumul ative anount of all state subsidy.
Subsidy - Cunul ative ampunt of subsidy.

Cost Share - Cunul ative anount of AGR cost share assistance.
Conpany Previous Payment - The cumulative anmount of other
paynments received by FCIC via electronic transfer to Treasury by

t he Conpany.

FCIC Interest Paid - The cunulative total of all interest paid
to Conmpanies by FCIC for |ate paynents, etc.

Litigati on Expense

Net Adm nistrative Fee Adjustment - Net fee due FCIC supported
by suppl emental administrative fee reports.

Less Reduction Due to Reconciliation Report Differences - Net
reduction ampunt based on unreconciled differences from
reconciliation reports that have a negative financial inmpact to
FCl C.

FCIC Interest/Penalty - This itemrepresents interest or penalty
assessed agai nst the Conpany.

FCI C Determ ned Overpaid - Any overpaynents that FCIC has nade
to the Conpany.

FCI C Previous Payment - The cumul ative anmount of all paynents
made to the Conpany by FCIC for the current Reinsurance Year.

Escrow Funded - This line itemrepresents the escrow anount the
Conpany has been funded.
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Paid Previous W rksheets - Cunmulative interest from any
wor ksheet s.

Underwiting Gain/Loss - This line itemrepresents the gain/loss
taken from the "Reinsurance Run" report. This amunt is a
cal cul ati on of the Conpany's gain/loss based on entries nade in
the Plan of Operations, together with the Standard Rei nsurance
Agreenent applicable to each respective Reinsurance Year. The
report is a summation of reinsured data displayed at fund, state
and national (grand total) |evels.

Aquacul ture Underwiting Gain/Loss - sanme as above except
“ Aquacul ture Rei nsurance Run’

Subtotal - The total of lines preceding this line fromthe FCC
Due/ Paid Col utm on the Operations Report.

Total from Current Worksheet - Normally this itemrepresents the
total fromthe Prenmi um Due Wthout Paynents Wrksheets; however
there is an exception for those conpanies which had deferred
premum For those conpanies, on the 1st annual report only, a
Prem um Due W rksheet calculating interest should also be
included in this total

Bal ance Due Conpany (+), FCIC (-) - The total balance due the
Conpany or FCI C

Escrow Funded - This line itemrepresents the anount of escrow
the Conpany has been funded, and is reported here when FCIC
i ssues the funds to the Conpany. The total is same as ‘p’
above.

Less Drafts Issued (Escrow) - This itemrepresents the anount of
checks issued to producers for |osses, and is accunul ated from
an "E' that was validated and accepted in the DAS fromthe Type
20 record.

Escrow Bal ance - This itemrepresents the difference between the
"Escrow Funded" line and the "Less Drafts |Issued (Escrow" line
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2

| NTEREST CALCULATI ON

The Conpany will be charged interest in the follow ng cases: Late paynents
of the bal ance due on Monthly/ Annual Operations Reports, overpayment by FCIC
of | osses or expense reinbursements, increases in the Prenium Due Wt hout
Paynments Report, and on Prem um Variations and on uncol |l ected prem uns not
pai d which are reported on the Prem um Due Wrksheet. The Conpany will pay
FCIC interest at the annual fixed rate of 15% (See Exhibit 6).

A If the bal ance due FCI C on the Monthly/ Annual Qperations Report is not
received by the last banking day of the nonth, via electronic transfer
to FCIC s account at Treasury, interest will attach from the day

follow ng the | ast banking day of the month and will be charged through
the day funds are received at Treasury.

B The Conpany will repay, with interest, any ampunt paid to the Conpany
by FCI C which is subsequently determined by FCIC or the Conpany, to
have been not due to the Conpany, such as overpaid indemities or
excessi ve expense reinmbursenents. Interest will attach begi nning on
the day after the Conpany is notified of the overpaynent through the
date the paynent is received.

C Increases in premum anmounts for a crop contract which occur after a
billing date are reported on the Prem um Due Wt hout Paynments Report.
Interest on these increased anounts will accrue fromthe first of the
nonth follow ng the Conpany Paynent Date, and will accrue through the
end of the nonth for the nmonthly report on which the increase was
i ncl uded.

D The Conpany will pay interest on any uncollected prenmiuns if the
uncol l ected premunms are not paid to FCIC by the nonth foll ow ng the
nonth of the billing date. Interest will attach on any uncoll ected
premuns fromthe first of the nonth following the nonth of the billing
date. A full nonth's interest will be charged for any nonth or portion
of a nmonth that the wuncollected premiuns are not paid to FCC
(Exhibit 1)

E Al'l paynents are subject to post audit by FCIC
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SECTI ON 8 ELECTRONI C DATA ACCEPTANCE SYSTEM ( eDAS)
1 PURPOSE AND OBJECTI VE

2 RESPONSI BI LI TIES OF COVPANIES OPERATING UNDER THE LIVESTOCK PRICE
REI NSURANCE AGREEMENT ( LPRA)

A. Submt Plan of Operation to Reinsurance Services Division for review
and approval .

B. Allow eligible producers to use electronic nethods to submt
information to the nmaxi mum extent practicable. The conmpany nust file
its plan for providing such electronic service methods with their Plan
of Operations.

C. Submit a conpleted FCl-586 for Wb Application User to RVA Security for
approval .

D. Submit accurate and detailed contract data to FCIC through eDAS in
accordance with the reporting requirenments contained in ML3.

E. Collect and provide to FCIC the SSN or the EIN for all policyhol ders
and all persons with a substantial beneficial interest in the
pol i cyhol der.

F. Designate any eligible livestock price insurance contract accepted by
the UCM to the Private Market Fund in accordance with M3 within two
Federal work days of the acceptance date of the contract by FC C

G Designate in Plan of Operations whether it wll use conmercia
reinsurance or private nmarket instrunments to transfer or hedge its
retained liability for ultimte new | osses renmai ning after all cessions
to FClI C under the agreemnent.

H If the conpany purchases private market instrunents, it nust submt a
copy of its brokerage statenments detailing the purchase, sale, and
hol di ngs of private market instruments as required by LPRA and certify
to the conpl eteness and accuracy of the information

I. Producer premuns collected by the conpany nust be reported on the
nonthly sunmmary report submitted to FCIC by the accounting cut-off date
for the cal endar nonth after collection

J. Report/submit a mninum of 5 percent of insurance contracts and 5

percent of indemified contracts revi ewed. Flag contracts that are
revi ened.
3 SYSTEM OVERVI EW

A. eDAS is a real-time systemoperating in a web environnent designed to
edit transmitted data from Rei nsured Conpani es. Conpanies will send
data i n Extensible Markup Language (XM.) format to be processed by
eDAS or use web application to input required information to eDAS
After performng a series of edits on the data, an XM transm ssion
with all input data received fromthe conpany and all output data
defined by RMA will be sent back to the conpany. The transm ssion
will also notify the conpany of its acceptance or rejection, and if
rejected, errors will be included in the transm ssion

Page 42



July 2002

B

FCIC - M3
eDAS will performa series of edits on the current data. The type of
data and edits performed will be outlined in the ML3. Edits are done
in a series of steps. |If any step fails, no other edits beyond the
current step will be done. First, basic edits are done. Some of

t hese basic edits include a required check, optional check, nuneric
check, al phabetic check, and validity of codes check. The next step
is to run conditional rules. These rules apply to ML3 tags that will
only be present based on the value of other ML3 tags. Next, the
advanced step occurs. Advanced rules include ADM cross reference
checks and inter-field conmparisons. |If needed for the current ML3
data identifier, the corporate calcul ati on nodules are run to
determ ne premiumor indemity. Calculation validation edits are
perfornmed to deternine if the conpany’s cal cul ated val ues match RVA' s
cal cul ated values. Finally, post-processing rules are perforned.
Post - processing edits include the Underwiting Capacity Manager (UCM
check.

Companies will indicate the type of transaction currently being sent
to eDAS using the ML3 fields process flag and change flag. Process
flag indicates whether the transaction is an original, an update, a
deletion, a validation, a quote, a retrieval, or to be cancelled.
Oiginal indicates a first time entry. Al edits will apply. An
update is a nodification to an existing record. Key fields and the
updated values are required. All other fields will be ignored. A
deletion will mark the currently accepted record as renoved. Key
fields will be required for the delete. Al other fields will be
ignored. Validation will not consider the current transaction as
real but only as a test. Al M3 edits will apply and errors will be
returned to the conpany. A quote is only perforned on data
identifiers associated with corporate cal culati ons nodules. Only
val ues necessary to performthe quote will be required as input. A
quote will not be treated as a real transaction but will return
errors on required fields and corporate cal culation results to the
company. A retrieval indicates a conmpany is requesting the
information. A cancel indicates a conmpany is requesting the

i nformation to be cancelled. The change flag of 1,2, or 3 is
required only on an update transaction. All fields not identified as
a KEY on the ML3 may be changed at a certain |level. The change flag
i ndi cates the | evel of change authority associated with this record.
Only fields with a level of change |less than or equal to the change
flag may be nodified. Change flag of 3, conpany nust subnmit a
request to Reinsurance Services Division (RSD) for approval.

Al eDAS transactions will be stored in an Inform x eDAS dat abase.

I nput and output data will be stored when an original, update, or

del ete takes place. Each of these transactions will also be kept on
the web server for a period of time for conpanies to downl oad. Al so,
once an original, update, or delete passes all edits and therefore
was accepted by eDAS, it will be copied to the Policy database. This
will be done frequently during the day. For a quote or validation,
data will not be stored but an entry will be put into the eDAS

dat abase to nmark that the transaction was sent into eDAS. The quote
or validated transaction will not be sent to the web server or the
Pol i cy dat abase.

The Accounting Reports System (ARS) will be used to generate
accounting reports containing Reinsured Conpany data processed by
eDAS. Data will be taken directly fromthe Policy database to feed
ARS.

Page 43



July 2002 FCIC - M3

4 DATA SUBM SSI ON REQUI REMENTS

A. Data will be processed through eDAS in real-tinme. eDAS will be
operational 24 hours a day and 7 days a week for certain ML3 data
identifiers with exceptions for nmaintenance. These are the Agent,
Producer, SBI, Fund, and Reviewer (if applicable). The insurance
plan will determine the availability of eDAS for the Prem um and
Indemmity data identifiers. For exanple, the Livestock Risk
Protection plan will fail any Prem umor Indemity records sent

during certain hours of the day due to ADM data unavailability. |If
mai nt enance is required, eDAS will be tenporarily shut down, fixes
will be mgrated into eDAS, and eDAS will be turned on again. eDAS
will be unavail able for processing premumdaily from11l:49pmto
12: 15am for determining “premumin force”. |If at this tinme eDAS is
in the mddl e of processing premiumdata, the prem um data not
processed will be rejected.

B. eDAS requires the transnission of M3 data identifiers in a certain
order. This order by data identifier is as follows: Agent,
Producer, SBI, Reviewer (if applicable), Premium Fund, and
Indemmity. |If data is sent out of order, eDAS will send an error
back to the Conpany in its XM. output for the current transaction
For exanple, Producer data with an Agent SSN nust have an accepted
Agent SSN on the Agent dat abase.

C. eDAS does not require the bundling of an entire set of data
identifiers for a policy. For exanple, once the Agent data has been
accepted by eDAS, it never will have to be sent to eDAS again unl ess
the Conpany wi shes to update it. Agent data is not required each
time Producer or Premiumdata is sent. This also applies to the SB
data. |If five SBI records are required for the policy, one may be
sent today while two nore may be sent next week and the renaining two
may be sent in two nonths from now.

5 TELECOVMUNI CATI ONS

Al'l eDAS transactions will take place on a web server. A user id and
password are required to use eDAS. These itens will be given to each
conpany by RMA upon request. XM data transfer will take place along a
128-bit SSL link. Performng a HTTP XM. post to eDAS rmay be done with
many | anguages including Perl, Java, or Wndows Server Com objects
XMLDOM and XM_HTTP.

6 SECURI TY

A. Conpany nust subnmit a FCl-586 to RVA Security for approval. Upon
approval RVA Wb Teamwi || establish a Virtual Host on the Wb Server
and assign a VPN account. RMA Security will assign a Wb App
account .

B. There are two versions of the web app, Adnin and Sales. 1In both
cases, the web app is secured by 128-bit SSL. The Admin app will
eventually be restricted to I P address. The Sales web app is not
restricted to | P address since an agent could log in from sonewhere
ot her than the insurance provider office. The Admin web app is
secured by the insurance provider |ID and password provided by RVA
(changed every 6 nmonths). The insurance provider controls the ID and
password of their agents to be used for the Sal es web app. Agents
can log into the Sales web app using the ID and password that is
submitted via the agent data identifier. |If an insurance provider
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does not provide an I D and password for an agent, that agent will not
have access to the Sal es web app. For problens related to ID or
password contact RVA Web Team at 816-936-7301 or via enmi

webt eam@ m f ci c. usda. gov.

7 PRCOCESSI NG CONSI DERATI ONS

A 1. FCIC maintains all eDAS transactions, which will be stored in an

B

Inform x eDAS dat abase. Once an original, update, or delete passes all
edits and therefore accepted by eDAS, it will be copied to the Policy
dat abase.

2. eDAS does not require the bundling of an entire set of data

identifiers for a policy. Once the data is accepted only the *KEY
and data being nodified will need to be resent.

Acceptabl e data identifiers and specific handling considerations are
as follows:

1 AGENT

The AGENT data identifier is wused to record/report agent

i nf ormati on.

This data will be used by FCIC to identify agents, provide agent
counts for Conpany, facilitate the creation of the Agent Location
Directory and FCI C pl anni ng purposes. eDAS will separate agencies
for an agent by using the DETAIL_NUM I|isted on the ML3 AGENT data
identifier in the DETAIL section. Each DETAIL_NUM represents a

separate agency (i.e. Agent |D Code). Use ‘comma delimted
list multiple directory counties for an agent ( Exampl e:

<Dl RECTORY_COUNTY>1, 2, 215</ DI RECTORY_COUNTY>) . The acceptance of
PRODUCER and PREM UM are dependent on the acceptance of a valid
agent SSN. Only report licensed and/or certified agents who are
actively participating in the delivery of FCI C approved |ivestock

products. Records will be rejected if the individual agent
currently disbarred or suspended.

2 REVI EVER

The REVIEWER data identifier (if applicable) is used to record/report
revi ewer information

The conmpany is required to review a mininmum of 5 percent of the
i nsurance contracts and 5 percent of indemified contracts. This

data will be used by FCIC to facilitate conpliance analysis.

Premi um and indemity that have been reviewed (flagged) are
dependent on eDAS acceptance of a reviewer. Reviewer SSN reported
on prenmium and indemity will be verified against the reviewer

dat abase.

3 PRODUCER

The PRODUCER data identifier is used to record/report producer
information by |ocation state/insurance plan

A policy cannot be active for both livestock products at the sane
time within the sane reinsurance year. The existing policy can be
cancelled if the coverage period has ended and the producer wants to
i nsure anot her |ivestock product. Exanple: Product 1 was purchased
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for 90 days of coverage. At the end of that coverage the insured
wants to cancel product 1 and purchase product 2 during the next
sal es peri od.

SBI

The SBI data identifier is used to record/report significant business
interests infornmation related to the producer.

The conpany is required to collect and report all entities wth
significant business interests. This data will include SSN, EIN,
and share of the SBIs.

FUND

The FUND data identifier is used to record/report fund designation
i nformati on.

eDAS will generate initial fund data with fund designation flag set
to ‘'C (Commercial Fund) when premium is accepted. Conpany may
designate to Private Market Fund by resubmtting fund data with flag
set to ‘P within two Federal workdays after the acceptance date of
premium (fund | ockdown date). Exanple: prem um accepted by eDAS/ UCM
Monday, |ockdown w Il be Wednesday at nidnight. If change flag
equal s 3, conpany nust subnmit a request to Reinsurance Severices
Di vision (RSD) for approval.

PREM UM

The PREM UM data identifier is used to record/report prem um and
liability information.

I nsurance plan will determine the availability of eDAS and type of
data necessary in subm ssion of premum Prenmium i s dependent on
eDAS acceptance of agent, producer, SBI (if applicable) and revi ewer
(if applicable) and the acceptance by the UCM Coverage nay hot be
available if the UCM has been expended. Wen premium is accepted
eDAS will assign an approval nunber. If change flag equals 3,
conpany nust submit a request to Reinsurance Severices D vision (RSD)
for approval .

I NDEMNI TY

The INDEMNITY data identifier is used to record/report indemity
i nformation.

Indemity i s dependent on eDAS acceptance of agent, producer, SBI (if

applicable), premium and reviewer (if applicable). Conpany is
responsible for determning if an indemity is due and subm ssion of
data to eDAS for validation and acceptance. |f change flag equals 3,

conpany nust subnmit a request to Reinsurance Severices D vision (RSD)
for approval .

8 ACCOUNTI NG CONSI DERATI ONS
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