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SUBJECT: 2000 Crop Year Etimated Premium Discount

BACKGROUND:

The Agriculture, Rurd Development, Food and Drug Adminigtration, and Related Agencies Appropriations Act
for the fiscd year ending September 30, 2000, (Public Law H.R. 1906) authorized funds for disaster relief.
Included is $400 million for USDA to assist agriculturd producersin purchasing additiona crop insurance
coverage for the 2000 crop year. The exact amount of premium discount percentage cannot be determined at
this time because it depends upon the number of producers who eventualy purchase crop insurance at
additional coverage levels, acres planted, and dl the other factors affecting total premiums. Therefore, an
estimate must be used.

This Bulletin outlines the implementation of the 2000 crop year premium discount.
ACTION:

A. Crop Insurance Premium [ncentive Discount (Premium Discount)

The premium discount is for the 2000 crop year policies at the limited or additiona coverage levels
(buy-up). The premium discount is estimated to be 25 percent of the producer paid premium but may
depend upon a proration based on the total amount of digible producer-paid premium on digible crop
policies. The Risk Management Agency (RMA) will re-examine this estimate after March 15, 2000, to
determine if any adjustments are needed prior to the June 30, 2000, billing date. RMA will request
reinsured companies provide a specia data report as soon as possible after March 15" to fadilitate
andysis (additiond reporting indtructions will be provided later to arrive at a more accurate estimate).
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1.

2.

Reinsured companies must advise producers of the premium discount through their agent force
and other methods of their choosing.

Premium discounts for scab and/or vomitoxin are not applicable for the 2000 crop year.

B. Application Period to Facilitate the Premium Discounts

1.

Reinsured companies may accept gpplications for new or changed coverage for the 2000 crop
year for those crops with published saes closing dates between June 30, 1999, and December
1, 1999, asfollows:

Application Production/Acreage
State Deadline Reporting Date
All States 12/1/99 Later of 12/1/99 or date contained

in the gpplicable crop policy.

Current insureds may not transfer acrop policy for affected crops to another insurance
provider during this extended application period. A policy may not be canceled after its
cancedlation date unless the insured changes insurance plans while retaining the same or ahigher
coverage leve. (A change in insurance plans means any change such as Actua Production
History (APH) to Crop Revenue Coverage (CRC), Group Risk Plan (GRP) to Revenue
Asaurance (RA), Group Risk Income Protection (GRIP) to APH, Income Production (IP) to
RA, etc.).

A change in coverage must be made either on an gpplication or contract change form. Any
change is dlowed as long as the coverage increases (Catastrophic Risk Coverage (CAT) to
Limited, Limited to Additiond) or the coverage level and price dection are not lowered. For
example, awinter whesat policy at 65/100 may add winter coverage endorsement A or B; an
apple policy may add the sunburn option; a policy at 65/100 may change to 70/100, and so
forth. Price eections may not be reduced unless the reduction results from a change in
insurance plans (e.g., APH with a $3.15 price to CRC with a $3.00 price).

These policies will be considered Revised Applications for purposes of Section E.

Producersindigible for crop insurance coverage due to a ddinquent debt may satisfy such debt
and obtain coverage during the extended application period.
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5.

6.

Written agreement deadlines are extended to correspond to these dates.

An origina acreage report filed before a change in coverage is made cannot be revised unless
required due to the new insurance plan (e.g., short rated whest on an original acreage report
may be ddeted if purchasing CRC; acreage uninsurable under one plan may be added if it is
insurable under another, and so forth).

The reductions in adminigtrative expense reimbursements contained in section 111.G. of the
Standard Reinsurance Agreement (SRA) do not apply for acreage reporting dates affected by
this extenson.

Crop inspections to determine damage at the time of new or revised application are not
required.

No changes may be made to any crop policy with asdes closing date prior to
Jduly 1, 1999, (e.g., the Pecan Pilot program is a 2-year insurance contract; therefore, a pecan
policy written beginning with the 1999 crop year cannot be increased for the 2000 crop year).

C. Limitations on the Premium Discounts

Thetotal premium discount provided to any Taxpayer |dentification Number cannot exceed $80,000.
The Data Acceptance System (DAS) will include edits to monitor this limitation and advise affected
companies that the limit is exceeded if insurance is taken through more than one company.

D. Disaster Payment Crop Insurance Requirement

Producers who receive a disaster payment on uninsured crops must purchase a crop insurance policy
for their 2000 and 2001 crops.

E. Premium Billing and L oss Processng

1.

Billing -- Reinsured companies will deduct the estimated 25 percent premium discount from the
producer premium on the billing statement for billing dates on or after December 1, 1999. The
following satement must be included on the hill:

“Y our premium has been reduced by an estimated 25 percent resulting from funds made
avalable by USDA for Emergency Financid Assstance. Thisis an estimate subject to
adjustment after all acreage reports for the 2000 crop year have been received.”
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2. Loss Processing -- Thetota Claim for Indemnity for the 2000 crop year isto be reduced by
the producer owed premium after the premium discount.

Companies must refund the amount of the discount within 30 days after the date of this notice
for any indemnities from which the producer owed premium, before discount, has been
withheld.

The DAS modifications in effect for the 1999 crop year remain in effect for the 2000 crop year.
This dlows the Reinsurance Accounting System to continue recognizing the * Producer
Premium” amount as premium due from the reinsured company. Reinsured companies must
only collect and report to DAS this adjusted “Producer Premium” amount. Reinsured
companies may immediately begin submitting data with producer premium reflecting gpplicable
premium discounts.

F. Reinsurance Fund Designation

Reinsured companies may designate new policies and policies with changes to coverage as defined in
section B of thisbulletin asfollows

1. Origind application - The fund designation for a policy written on or before the origina sdes
closing date that does not change coverage level or insurance plan, may not be changed.

2. Revised gpplication - The fund designation for a policy with a change as authorized by this
bulletin may remain the same or it may be changed to afund with lessrisk exposure (i.e, a
Commercia Fund policy may be designated to the Developmenta or Assgned Risk Fundsor a
Developmenta Fund policy may be designated to the Assigned Risk Fund).

3. New application - A policy written after the origind sales closing date and before the extended
goplication deadline may be designated to any fund.

Companies must make fund designations no later than January 15, 2000. The Assigned Risk Fund
date alocation limits are waived for the 2000 reinsurance year.

DISPOSAL :

Thisbulletin is effective until December 31, 2000.



