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Risk Management Tools
for Hawaii Ranches



Where Do We Want to Go?

• Reduced Risk?
– Reduced volatility = greater certainty
– Lower risk = lower returns
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Where Do We Want to Go?

• Reduced Risk?
– Lower volatility = greater certainty
– Lower risk = lower returns

• Manage the risk(s) we are 
willing to accept at levels we 
are comfortable with
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Where Do We Want to Go?
Risk Management Strategies

• Assume the risk
• Avoid the risk
• Reduce the risk
• Transfer the risk
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Where Do We Want to Go?
Types of Risk Preference

• Risk Averse

• Risk Neutral

• Risk Loving
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How Do We Get There?

• Better risk 
management
– Evaluate risk(s)
– Develop strategy
– Use available tools
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How Do We Get There?
Tools Available

• Insurance
• Disaster Assistance 

Programs
• Risk Analysis
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Current Federal Insurance Options

Farm Service Agency: 
Noninsured Crop Disaster Assistance Program
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Summary of Policies Sold, by commodity: Hawaii



11

Categories of Insurance

There are three broad categories of RMA
approved insurance products:

1. Yield Insurance pays indemnities when per 
acre yields are low

2. Price insurance pays indemnities when per unit 
output prices are low (currently this type of 
insurance is available only for certain classes of 
livestock).

3. Revenue insurance pays indemnities when per 
acre revenue (price x quantity) is low or when 
whole farm revenue is low due to losses in 
production and declines in product quality and 
price.
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Older
Insurance Options

– NAP Noninsured Crop Disaster Assistance 
Program - Farm Service Agency

Conclusion



How Do We Get There?
Non-insured Disaster Assistance 
Program (NAP)

• Available if there is no RMA actuarial 
offering for the commodity in the county

• Offered by the Farm Service Agency 
(FSA)

• Covers crops that are non-insurable, 
including crops grown for food, fiber, and 
livestock feed

• Covers low yields, loss of inventory, or 
prevented planting losses
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Recently Added 
Insurance Options

– AGR-Lite (started November 2nd, 2006)

More Established Products

Conclusion
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AGR-Lite
Adjusted Gross Revenue-Lite

• Approved for Hawaii, starting 
August, 2007

• Total of 35 states have
AGR-Lite available
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AGR-Lite cont.
• Whole-farm revenue insurance product, 

providing coverage against low revenue 
due to:
– Unavoidable natural disasters
– Market fluctuations

• Liability limit: $1 million annually
(less than $2,051,282 approved gross income)

• Eligible crops include most farm-raised 
crops, animals, and unprocessed 
animal products
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AGR-Lite Filing
• Five-year historical farm average revenue 

reported by IRS Schedule F or equivalent

• Current year’s farm plan (annual farm report)

• Uses one product to provide insurance 
coverage for multiple commodities

• May be used in conjunction with other 
insurance products

• File by March 15
…Ranch…

HayCalves
Grain
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AGR-Lite Course
• Provides an overview of the product, as well 

as in-depth examples of its application to 
common livestock and crop operations

Recently Established Products



How Do We Get There?
Tools Available

• Insurance
• Disaster Assistance Programs

– Supplemental Revenue Assistance (SURE)
– Livestock Forage Disaster Program (LFP)
– Livestock Indemnity Program (LIP)
– Emergency Livestock Assistance 

Program (ELAP)

• Risk Analysis
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SURE Program

• Provides disaster assistance to farms/ranches: 
– In a county where a disaster is declared by the Secretary of 

Agriculture, or 
– In a county adjacent to a declared county, or 
– Have experienced a farm wide crop loss in excess of 50 percent 

of expected production

• To be eligible, producers must buy crop insurance or 
Non-insured Disaster Assistance Program (NAP) for 
all acres of economically significant crops

• An eligible farm/ranch disaster payment is linked to the 
dollar amount of crop insurance coverage the farm 
obtains
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Livestock Forage Disaster Program (LFP)

• Provides compensation to eligible livestock 
producers who have suffered grazing 
losses due to qualifying drought or fire

• To be eligible, producers must purchase 
rangeland insurance or Non-insured 
Disaster Assistance Program (NAP) for 
all forage acres
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Livestock Indemnity Program (LIP)

• Provides payments to eligible livestock owners 
and contract growers for livestock death 
losses in excess of normal mortality due to 
adverse weather

• Does NOT have a risk management purchase 
requirement for program benefit eligibility

• Payments are based on eligible losses due to 
adverse weather conditions
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ELAP Program

• ELAP covers losses NOT covered under 
other disaster assistance programs: SURE, 
LFP, or LIP

• Payments are limited to $100,000 per year 
per person or legal entity, a combined limit 
with SURE, LFP, and LIP
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ELAP Program cont.

• Covered losses include:
– Grazing losses due to adverse weather or eligible loss conditions
– Loss of forage or feedstuffs raised by livestock producers
– Cost of transporting additional feed to eligible livestock
– Costs of purchasing additional feed above normal quantities 
– Payments for death loss above normal mortality rates
– Loss of feed intended for honeybees or farm-raised fish.
– Honeybee colony or hive losses due to colony collapse 

disorder
– Losses due to fish deaths from weather or eligible loss 

conditions
– Livestock, honeybee or farm-raised fish losses that are not related 

to adverse weather or eligible loss conditions
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ELAP Program cont.

• ELAP has a risk management purchase 
requirement:
– To be eligible for ELAP payments, producers on a farm or 

ranch must purchase insurance for each insurable crop 
excluding grazing land.

– For non-insurable crops, producers must purchase NAP 
coverage when available, except grazing lands. 

– Persons without insurance or NAP coverage may be 
exempt from the risk management purchase requirement if 
they are socially disadvantaged, limited resource, or a 
beginning farmer or rancher
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How Do We Get There?
Tools Available
• Insurance
• Disaster Assistance Programs
• Risk Analysis

– Financial Analysis
– Price Risk Analysis
– Price and Production Risk Analysis
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How Do We Get There?
Financial Analysis: RDFinancial

• Ag In Uncertain 
Times -

“Determining 
Financial Health 
(RDFinancial)” 
webinar offered 

on November 18, 
2009

• http://FarmManagement.org/
AgInUncertainTimes

• Click on 
Recordings in 

the right sidebar
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How Do We Get There?
Price and Production Risk Analysis: Risk 
Navigator tools

• Farm Management Wiki 
tool “Risk Navigator”

• http://FarmManagement.org/
Wiki

• Click on Contents >
Tools > “Risk Navigator”
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Important Web Sites

• Insuring Success
For Western Agriculture

http://InsuringSuccess.org

• Western Risk 
Management Library 

http://agecon.uwyo.edu/RiskMgt

• Risk 
Management 
Agency
http://www.rma.usda.gov
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