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DESCRIPTION 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILL'R.ESOLUTION NO. SCR 4005 

Senate Agrloultw'e Committee 

□ Conference Conunittee 

Hearing Date 01/31/03 

T Nwnber Side A SideB 
1 X. 

1 

Meter# 
1991 - 4371 
4607 .. 4884 

Committee Clerk Si~ture.;.___~i:::::::~ ~IM~,4.-_________ __,1 

Minutes: 

Senator Krauter introduced and testified in favor of the resolution. This program will help 

producers make good business decisions, Farmers are tired of waiting for disaster payments. He 

handed out some materials from the web site of the Coalition of American Agrioultural 

Producers Cost of Production Insurance Project and a wheat budget input fonn (attached). 

Senator Urlacher asked where the 70 .. 90% variable oomes in? 

Senator Krauter said you have some options in the amount of coverage you choose. 

Representative Kemnan testified in support of the resolution. He has been fanning since the 

60's, This pilot program is a good way to get started insuring the bottom line. What we have 

now is almost a joke. 

Jay Elkin. a fanner and rancher from Taylor, testified in favor of the regolution. (written 

testimony) He said the Risk Management Agenoy has shelved this program after spending three 

. :~:) million dollars on it. Their reason for shelving the project are lack of producer demand. technical 
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Senate Agriculture Committee 
Bill/Resolution Number SCR 4005 
Hearing Date 01/31/03 

problems and insurance industry concern. Mr. Elkin said Agri Logic says the technical problem~ 

are minor and easy to resolve; it is hafd to conclude there is no producer demand when the 

product hasn't been offered to them and the insurance industry concerns could be from a 

perceived loss of sales, especially hail insurance, 

Senator Nichols asked if the tendency would be to go overboard on land or equipment if you 

could insure their cost or would the program use area averages? 

Mr. Elkin said land c.ost would be an average computed by North Dakota Extension, county by 

county. Mr. Elkin doesn't know about machinery costs. 

Jeff Knutson, representing the Agriculture Commissioner. testified in favor of the resolution. 

(written testimony) (meter# 3632) 

Senator Flakoll asked if forwarding both resolutions (4005 and 4010) wouM be a mixed message. 

Mr. Knutson said the resolutions complement each other and should be passed 

Senator Seymour asked who would run the pilot program, 

Mr. Knutson said the Risk Management Agency, 

Senator Urlacher ~d all crop involvement must be included in the program. 

Paul Jesperson, 4th generation fanner from the Richardton Taylor area, testified in favor of the 

hill. It is rare for the fanning tradition to carry on anymore due to the financial strain of 

production agriculture. Regarding the scenario of the two durum growers that Senator Niohols 

posed during the hearing on SCR 4010, Mr. Jesperson said the market will provide the incentive 

to get th" grain harvested in good shape. Mr, Jesperson also agreed with Senator Urlacher that 

alt orops need to be included. 
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Senate Agriculture Committee 
Bill/R010lution Number SCR 400S 
Hearina Date O l/31/03 

Senator Nichols asked about the cost figures for land and depreciation, would they use average 

figures for the area? 

Mr. Jesperson wasn't sure of the best way to establish the values but if a producer exceeded the 

average values, he would put himself at risk. 

Chairman Flakoll closed the hearing on SCR 4005. 

Senator Klein said we have two good resolutions here (met«# 4725) He distributed a 

comparison of 400S and 4010. SCR 4005 does not cover land and depreciation costs. We will 

see how these programs grow together as they move through the system. 
' 

It was moved by Senator Klein, seconded by Senator Urlacher and passed on a roll call vote that 

the Senate Agriculture Committee take a Do Pass action on SCR 4005. Voting yes were Senator 

Flakoll, Senator Erbele, Senator Klein, Senator Urlachei\ Senator Nichols and Senator Seymour. 

There were no negative votes cast. Senator Urlacher will carry the resolution to the floor. 

Chainnan Flak.oil moved on to other business of the Senate Agrloultw·e Committee. I 
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Date: is-:/4 
Roll Call Vote #: --c..-------

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. ~ 

Senate Agriculture 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken ~o l1s.s _ 
Motion Made By 

Senaton Vet 
Senator Tim Flakoll, Chait v· 
Senator Robert S. Erbele, V. Chair V 
Senator J errv Klein 
Senator Herb Urlacher I 

Committee 

------------··-

Seconded By ~ l,Jy/r;, r J...v -
. 

No Senaton Yet Ne. 
Senator Ronald Nichols V 
Senator Tom Seymour v·· 

Total (Yes) _ ____...,(,~----- No _--1o11:0:.__ _______ _ 

Absent 0 
Floor Assignment 

If tbe vote is on an amendmentt briefly indicate intent: 
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Wll'I fHMld fn tho rqUlll' COUl'H of bUllntt•• Tht photographic proc,tH Mttl ttll'ldlrdl of th• A1urtc1n N1tfon1\ ltlr'ldlrdl lnttltutt .I 
(ANll) for 1rchtv1l 111tcroft\1. NOTIClil If th• fl\Mld hMtt aboYt h lttl ltt,b\t than tM• MatH.:t. tt fl dut to th• quality of tht . ,'. 
docUll'lt bth'III fflllltd, ~ 1 ( C ~ ' u,~ »AN?t-~\"r~ 1olaalos 
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REPORT OP STANDING COMIIITTII (410) 
January 31, 2003 11 :OI 1.m. Module No: 111-11-14n 

Clntlr: Urtaoher 
lneert LCz • Tffle: • 

RIPORT OF STANDING COMMmf.l 
8CR 400I: Agrloulture COfflmlttM (len. l'llkoll, Chllnnan) recommendt DO PA88 

(8 YEAS, 0 NAYS, 0 ABSENT AND NOi VOTING), SOR~ wu placed on the 
E:leventh order on the calendar, 

(2) DESI<. (3) COMM Page No. 1 
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2003 HOUSE AGRICULTURE 

SCR 4005 
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Th• 1fcro0r1phfc fmAgt1 on thta f llm ere 1ccur1te r,productf or,1 of record• dtl lv1rtd to Modern lnfoN!lltf un 1y1tt1M for 1tcroftl1tno and 
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2003 HOUSE STANDING COMMITIEE MINUTES 

BlLllRESOLUTION NO, 4005 

House Agriculture Committee 

0 Conference Committee 

Hearing Date March 14, 2003 

.,.___T~um_ber __ ..,__ __ Si_de_A __ ----11-----Si __ de_B __ __. ___ M_et...,;.. er_#_~ 
1 X 1730-2998 3250-end 
1 X 370-486 

Minutes:Chalr Nlchola: Opened hearing on SCR 

Sen, Kragter: Handed out testimony ftorn a web site. The resolution asks the USDA to 

implement a cost of production insurance program. This would insure the fann1 not just by the 

bushel. Pilot programs should beginnhtg soon, and they want ND to be a pilot state. 

Rep, Mueller: Is this going on anywhere else? Krauter said the pilot program hao not started 

yet. 

Jay Elldn (Producert Taylor. ND): Supports with written testimony. In addition, throughout 

the meetings they have held, they have had support from the ND Grain Growers, NDFU, NDFB, 

and SW Grain. 

Be», Belier: Would you envision this is done by area or by fann? Elkin said this is commodi.ty 

specific and will evolve into a whole farm concept, Rep. Belter then asked how that would work 

because different fanns have different costs of production. Elkin said it is whole farms by acre. 

0 Elkin said premiums are based on individual fann costs of production. 

I 
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House Aariculture Committee 
Bill/Resolution Number 4005 
Hearing Date March 14, 2003 

Rm, M...U,r: But this has to be individualized because you can't spread depreciation between 

farms. Elkin said that is true, 'Ibis is no longer a one-size fits all crop insurance, Rep. Mueller 

then asked if you have to negotiate the premium. Elkin said you have to know your costs. 1his 

should make everyone better managers, 

Luce Ryen (ND Grain Growen Alaoe.): Have grower support because the current crop 

insurance program isn't working, RMA is not efficient. 

Jim Bobb (SW Gram): Supports with written testimony. This is a foiward looking product. 

Gives the ability to cover all crops that are not currently covered by insurance because it is a 

whole fann concept, 

BID, Boe: What if you get hailed out early in the season? You have to document your expenses, 

This is for those that want to farm. You have to have inputs. Higher cost producers will have 

higher premiums, But this does not help those that just want the payments and decide not to 

plant to get the them. 

Rep, Boe: What about early season disasters? Bobb said that SO% is for fixed costs and you can 

use the rest for variable costs~ such as Round .. Up. 

Rep, Mueller: How would that work? Do you negotiate your premium at the end of the year? If 

you get hailed earlyt your costs would change because you don't have spraying or harvest cost. 

Bobb replied that you select prior to planning, You will not get 100% of the insurance if you do 

not have l 00% of your expenses. 

Jef(Knudlon (Dept. of Agrleulture): Supports with written testimony. 

Ede A11mundltad (ND Farm Bureau President): 

rdl •lf td t Modtrn tnfoNMtt~ tYtt• for •tcroftt■ll'il and 
Tht 1tcroore,ihto 11111011 on tht• ft lll art ICCUl'ltt ,~oductt;:, of l'ICO Metts"!~ ... ~ of th• AMtrf ctn M1tton1L lttftdlNJI Inst I tut• 
...... ft llld tn tht ll'ft\11 ltrftclOUl'ltNOOTflC~I! '*af 't'h• 1,,•l~ot,:- .:o:'f:·~ ... ltalblt than thtl Not let, It h dut to tht qutl t~v of th• (AMII) for 1rchtv1 Ill 01'0 M• I mau .,. -I.,.,,,. m..... T:k> ~~ ~ io)aala~ 
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House Aarlculture Committee 
Bill/Resolution Number 4005 
Hearing Date March 14, 2003 

Offers soft support because there are still some tlaws that RMA (Risk Management A,ency) has 

to work out. This is still crop specific and there is quite a bit of fraud on crop specific in.Jurance, 

Also realizes you need to start a pilot program to work out the bugs. However, this product 

won't do much for those in disaster areas because your premiums will be high. 

BG, Nlclaolg~ Do you pick your level of coverage? Aasmundstad replied that you in.sure your 

expected gross income. This is not a replacement of federal crop insurance. This is just another 

insurance tool. Would like a complete overhaul ofRMA, but this is a step in the right direction. 

Chm Nk,holg: Closed diset't&Sion on SCR 400S. 
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2003 HOUSE STANDING COMMrITEB MINUTES 

BILURESOLUTION NO. SCR 4005 

House Agriculture Committee 

CJ ~nference Committee 

Hearing Date 3-23 ... -03 

T Number mde A i---__.;~~=-------'---..... SideB 
ONE B 

Committee Clerk Si ture 

Minutes: 

Meter# 

CBAIRMANNICHOLAS: LETS LOOK AT SCR4005. WHATARETBE 

COMMITrEES WISHES ON SCR 4005? 

REP. MUELLER MADE A MOTION FOR A DO PASS 

REP. KELSCH SECONDED THE MOTION. 

THE ROLL WAS 11 YES O NO 2 ABSENT 

CHAIRMAN NICHOLAS CARRIED THE RESOLUTION 

CHAIRMAN NICHOLAS CLOSE ON SSCR 4005 
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Date: 
Roll Call Vote #: 

2003 BOUSE STANDING COMMITl'EI ROLL CALL VOTES 
BILL/RESOLUTION NO. 

House AORJCUL1tJRB COMMnTBB 

0 Check here for Coaference Committee 

Lealslative Council Amendment Number 

Action Taken 1)(1 p~ > 
MotionMadeBy ~/NII"~ SecondedBy tCb~r/4 

ReDNHlltadv• Y• No Renretentadve1 Y• No 
CHAIRMAN NICHOLAS L .. 

VICE CHAIRMAN POLLERT C--

RBPRBSENTATIVB BELTER "-

REPRESENT A TIVB BOEHNING '-- . JJ/JJ t ~ 
REPRESENTATIVE KELSCH '--

REPRESENTATIVE I..,./ 
1 KINGSBURY 

,.... REPRESENTATIVE KRBIDT 
'.RBPRESBNTATIVE UOLBM -
REPRESENTATIVE t_. 

WRANGHAM 
,,; REPRBSBNTAT)VE BOB 

REPRESENTATIVE FROELICH ~ 

REPRESENTATIVE MELL.BR L. 
REPRBSENTATAIVE ONSTAD c:.-, 

Total (Yes) 1/ No 
C) 

Absent 
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RIPOlff OP ITANDINQ COIIMl1TII (410) 
March21,200S 11:11 p.m. 

RIPOlff 01' STANDING COMMITTII 

Module No: HIW1-1411 
Carrier: NloholM 

1""'1 LC: • Tltle: . 

ICR 400I: Agrtoufture COfflmltlN (Rep. Nlcholal, Chalfflllll) recommende DO PAIi 
(11 YEAS, 0 NAYS, 2 ABSEN1 AND NOT VOTING). SCR 4005 was pfaced on the 
Tenth ordtr on the calendar. 

(2) DESK, (3) OOMM Page No. 1 

11,e 1tcrotraphfo fMlttt on thf• fl t11r11ccur1t1 rtpfocbtttone of raoordt dtlfv.rtd to Modern IMOl'tllltf on tYtt• fe-r 1torofH1lr11 and , 
wert ffllltd fn th• rttUltr oour11 of Mfnttt, Th• photographto proctu IHtt 1tandlrdl of the Allllrtc.., N1tt•l ltandlrdt IMtftutt .J 
(Mil) for 1rohfv1l MforofflM, NOTICII ., th•,,,_ fffllr,t lbo\lt ,. lu• l11fblt thin thl• Mottet, ft,. due to tht qualttv of tht 
doctalnt btfnt fflMd. ~ ~5\ C"\~ ) f' l C.' ,: Jw.A?,,,. * ~h~~ 1oaa,a ,_ 

0ptr1tor'• 111Mturt Datt 
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2003 TESTIMONY 

sea 400s 

Th• 111fcrographfc f1111c,t1 on thf• fft111 art 1ccur1t• reproductfon1 of recordt dtlfv•red to Modern ln1oNMtlon ty,tw for 111tcroftl11lno and 
Wtrt fl ltMd fn the r1c,ul1r courtt of bulllne11. Tht photographic proce11 111ttt1 etandardt of the Amert can Nat tonal lt1nd1rdl lnttf tut• 
(AMSI) for 1rchlv1l MlcroffLM, NOTICE, If th• ftlmtd 111110• above,. l••· l~lblt thin tht1 Notice, ft iG dut to the qu1lttv of tht 
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Coalition of American Agricultural Producers Cost of Production Insurance Project 

Cost of Production Insurance Defined 

What I• Cott of Production losurance? 
What commodltlta am covered? 
What coats are covered? 
WhQt I• considered Income? 
What Ja tht coverage ftvol? 
What 1Yol• of coverage wm be made available? 
How 11 the Indemnity caiculatect under lndlvldual commodity Coverage? 
How much wm tht premluma be? 

Wbm •• Coat of Production ln1uratta1 

Paae l of 4 

Several components comprise COP Insurance. Components lndude: Commodities to be covered, 
coverage levef, coats to be covered, whole-farm or Individual commodity coverage ... 

The goal of COP Insurance Is to provide a safety net for producers that can be delivered at a cost that 
makes economto sense. Meetings will be held With producers around the country and define the needs of 
lndlvldual commodities as the detalls of COP Insurance are further developed, 

BacktQ..ToR 

What eommodlt111 are covered? 

Under the RMA contract, 12 crops (program and specialty crops) are being researohed and a program 
developed. The commodities lleted In the followfng chart were Included In the RMA task order. We are 
hopeful that additional commodities wlll be covered by COP Insurance. 

Commodities Included In the Cost of Production Insurance Task Order 

Almonds 

i 
Onions =-~ .. --.. ..., 

Apricots Peaches 

Com Rice ----Cotton rna I (Upland) 

I I I I 

httt):/ /www .agcop.com/definition.htm 1/31/2003 
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Coalition of American Agricultural Producers Cost of Produotion Insurance Project 

Baokto TOR 

What uoata lrt GoYtrtd? 

Cranberries 

Nectarines 

arcane 
t(No 

Durum 

Page 2 of4 

Coats to be covered are typlcally considered variable costs. In addRlon1 a t•nd fee payment, or Its 
equl\Jalent In the caae of owned acreage, will be Included as a covered cost In the base polloy. Other 
fixed expenH11 lndudlng depreciation, will be Included as covered costs. 

Below la a aample of budget categories to be covered as expenses under COP Insurance, and Is by no 
mean• a complete list. 

The lncf uslon/exoluslon of specific fl>eed cords can haVE, a significant effect on the effectiveness of this 
program for some producers. Any change In what Is lnoluded or excluded can have a corresponding 
effect on the amount of payout and the corresponding premium. Regional meetings wlll be held with 
producers, commodity groups, Insurance agents, and lenders where they wlll be able to provide Input as 
to what cost should be covered for their commodity. 

Bsokto Top, 

What Is considered 1ncom1? 

Income Is the monies received from the sale of the Insured orop, commodity rspeclflo government 
paymenta1 excluding ad hoc dlaster payments (Fixed payments, formerly AMTA payments, are not 
Included), and other allowable sources of lnoome detailed In the crop or speolal provisions Including the 

, \ value of appralaed production and production not sold • 
.... ._,,/ What 11 tb• coy1r1g1 ltYtl? 

http ://www ,agoop,com/definition.htm 1/31/2003 

Th• 11tfcr09r1phto f11111tt on thl• ff 11111r• 1ccur1te rtproductfons of r1cord1 dtl tvertd to Nodtrf'I lnfort111tfon •v•t• fot· 111icrofi l111tno and 
Wtrt fflftlld 1n the reoultr cour11 of buttn.11. Yht photographic proo111 111Ht1 1ttndlrd1 1)f \'ht Amtrtc1n Mattor.al s111ndlrdl lnetttutt J 
(AMII) for 1rchfv1l intcrofHm. NOTICl!I If tht ftlrntd 1111101 above fl ltll lttlblt than 'thf• \,otfct, ft ,. dut to tht quality llf the / 
doc\ntnt btlnt f1 l!Md, -, . ~ ). t\_ ~ ~ t'~ \ I , ~-1 . u, >,. ~~u~ .~i» t °' aa,1J3. _ 

0ptr1tor 11 slunaturt D1t1 
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Co1tlition of American Agricultural Producers Cost of Production Insurance Pmject Page 3 of 4 

The bae coverage percentage wfll be 70 .. 90 percent coverage level at e percent Increment,. 
Correlpondlng lower level• of coverage will allO be offered at a reduced premium. It 11 al8umed that 
, there wm be government subsidy for the first 90 percent of coverage. 

The level of government subsidy may vary but It le anticipated that It may be near 50 percent of 
aotuarfally determined premiums, However, Agrlloglo, Inc, anticipates the Government subsidy to be at 
least the same aa what 11 currently offered for the same coverage levels, 

~ 

What types of coveraa• will bt made available? 

Individual commodity coverage offered will be similar to existing orop Insurance plans. The Cost of 
Production Insurance policy to cover Individual commodities will be more risky to the Insurance 
underwriter and thus more expensive to purchase than the whole-farm Insurance. Curt'ently, Individual 
orop coverage la being developed, As more crops are Included, whole .. farm coverage comes close to 
being a reality, 

Baoklo Top 

How Is the Indemnity calculated under lndlvldual Commodity coverlft7 

INDEMNITY PAYMENT: 

Actual Yleld • Price Received + Government Payments - 90% of the Cost of Production 

Example 1: 

Soybean Income: 20 bushels/acre x $5.00/bu ~ $100.00/aore 
Soybean Ellglble Expenses= $115,00/acre 
Coverage: 90% of documented c<>st of production 

Indemnity calculation: 

$100.00 .. ($115.00 x 0.90) = $3.50 per acre Indemnity payment 

http://www. agcop,com/definition.htm 1/31/2003 

Yht •fcr09raf)hfc lmegtt on thf• ftlM art 1ccurate reproductfM• of rtcordl dtlfvtrtd to M*r" lnfol'Mlt1on Sytt• for 111tcroftlMfng end 
wer• ff lmtd fn the retular courae of bulintH, The phot09raphfo proceaa ll'!Mta 1t1i1ndardt of the Amerf c.n M1tf onail Standardl lnetftutt J 
(ANSf) for 1rchfv1l Mfcrofftm, NOTICE, If the fflmed lme~ above ft leaa letfbl• than thfa Notice, ft It due to tht qualf~y of tht 
docui,ent ~•rt fHIMcl. ~ t\ C: \ ~- ) I f Tu,,., N\ d½.~~\b." ,~j'D tQ a~os 

0ptr1tor11 slonature Datt 
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Coalition of American Apicultural Producers Cost of Produotion Insurance Project Pap4of4 

8,oktoTw, 

How much w111 UM pr,mlum• bt? 

The calculation of h premium Wlfl be on an lndlvldual producer ba1II. Befow, we have tnduded • 
concept for the Clfoutdon of the premium that could be adopted as the COP Insurance pfan le fUrther 
developed. 

Premium CllculatJon Concept: 

After • bale rate for the county hat been calculated for a commodity, the premium for an lndlvldual 
producer wtll then be determined baaed on almKar prlnclpaJ1 •• auto or home ln.urance. 

ttlm1 to be uHd In determining the flnal premkJm: 

• C.OUnty ecerage ylefd and vlriabUlty 
• county average profit mar;Jn variability 
• Produoet y'8kt hfltory and yield variability 
• Produoet documented expenses 
• Pr"C>duc:s profit margin 
• Coverage level elected 

Thus we would rtsk rate each enterprise If Individual commodity coverage were selected, When whote 
farm cov.-age it Nlected the rtak rating would lndude the correfation matrix of net returns above 
variabfe cotta that would be developed fot uch combination of commodities and would thus lower the 
coeta on a per acre/unit of coverage. 

Back to TOR 

s.nd comm.nit, qCJf8tlon•, or problem• to wtbmaattr, 

http://www.agcop.com/deflnition.htm 1/31/2003 
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WhHt Budget Input Form 

•Denote.I required tleld 
,~ NOT2: l'orflelddNcrlptJona p1Nn,.. ,_,.. J-3 
I • 

i SW. 

County i ] 
NNNtlt Town I I 

ludgetY .. , I I 
Crop I 

Fertilizer I ' Chemlcal1 i ] 
Seed I I 

Fuel, Lube, Utllltl•• i i 
Repalrt and Maintenance I I 

HINMtLabor i i 
Other Labor i 

• 0 Cu.tom Appllcatlon■ I 
• 

Harvesting i I 
Irrigation I I 

other V■rl■ble Costa 

• 
i 

Operating Loan Inter.at t I 
LandFHs i I 

Commodity lnaurance I I *not covered 

Capital Replacement I i 
Price per bu 

other Fixed Expen••• i i Budgeted Production Units 

TOTAL I I 
AgrtLoglo 
PO Box9990 
College Station, TX 77845 

1:.) Fax: 979-890-2121 

ZlpCode I i 

I 

Actual Yleld Per Acta 

1h1 i I 
1"2 i i 
1993 i i 
191M I i I 

j 

1995 I i I 
I 

1996 i i 
1997 i i 
1991 C i 
1999 r I 
2000 I ... i 

I I 

Th• •f croortl)hf c tmetH on thf• ff h1 •r• 1ccur1t• reproductfOM of recordl dtl fvertd to Modern lnfo!Wtf on IYlt• for 1toroff l■lno and 
wer• ff lNd fn the rttular cour11 of bultne11. Tht photographic proce11 MNU 1tlt'ldlrdt of the AMertcan National lttndlrdl INtttut• .J 
(AMII) for 1rchfv•l Mfcrofflm, NOYICEI If th• fllffltd 11MDt abovt ,. l••· leo1blt than thl• Motte,. ft fl dUt to th• qualttv of th• : 
~t bttnG f Hlllld. r--....t::.. l t'-. C.'\~'ft-.. \ · , D ,~ ,.,., 8' ..... \,,)G;\~b-" ,:\'§JV I a, aatos 
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Wheat Budgtt Dt1crlptlon and Data Entry fnstruct1on1 

field Name Description Example 
Data Origin Deaoribes the area that the State, Dlttrlct, County. Other State 

budget repreaenta 

Crop Describel the commodity grown Spring Wheat, Winter Wheat 

Fertfllzet Nitrogen, Phosphorus, Phoephate, 
Potaa•lum, Potash, Lime, etc, 

Chemloal■ Chemicals used In production Adjuvants, funglofde, herbldde 

' 
lnsectlclde, growth regulators , Seed Seed, plants, replacement trees 

Fuel, Lube, UtilttJea Dies., gas, electricffy, oll, gl'Hle 
propane, keroaeno, 

Repairs and Maintenance Repalt'9 and maintenance 
of facllltlea and equipment 

Hired Labor NOT HARVEST OR PACKING Operator labor, Irrigation labor, 

0 
LABOR spraying, application labor 

other Labor OWner labor, management fee, 
unallooated labor 

Custom Appllcatlons Includes Labor and Material Aerial spraying, custom spray, 
custom fertlllzernlme 

Harvesting Expenses assodated with harvest Chemicals, harvest aids, 
labor, variable co,ts 
associated with harvest equipment 
(fuel and repair), checkoffs 
asseessments, marketing, comml'8lons 

Irrigation Water charge, Irrigation fuel and repair, 
NOT Labor, levee gate, Irrigation supplies 

other Variable Costs All variable costs that can not Bee rental, supplies, miscellaneous, 
be categorized above technology fee, scouting, 

survey and bulld levee 

Operating Loan Interest Only Include Interest on operating lntereot on preharvest cost 
Expense expense .. Do not Include Interest 

on machinery, equipment or land 

~ 
.J 
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field Name P11ortptlQD Example 
LlndFNI Repreeente a retum to ownet'lhlp C..h rent 

of land • can be ,..,.... rat• or land 
ownerahlpcott 

Commac:Hty lnaurance The amount paid by the producer Premium for Insurance on thla 
commodity (wHI not bt covend) 

OapffalReplacement Colt to replace capltal equipment .. Implements, tractors, bulldlnga 
typloally wfll "- represented by planters, pfowa, fuel tanks, 
depredation txpense self-propelled equipment 

other Fixed E>cpen1H Expenaec aaaigned to the wtK>le Accounting, property taxa, 
farm and not to a particular Insurance, office, Investment repairs 
commodity Interest on real estate, equipment, 

bulldlnos, organization duea 

Price per ~ Price racetved for crop year $2, 75 per bushel 

Budgeted Production Units Representt the yield that the 50 cwt. per acre 
expenses are associated wfth 

0 

0 

. . ' . 
, ,, t , .• , r, •, f'•'' f ,-, ; ,,IJ ; '. 
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Roger Johnson 
Agriculture Commissioner 
www.agdopartment.oom 

icul 

600 E Boulevard Ave., Dept. 602 
Bismarck, ND 58505-0020 

Testimony of Ro1er Johnson 
Agrieulture Commissioner 

Senate Concurrent Resolution 400S 
Senate Agriculture Committee 

Roosevelt Park Room 
January 31, 2003 

Phone 
Toll Free 
Fax 

(701) 328-2231 
(800) 242-7635 
(701) 328-4567 

Chairman Flakoll and members of the Senate Agriculture Committee, I am Agriculture 

Commissioner Roger Johnson. I am here today in support of SCR 4005, urging the United States 

() Secretary of Agriculture to implement a cost of production insurance pilot program, 

As a member of the National Association of Departments of Agriculture (NASDA) and 

Chainnan ofNASDA 1s Rural Development and Financial Security Policy Committee, cost of 

production insurr.nce has been a high priority issue that I have been working on since 1999. 

Realizing the need for and advantages of a cost of production insurance program, NASDA and 

the Farm Credit System contracted with AgriLogic, Inc to research and analyze the concept. An 

extensive amount of work has been completed on this project with a pilot program proposal 

covering 12 crops submitted to the Federal Crop Insurance Corporation (FCIC). As of this time 

and unfortunately, the FCIC Board has tabled the proposal. The Information on this Cost of 

Production Insurance project can be found online at www.agcop.com 

, t Id t Modtrn lnfoNMtfon tytttMI for •f croft l■fna Ind 
fht ■fcrotrlPhto tmas,H on thf• ff ht art eccur•t• reprocutlons of reeordl •~.V:~enda~dl of th• ANrtcan N1ttonal ltandlrdl lnttttut• 
wert ft \Nd fn tht rqultr cour1t of bUllntf•••h Tfhl,ne:t:-:~:o:cr:•r•~lt01b\t than thh Mottet, It ft wt to tht qutlt~V of tht 
CAIIII) for 1rchfv1l •f•r•fll•• NOTICE• 1 t • ~ ~ I 
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NASDA policy supports cost of produ~tion insw-ance and NASDA recommended that it be u key 

component of the farm bill, Attaohe<.! is the section of"NASDA 's 21'1 Century Farm Policy 

Initiative" supporting the development and implementation of cost of production insurance. 

I believe that a whole-fam1 cost of production Insurance program could ultimately become a 

comprehensive low-cost insurance program, The substantially lower risk of insuring the cost of 

production on the entire fann should reflect reduced premiums in relation to the coverage of 

individual crops and units. 

However, a pilot program covering a Hmited number of commodities must first be hnplemented 

to expand coverage to all crops and possibly livestock before who(e .. fann policies can be offered. 

I strongly agree that a cost of production insurance pilot program should be immediately 

implernented. 

Chainnan Flakoll and committee members, I urge a do pass on SCR 4005, I would be happy to 

answer any questions you may have. 

· tel t Modi 1nfo1Wtton tytt• for •1crof H■tne and 
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Lou Prottctlon: So many factors are out or the control of even the best farm managers. Thus, the farm blll should provide a way for 
productts of all corM\Odtlts lo Mmlt their losses to no more than 10 percent of their cost of produotlon through a cost of prodoatfon 
lnaurance program. 

Envfronmental Sttwardlhlp: The farm bUI must consider the flnandal burdens of environmental compllance and therefm provide 
Incentives and cost sharing opportunities to responsible producers who employ environmentally sound on-farm management 
p(ICtlen. 

PIIOV1DING A SAFm Nn FOA PIIODUCEIIS 

NASDA1a farm Income safety net proposal fosters flnanctal vlabUlty and maintains planting flexlblllty through a combination of cost of 
pmductlon•based commoctty lnsuranc, and counter cydloal price asslstance, both of which comply with the United States• 
comml1menta under the Wond Trade Organization. Furthermore. In keeping wfth the prlnclples outllned above, NASDA1a proposal Is 
also designed to be bUy a 11safety net,• under which producers would still be t)(posed to economlo rtsk1 but not ruin, The plan Is 
based on goal of supporting prices at 90 percent of the cost of production. It ptOVldes a coooter ayctlcal payment that would be 
trfggtl'ld by a price drop below 90 percent of the natlonaJ average cost of production ( 1998· 1999), augmented with an Insurance 
program that allows producers to re-coup up to 90 percent of their Individual cost of production, 

By targeting a national average cost of production, the counter cyclleal program Is truly responsive to the state of the national fann 
economy. The cost of produotlon Insurance allows farmers to address their Individual circumstances, And, at the 90 percent level, 
the marginal costs to the federal govemment of undeiwritlng the Insurance policies are capped In a fiscally responsible manner, 
Further, fraud and abuse are prevented: farmers would have lo lose money, out-<lf•pocket, to receive a payment: thus the system 
can't be •gamed.- Final~, Md perhaps most Importantly, the 90 percent level for both the counter cyclical and the cost of productlon 
Insurance programs wouldn't encourage overproduction of covered commodities. 

Colt of Production lnsur,nc, .... NASDA believes that an effective commodity Insurance program, with accountablllty to the 
American taxpayer, should be the backbone of commodity support polk:y, Cost of produotlon-based Insurance would provlde 
protection for up to 90% of a producer's documented costs of produotlon. It would add to the existing array of crop Insurance products 
an additional risk management tool that famie~ currently do not have, Cost of produotlon Insurance CO\lerage provides the 
participating producer with a true •safety ner ctllowlng him to rest assured that he wlll have no more than a 1 O percent out-of •pocket 
loss In any given year. Farmers would be !ndlvldually rated In terms of premium levels; beginning fanners without a produaUon history 
would receive a greater premium discount. 

one of the benefits of cost of produotlon•besed Insurance Is Its relatively straightforward structure, A partfolpating farmer would be 
required to document all production e)(pense&. Then, he would determine his gross Income from sales of his crop and any 
govemment assistance payments he may have received. If that total Income exceeded 90% of his documented cost of produotlon, 
the producer would receive no Indemnity payment. If, due to mari<et conditions, weather, disease, or other events beyond the 
produce~s control, his total gross Income Is less than 90% of his cost of production, he would receive an Indemnity payment for the 
difference between his actual receipt& and 90% of his cost of produotlon, 

Although cost of production Insurance was Included In the Agricultural Risk Protectlon Act of 2000, NASDA recommends that ari 
addlUonal $1 blUlon be provided annually to e,cpedtte the development of cost of produotlon pollcfes, Initial commodities to be oovered 

1.__J by the cost of produotlon polloy should lnolude fruits and vegetables1 nursery, vltteyard, seed and tree crops, livestock and milk, We 

' NASDA1s 21 • Century Farm Policy lnlllallve Working PMlnershlps to S8/Ve Aorlcu/ture 
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also recommend that addttlonal premium subsidies be provided to growers of these crops, recognizing the fact that no counter cyclloal 
assistance program exists for them though they are experiencing the same marltet dlfflculUes as growers of major ffeld crops. 

B,glnnlng FtnnMI- Beginning farmers often have difficulty In securing adequate financing, Start-up farm operations are 
typlcally highly leveraged with mlnlmal cash•fk>w margins. These financial conditions Increase risk and loan positions for lenders, 
The lo8s risk may also be a deterrent for some to enter the business. 

In many caaes1 btglMlng farmers do not own farmland. ThosA who do own farmlsnd often have the real estate financed by one 
lender and look to another lender fO( amual operating financing. Operating losses pose the greatest risk for hlghly leveraged 
operations since equity In a800f1dary collateral sources Is not usually avallable for the refinancing of operating repayment 
shortfalls. Coat of produation lnaurance would greatly reduce the risk of operating loasea to both btglnnlng farmers and their 
lendm. Landers would be much more comfortable and WIiiing to provide adequate operating loans to beglMlng farmers If a true 
Cost of production Insurance plan were In place to help ensure the repayment ablUty of the loans. 

Counter Cycl/c,I AQ/,tinc.- NASCA supports efforts to Increase baseline agricultural spending over the next ten years In order 
to provide a reliable and effactlve safety net. However, we recognize that the U.S. must balance such support with Its obllgadon 
under the wro•s Namber bo)(• spending classification not to t)(ceed $19 bllllon. To best accomplish this balance, NASDA proposes a 
counter cyclloal (CC) payment plan for major field crops and mUk, 

Counter cycllcal payments would replace the current system of ft)(ed payments to producers of mll.jor field crops that have been 
supplemented with annual1 off-budget ad hoc economic disaster payments. Predictable payments would be made at tlmeo when 
market prices are Inadequate and would be trfggerec/ If prices were below 90% of the average of the 1998 and 1999 economic cost of 
production, NASCA1s members believe govemment assistance should be counter oycUcal In nature to protect producer's Incomes 
when prices are low, yet minimize mari<et dlstCJrtion and save taxpayers1 money when prices are stronger. Counteroycllcal payments 
allow government support to be adjusted qulckly1 up or down, In response to mari<et condltionn. NASDA's counter cyclloal program Is 
designed to meet all U.S. commitments under the so-called •amber bot of the WTO. NASCA members remain convinced that this 
program Is a necessary step not only for the economic stablllty of domestic producers, but to demonstrate to our trading partners that 
the U.S. Is serious about using all the tools available under WTO to1 at a mlnlmum1 maintain U.S. market share. 

The proposed Counter Cy~llcal Payment plan would ... 

• Provide &tablllty by supporting U.S. producer, at a sustalnabla farm revenue: 

• Be avallable to producers of corn, wheat, sorghum, barley, oats, rice, cotton, 
soybeans, and mllk; 

• Consist of both a fixed, and a varlable payment; 

• Replace AMTA payments; 

• Fulfill alt WTO Amber Box commitments, 

NASOA's 21 11 Century Farm Polley lnlllatlve Working Partnerships lo Serw Agr/cu/lute 7 
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TESTIMONY ... SCR No. 4005 

I am Jay Elkin. I farm and ranch in southwestern North Dakota, speoiflcally Taylor, N.D. I 
began my career Jn production agriculture in 1980. l also experienced my first crop failure, due 
to drought. Fortunately, the fann program addressed natural disasters at that time. I also had 
crop insurance, specifically Multi-Peril Crop Insurance (MPCI). In the past 23 years many 
changes have taken place within my farming operation such as farming pracdces (no-till), 
marketing practices (hedging crops, futures, contracting), size of my operation, as well as, the 
costs of doing business (production related costs). However, a part of my operation has not kept 
up with the changes I've had to make in order to stay in business. I am still provided with MPCI. 
MPCI, in my opiruon, has not kept up with cost associatr.d with the production of a crop. I, as 
well as many other producers, have this traditional type of insurance that can no longer be 
expected to meet the full extent ofa producer's needs. I feel that there are too many MPCI plans 
and that they are not only confusing but simply do not cover losses producers are experiencing. 
due to natural disasters. low prices. and sky~rocketing production costs. 

Senate Concum:nt Resolution No. 400S which asks for the implementation of a cost of 
production insurance pilot program will send a strong message (to USDA and RMA) that there is 
a need for refonn of insuraY1ce provided to Ag producers. 

The future of North Dakota, in my opinion, depends greatly upon Ag related industry as weU as 
it's producers. I also believe that production agriculture is the economic backbone for this, state 
and this wilJ continue. But for production agriculture to survive, we need to attract young people 
back or at the very least, keep younger people involved in agriculture. The only way I see this 
happening is by lessening the risks associated with production agriculture. The correct type of 
crop insurance, for my farm operation, is one way by which I can lessen the financial risks 
associated with Ag production, It is evident that changes are needed in order to attract young 
people back and into Ag production. 

I believe that Cost of Production Insurance will make it easier for a beginning farmer, as well 
as an established producer such ac; myself, the ability to show a lending institution debt 
serviceability due to production costs. Cost of Production Insurance would offer some stability 
to producers. Producers suffering a loss would no longer be living from disaster bill to disaster 
bill. 

Cost of Production lnsmance allows the producer the opportunity to cover a majority of the 
costs associated with the production of a crop, This concept which was developed by Agrilogic, 
a private consultant finn, and the Risk Management Agency allows producers the ability to 
insure up to 90% of one's documented costs, including land and depreciation costs. The 
producer would be allowed the opportunity to choose his or her level of coverage (similar to hail 
insurance) not to exceed one's costs associated with the cost of production. The proposed cost of 
production concept would, I believe, greatly enhance a producer's ability to survive a natural 
disaster, as well as, low prices while limiting the federal government's budget exposure to 
agriculture. 

The project has been completed and the Risk Management Agency has shelved this project 
after spending over three million dollars and two years of time developing it. Their reaso~s are 
no producer demand, technical problems. and insurance industry concern. 

I urge you to support this resolutio~ for with this resolution, the 58th Legislative Assembly of 
North Dakota will send a strong clear message to USDA, RMA, and our congressional 
delegation that it is time for a change. Thank you for your time. 

\),1,11-\Ar ~, ~~·t-
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SIDE-BY-SIDE COMPARISION OF SCR 4005 AND SCR 4010 

SCR400S 
1 la only a pilot program, 

2 

3 

lnlilal phue lncluclea only three crops 
produced in North Dakota: Com. soybeans & 
wheat, 

Coven 70-90 percent of variable costs and O 
percent of fixed costs, thereby provi<fing 
significant financial risk to producers. 

SCR4010 
It a full-scale propm. 

Covers ill comm&Dtie1 produr:&I on a fann 
whether in North Dakota or any other state in 
the U.S. 

Coven variable iid f1xid co1i, eftecfiveiy 
providing a higher level of covenge. 
Coverage would be based on an individual 
producer's true. actual, historic and total cost 
of production. 
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600 E Boulevard Ave., Dept. 802 
Bismarck. ND 58505-0020 

Tettlmony of Roaer Jolua1on 
Aarlculture Commissioner 

Senate Concurrent Re1oludon 4005 
Boue Apieulture Committee 

Peaee Garden Room 
March 14.2003 

Chairman Nicholas and members of the House Agriculture Committee, I am Agriculture 

Cnrnmissloner Roger Johnson. I am here today in support of SCR 400S, urging the United States 

0 Secretary of Agriculture to implement a cost of production insW'8llce pilot program. 

0 

As a member of the National Association of Departments of Agriculture (NASDA) and 

Chairman ofNASDA's Rural Development and Financial Security Policy Committ~, cost of 

production insurance has been a high priority issue that I and others have been working on since 

1999. 

Realizing the need for and advantages of a cost of production insurance program, NASDA and 

the Fann Credit System contracted with AgriLogic, Inc. to research ar1d analyze the concept. An 

extensive amowit of work has been completed on this project with a pilot program proposal 

covering 12 crops submitted to the Federal Crop Insurance Corporation (FCIC). As of this time 

I' 
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and unfortunately, the FCIC Board has tabled the proposal. Information on this Cost of 

Production Insurance project can be found online at www.yQop.com 

NASDA policy supports cost of production insurance and NASDA recommended that it be a key 

component of the farm bill. Attached is the section of"NA.SDA 's 21'1 Century Farm Policy 

lnlttattv,'" supportina the development and implementation of cost of production insurance, 

including ~fits this insurance product would provide for financing begfonina farmers. 

I believe that a whole-fann cost of production insurance program could ultimately become a 

comprehensive low-cost insurance program. The: substantially lower risk of insuring the cost of 

production on the entire fann should reflect reduced premiums in relation to the coverage of o individual crops and units. 

,·"·'': ··:: . . ' 
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However, a pilot progr,un covering a limited number of commodities must first be implemented 

to expand coverage to all crops and possibly livestock before whole-farm policies can be offered. 

I strongly agree that a cost of production insurance pilot program should be immediately 

implemented. 

Chairman Nicholas and committee members, I urge a do pass on SCR 4005. I would be happy to 

answer any questions you may have. 
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Senate Concurrent resolution No. 4005 

Mr. Chairman, committee members, 

Good-morning my name Js Jim Bobb, and I live southeast of Taylor. I'm a 
sidewalk farm.er; I spend my days' as Grain Division Manager for Southwest Grain and 
my night's grain farming south of Taylor. 

rm here today in support of SCR 4005 and am thankful that the North Dakota 
legislative assembly has considered encouraging the United States 'secretary of 
Agriculture to implement a cost of producdon insurance pilot program giving producers 
such as myself another risk management option. 

Why would I believe in cost of production insurance verses the CUJTent crop 
insurance risk management tools? I been very fortunate, in 17 years of fanning 1 have 
only collected once. in 1988 due to severe drought yet I have continued to carry crop 
insurance every year. 

Each spring as I plan for the up-coming growing season I set fl goal to out
produce my past highest yield~ with this goal I can assure you that I don't plan on 
collecting crop insurance, but with this go~l I acquire expenses. 

I need crop insurance to ease the stress on my tender (it's a requirement I think). 
The proposed cost of production insurance concept has a built in mechanism to prevent 
fraud, with a whole fann concept verses current units, lessening the temptation to shift 
production. Cwrent MCPI and revenue enhancing products have a pre bushel price 
established multiplied by APH (actual production history) and percentage selection of 
coverage to detennjne a gross possible payable, which in recent years have proven to be 
less than adequate. Cost of Production Insurance would cover up to 90 percent of the 
producers actual documented cost of producing the crop up to the time a loss is sustained 
thus giving me the ability to repay my operating and fixed expenditures. 

If a pilot program receives acceptance a whole farm concept could be 
implemented, this would reduce risk that North Dakota producers assume every time a 
unique or specialty crop is planted before an insurance program is developed. 

Premium structure for cost of production insurance is based off of a producers 
historical costs and loss ratio not against an participants. 

In closing I believe that Cost of Production Insurance would greatly enhance my 
ability to survive a disaster and limit my need for financial relief from the federal 
govemment. 

Thank~you, for your time. 

ciptr1tor • 1\tn1tur• , 
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TESTIMONY-- SCR No. 4005 

Mr. Chainnant committee members -- Good morning. 
I am Jay Elkin. 1 fann and ranch in southwestern North Dakota, specifically 
Taylort N.D. 

Before I begin my testimony on behalf of Cost of Production Insurance, I want 
to thank the Legislators responsible for putting forth a resolution that I feel is 
important to Ag producers not only living here in North Dakota but throughout the 
USt Senator Aaron K.rauter, Senator Herb Urlacher, Senator Robert Erberle, and 
Representative Jim Kerzman. Thank you. 

I began my career in production agriculture in 1980. I also experienced my first 
crop failure, due to drought. Fortunately, the fann program addressed natural 
disasters at that time. I also had crop insurance, specifically Multi-Peril Crop 
Insurance (MPCI). In the past 23 years many changes have taken place within my 
fanning operation such as farming practices (no-till), marketing practices (hedging 
crops, futures, contracting), size of my operation, as we11 as, the costs of doing 
business (production related costs), However; a part of my operation has not kept 
up with the changes Pve had to make in order to stay in business. I am still 
provided with MPCI. MPCI, in my opinion, has not kept up with cost associated 
with the production of a crop. I, as well as many other producers~ have this 
traditional type of insurance that can no longer be expected to meet the full extent 
of a producer's needs. I feel that there are too many MPCI plans and that they are 
not only confusing but simply do not cover losses producers are experiencing, due 
to natural disasters, low prices, and sky-rocketing production costs. 

The future of North Dakota, in my opinion, depends greatly upon Ag related 
industry as well as it's producers. I also believe that production agriculture is the 
economic backbone for this state and this will continue. But for production 
agriculture to survive, we need to attract young people back or at the very least, 
keep younger people involved in agriculture. The only way I see this happening is 
by lessening the risks associated with production agriculture. The correct type of 
crop insurance, for my fann operation, is one way by which I can lessen the 
financial risks associated with Ag production. It is evident that changes are 
needed in order to attract young people back and into Ag production. 

I believe that Cost of Production Insurance will make it easier for a beginning 
farmer t as well as an established producer such as myself, the ability to show a 
lending institution debt serviceability due to production costs. Cost of Production 
Insurance would offer some stability to producers. Producers suffering a loss 
would no longer be living from disaster bill to disaster bill. 
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TESTIMONY-- SCR No. 4005 

Cost of Production Insurance allows the producer the opp9rtunity to cover a 
majority of the costs associated with the production of a crop. This concept which 
was developed by Agrilogic, a private consultant finn, and the Risk Management 
Agency allows producers the ability to insure up to 90% of one,s documented 
costs, including land and depreciation costs. The producer would be allowed the 
opportunity to choose hjs or her level of coverage ( similar to hail insurance) not to 
exceed one's costs associated with the cost of production. The proposed cost of 
production concept would, I believe, greatly enhance a producer• s ability to 
survive a natural disaster, as well as, low prices while limiting the federal 
government's budget exposure to agriculture. 

The project has been completed and the Risk Management Agency has shelved 
this project after spending over three million dollars and two years of time 
developing it Their reasons are n«producer demand, technical problems, and 
insurance industry concern. 

In February 2002, a committee was organized to inform producers, as well as to 
inquire, whether these producers had an interest in cost of production insurance. 
Southwest Graint at the request of this committee, mailed an interest survey to 
1600 producers living in southwest North Dakota. The survey's response was 
overwhelming. 

In June 2002, we invited 60 Ag producers and industry people to a meeting held 
in Dickinson with Agrilogic. Agrilogic explained the concept that they had 
developed for the Risk Management Agency. Agrilogic listened to producer and 
industry concerns and applied this information to the product. 

On February 20, 2003, Dan Wogslang, Senator Dorgan's Ag liaison, Agrilogic, 
ND Ag Com.missioner, Roger Johnson, and myself held two meetings involving 
Cost of Production Insurance. The meetings were held in Jamestown and 
Bismarck. Both meetings were well attended by producers, insurance agents, and 
bankers. The m~iority of those in attendance expressed a need for Cost of 
Production Insurance. 

Senate Concurrent Resolution No. 4005 which asks for the implementation of 
a cost of production insurance pilot program will send a strong message (to USDA 
and RMA) that there is a need for reform of insurance provided to Ag producers. 

I urge you to support this resolution, for with this resolution, the 58th Legislative 
Assembly of North Dakota will send a strong clear message to USDA, RMA, and 
our congressional delegation that it is time for a change. Thank you for your · 
time. 
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