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EXECUTIVE SUMMARY
Watts and Associates, Inc. (W&A) has been engaged by the Metropolitan Flood Diversion
Authority (MFDA) to provide solutions for crop risk mitigation in the approximately 29,500 acre
upstream retention area. The retention area is primarily located in Cass County (North Dakota),
with a smaller area located in Clay County (Minnesota). The majority of the land in the retention
area is farmland allocated to crop production. Consequently, flooding events caused by MFDA
that impact crops produced in the retention area represent a risk that requires mitigation. The
MFDA is obligated to acquire flowage easements on the properties in the upstream retention area
that are impacted by the Project. The flowage easement is the primary mitigation for impacted
property owners, but it is recognized that growers in the upstream retention area could suffer
significant loss if their crops are flooded due to operation of the Project. Consequently, crop
insurance is an additional risk mitigation component being offered by the MFDA for the
retention area. W&A proposed a two-phase project to address crop risk mitigation in the
retention area.
The upstream retention area is less than 3.5 percent of the total combined area of cropland in
Cass and Clay Counties. Nonetheless, growers that produce crops in the retention area have one
fundamental question that must be answered: If a grower experiences a crop loss due to a flood
event that is caused by MFDA, how will the grower be compensated for the loss? Outlining a
methodology to answer this question is the purpose of this report.
Currently, Federal Crop Insurance policies specifically exclude coverage for losses as a result of
man-made actions, including the potential for flooding and related damage from operating the
diversion. MFDA will cover the crop loss experienced by the grower due to MFDA actions that
result in flooding cropland and damaging, destroying, or preventing the production of a crop. It
is proposed that MFDA will pay to compensate the farmers for their losses (initially at the same
rate as the farmers’ elected coverage level in their respective crop insurance policies).
Effectively, MFDA will pay the farmers’ the crop insurance claims in accordance with the
farmer-selected level of crop insurance coverage and using current RMA loss adjustment
procedures. Producers will thus be compensated for losses related to operation of the project in
exactly the same way they are compensated for all other losses they may endure. In this sense,
MFDA is providing coverage as an endorsement to the United States Department of Agriculture
Risk Management Agency (USDA-RMA) policy, changing the coverage only to include a
previously uninsurable cause of loss. This makes the flood loss coverage easy for farmers to
understand, easy and inexpensive for the authority to administer, and fully consistent with the
popular programs that have been in effect for many years.
The following report focuses on the Phase I component of the proposal. Phase I utilizes the
existing crop insurance program (as administered by the USDA-RMA and delivered through the
private crop insurance sector) as the basis to provide crop insurance coverage in the retention
area in accordance with established RMA and crop insurance industry loss adjustment and
indemnification procedures. Information is provided regarding the annual process growers
utilize to purchase crop insurance. A draft agreement for use between MFDA and growers is
provided with background explanation to assist the parties in understanding their collective rights
and responsibilities in compensation to growers in the event of a crop loss as a result of operation
of the project.
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The proposed approach has three primary virtues; it is simple, practical, and efficient.
 Simple: Endorsing the time-tested existing program requires only a few lines of contract
text.
 Practical: Growers already purchase and fully understand crop insurance.
 Efficient: MFDA does not need to employ an entire crop insurance team, but rather can
contract for loss adjustment on an as needed basis.
Based on the findings of this report, W&A recommends MFDA provide coverage to farmers
based on an endorsement to their existing chosen federal crop insurance coverage. While no
‘premium’ will be collected by farmers (effectively MFDA will conduct their own reserving
process and pay all losses from that reserve pool or special assessment if and when the project
results in farmer payments), MFDA will offer rights and responsibilities to farmers to
compensate their heretofore uninsurable losses. The scope of expected losses and actuarial cost
of providing this coverage will be estimated as an element of the second phase of this project if
the MFDA chooses to approve this recommendation and proceed with the second phase.
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I. INTRODUCTION
The Metropolitan Flood Diversion Authority (MFDA) provides oversight and direction for a
project designed to protect the communities of Fargo, North Dakota; Moorhead, Minnesota; and
the surrounding region from extreme flooding events. The flat topography of the Red River
valley of the north is prone to flooding on an annual basis. The MFDA project includes a series
of embankments, control structures, and retention areas that collectively will provide flood
protection for over 235,000 people in the Fargo – Moorhead metropolitan area and nearby
communities (source: https://fmdiversion.gov/about-the-project/).
A key component of the flood protection system involves an upstream mitigation area
(commonly referred to as the retention area) that will store flood waters on land that is mostly
devoted to agricultural use. North Dakota State University (NDSU) Department of Agribusiness
and Applied Economics conducted a study for MFDA regarding the effect of temporary storage
of floodwaters on cropland and crop production in the retention area. The NDSU study
identified 241 individual storage areas totaling 54,000 acres upstream of the southern
embankment feature of the Project, and provided a comprehensive overview of the impact of
different flooding events (e.g., 10 year, 20 year, 25 year, etc. – source: https://fmdiversion.s3.useast-2.amazonaws.com/2020_0417_NDSU_OnePager_Final.pdf). The NDSU study stated “The
FM Diversion could be expected, based on current data, to have minor impact on creating
conditions sufficient to increase prevent planting acreage within the staging area. As a result of
relatively small acreage of prevent plant created by the FM Diversion, the loss of input
purchases (sales to businesses and firms in the farm service and support sectors) is also modest
(Bangsund et. al. 2020).”
Information from engineers involved in the project indicates that the actual area of impacted
cropland is approximately 29,500 acres (i. e. not all 54,000 acres referenced in the NDSU study
will be impacted). These acres (29,500) comprise less than 3.5% of the total area of cropland in
Cass County (ND) and Clay County (MN). USDA-NASS reports 1,126,085 acres of cropland
in Cass County, ND, of which 96 percent is allocated to cropland. Likewise, USDA-NASS
reports 576,646 acres of cropland in Clay County, MN, of which 93 percent is allocated to
cropland. The relatively small size of the retention area is insufficient to provide a cost-effective
risk pool for a crop insurance program dedicated strictly to the retention area.
While studies indicate that operation of the MFDA flood protection system will likely have
minimal impact on crop production in the retention area year in and year out, there is one
fundamental question that must be answered: If a grower experienced a crop loss due to a
flooding event that was caused by MFDA, how will the grower be compensated for the loss?
The starting point for answering this question is found within the current Federal Crop Insurance
program utilized by growers across the United States, and used by over 99 percent of farmers in
North Dakota and Minnesota.
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II. FEDERAL CROP INSURANCE OVERVIEW
The Federal Crop Insurance program provides subsidized crop insurance to growers of major and
minor commodities across the United States. Multi-Peril Crop Insurance (MPCI) is administered
through RMA, and delivered by 14 privately held insurance companies and brokers through a
vast network of individual licensed crop insurance agents. MPCI covers a wide range of perils
(e.g., drought, excess moisture, disease, etc.) that negatively impact crop yields and subsequently
crop revenue. MPCI offers protection for yield and revenue. The average premium subsidy for
growers is 55 percent (i.e., FCIC covers 55 percent of a given premium, and the insured (grower)
pays the remaining 45 percent). All company operating expenses and agent commissions are
paid by the Federal government under the terms of the Standard Reinsurance Agreement (SRA).
FCIC crop insurance products are a practical solution for the MFDA project, as insurance
coverage is offered to nearly all commonly grown crops planted in the expected upstream
retention area. North Dakota has the highest Federal Crop Insurance participation rate in the
United States, with enrolled net acreage occasionally even exceeding the acreage reported to
NASS and FSA as planted (implying a participation rate of greater than 100 percent). Coverage
is available for major crops grown under organic practices, but participation is markedly lower
among organic growers, who have historically expressed concern about low relative guarantees
and high relative premiums.
Federal Crop Insurance is delivered to growers through a public/private partnership. The Federal
Crop Insurance Corporation (FCIC) provides the private companies with standardized program
materials, premium rates, and underwriting procedures as well as delivering subsidies and
reinsuring the private companies against severe losses. All private companies must offer the
same selection of Federal Crop Insurance programs under the same rules to any grower who
expresses interest in their service area. In addition to delivery of Federal Programs, these private
companies may also provide growers with additional products that add coverage or features to
the baseline Federal Crop Insurance products. These products are called “Non-Reinsured
Supplemental Policies” (NRS) in reference to the fact that they are not subject to subsidies or
protection from the FCIC in the case of severe systemic losses.
Federally reinsured crop insurance does not cover all risk. If the cause of loss is not due to
weather, then the loss is not covered. An example is fire loss that is not caused by lightning.
This situation has occurred in Washington State on wheat production. Wheat farmers were
surprised to learn that wheat loss due to fire was not covered by crop insurance if the fire event
was caused by something other than lightning. The only option for the growers was to sue their
neighbor for damage where the fire originated (which can be difficult to prove).
Similar to fire, man-made flood losses are also not covered by crop insurance. This is inclusive
of MFDA closing the flood gates and flooding farm land in the retention area. Like fire, this is
not a covered crop loss. However, in this case a grower can identify the entity that caused the
loss (i.e., MFDA), and since MFDA is agreeing to cover this single peril crop loss for MFDA
induced flooding, there is no need for growers to sue for damages.
There is an underlying assumption that growers producing crops in the MFDA retention area
already participate in Federal Crop Insurance. North Dakota and Minnesota consistently report
Use or disclosure of information or data
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nearly 100 percent participation in crop insurance for eligible acres. Lenders (bankers) typically
require growers to purchase crop insurance as part of securing operating loans for the growing
season. As such, there is an existing crop insurance product delivery system and affiliated
administrative structure already in place that is utilized by growers. Since growers are already
familiar with the current crop insurance structure, MFDA can utilize this structure as a starting
point for collaboration with growers regarding crop loss compensation due to flooding events
caused by MFDA.
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III. DEVELOPING AN ADMINISTRATIVE FRAMEWORK BASED ON EXISTING CROP
INSURANCE INFRASTRUCTURE
The existing structure for crop insurance deployment in the United States is well defined, and the
majority of growers are familiar with the process. The basic steps involved for a grower to
purchase and utilize crop insurance are as follows:
1. Each crop year, growers work with their crop insurance agent to select crop insurance
products and coverage levels for the mix of crops they plant on their farm. Determination
of crop insurance needs typically begins in the fall and proceeds through the winter
months.
a. Multi-Peril Crop Insurance (MPCI) products typically fall into three general
categories:
i. Yield Protection (YP): these products protect growers for loss of yield.
ii. Revenue Protection (RP): these products protect growers for loss of revenue (i. e.
yield x price). Prices for each crop are determined by RMA.
iii. Margin Protection (MP): these products offer protection for the gross margin
([Yield x Price] – Select Production Costs). MP products are not available for all
crops.
b. Coverage levels range from 55 percent to 85 percent. The higher the coverage level,
the higher the cost of the insurance. Growers typically select coverage levels in the
area of 70 percent to 75 percent (thus implying a deductible of 30 percent to 25
percent, respectively).
c. Crop insurance must be purchased (for the relevant crops and counties) by March 15
of each year. This is to prevent growers from planting crops for insurance purposes
instead of planting crops for marketability. March 15 is early enough in that growers
would typically not have adequate knowledge of planting conditions and market
conditions that could influence their mix of crops based upon crop insurance, but late
enough that most growers will have a reasonable sense of what acres they will farm in
the current season and which crops they intend to plant.
2. During the crop growing season, if a grower experiences a potential loss due to an
insured peril (e.g., drought, excess moisture, etc.), the grower implements the following
steps (note: additional information on how this applies to MFDA is outlined later in this
report):
a. The grower contacts their crop insurance agent to report the potential loss.
b. The crop insurance agent files a claim of loss (similar to how an insurance agent
would file a claim of loss for a house damaged in a storm).
c. The crop insurance company deploys a loss adjuster to determine (quantify) the loss.
i. USDA-RMA has established loss adjustment procedures for all crops in which
insurance is offered through RMA. These procedures are utilized by loss adjusters
in determination of crop loss.
1. These procedures are utilized by loss adjusters in determination of crop loss.
2. The procedures are well established and loss adjusters are highly trained in
their use. The consistent procedures are intended to assure that two similarly
situated producers working with two different loss adjusters will receive
consistent indemnity payments.
d. The loss adjuster determines the amount of crop loss (if any), differentiates the
fraction of the loss attributable to insurable and uninsurable causes, and reports the
Use or disclosure of information or data
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final determination of loss (along with any indemnity due) to the crop insurance agent
as well as the insurance company.
e. If an indemnity is due, the indemnity is paid to the grower (insured), generally within
30 days.
f. Producers are assessed a premium for their coverage, generally due in late August.
3. The steps of this process repeat on annual basis.
The administrative framework for utilizing the existing federal crop insurance framework within
the MFDA consists of three primary components: 1) a communications infrastructure to inform
stakeholders (growers) in the retention area regarding any flood event that would impact crop
production; 2) a written agreement between the MFDA and growers that outlines the rights and
responsibilities of both parties with regard to flooding events caused by MFDA actions; and 3) a
procedure to outline steps required by MFDA and growers to provide indemnification (payment)
to growers in the event of a crop loss caused by MFDA invoked flood events. The following
subsections of this report provide additional detail for these three components.
III.A. Communications Infrastructure
Timely communications between MFDA and grower (stakeholders) will be a critical component
in utilizing the existing crop insurance infrastructure. Since flooding may not necessarily occur
on an annual basis, communication with growers can be less in years with minimal to no
flooding, and more in years when flooding occurs (namely those years in which flooding is
caused by operation of the project). Components of the communication infrastructure with
growers include but are not limited to the following:


Grower contact database: a contact database of growers in the retention area will need to
be developed. Since this is a public project, one option for creating a grower contact
database would be to implement a Freedom of Information Act (FOIA) request to USDA
Farm Service Agency in Kansas City, Missouri. The request would simply state the
MFDA needs to provide potential flood related information to growers in the retention
area as part of a crop risk mitigation plan, and thus a list of grower addresses is
necessary.



Grower notification in non-flood years: in years in which flooding (i. e. flooding that
results from operation of the project) does not occur, MFDA can utilize this situation as a
mechanism to maintain communications with growers in the retention area. Two primary
communication time periods can be considered:
o Notification to growers in February/March that flood forecast information
indicates the project will not likely need to operate and therefore the project itself
will not cause flooding (however, it may be referenced that flooding may occur as
a result of natural seasonal events).
o Notification to growers in October/November to provide a summary of events for
the growing season (this will likely be minimal information, but it demonstrates to
growers that MFDA is monitoring potential impacts to cropland).
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Grower notification in flood years: communications with growers will need to increase
in flood years. Components of communications in flood years may include:
 February: MFDA to notify growers in the retention area to purchase crop insurance
through their local insurance agent. MFDA to provide an update to growers
regarding potential flooding impacts for spring planting.
 March: MFDA to notify growers in the retention area regarding the probability of an
MFDA flood event for the spring based on any climatological, meteorological, and
hydrological information available at that time.
 April: MFDA to provide an update to growers in the retention area regarding the
probability of an MFDA induced flood event and its potential impact on planting.
 May, June, July: MFDA to notify growers of a flood event that may impact planting
and/or crop condition, including the potential time period (dates) of inundation, as
well as instructions for submitting a crop loss to MFDA.
 August, September, October: MFDA to notify growers of flooding events that may
impact crop condition and/or harvesting. In the event harvest is impacted, MFDA
should provide instructions for submitting a crop loss to MFDA.

The above steps provide an outline for formal, disciplined communication between MFDA and
growers. While group meetings will be effective for communicating forecasts and expectations
for the entirety of the project area, information should be provided individually to each grower,
thereby demonstrating that MFDA understands the specific impacts each grower may encounter
relative to the plot of land in the retention area (i.e., some growers may have significant impact,
whereas other growers will likely have no impact).
III.B. Written Agreement for MFDA and Growers
As previously stated, there is an underlying assumption that growers in the retention already
participate in the Federal Crop Insurance program. Each year, a grower would purchase multiperil crop insurance through their crop insurance agent (this practice is well known by growers).
In order for growers to submit a crop loss to MFDA for payment, a written agreement (a
contract) needs to exist between MFDA and the grower that outlines the rights and
responsibilities of each party in the event of an MFDA induced crop loss. A draft of a proposed
agreement is found in Appendix B of this report. The agreement also states that MFDA will pay
the grower for crop loss caused by MFDA actions that cause flooding in the retention area at a
valuation commiserate to the value of the loss under the producer’s elected Federal Crop
Insurance policy.
III.C. Indemnification for Crop Loss
In the event of an MFDA induced flooding event that results in crop loss to growers in the
retention area, growers would follow the same procedures for determination of crop loss as
provided by USDA-RMA for a given crop. This includes: 1) the grower providing notification
of crop loss to his/her crop insurance agent: 2) deployment of a crop insurance adjuster by the
crop insurance agent to determine the quantity (value) of loss and the proportion of the loss
attributable to the operation of the project (presumably, generally 100 percent); and 3)
submission of the claim to MFDA for indemnification (payment). Only crop losses caused by
and attributed to an MFDA induced flooding event would be paid by MFDA.
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An additional consideration in the indemnification of crop loss is specific training for loss
adjusters that will assess crop loss in the retention area. Loss adjusters receive broad training to
assess and quantify crop losses from drought, flooding, hail, and other events. Crop losses due to
flooding in the retention area will typically fall into three categories: 1) losses that are 100%
attributable to operation of the project by MFDA; 2) losses that are a combination of flooding
caused by MFDA and natural flooding; and 3) losses that are caused by natural flooding events.
Training loss adjusters to quantify the proportion of loss attributable to MFDA and/or naturally
occurring events may require use of hydrologic models to confirm if the loss was caused by
MFDA (which would be assumed if MFDA is operating the project) or by a naturally occurring
event.
Determination of losses that are a combination of MFDA project operation and natural flooding
may be difficult to ascertain, and may also result in complicated settlement of claims. USDARMA provides clear guidance on crop loss due to flooding (i. e. flood loss is covered if the loss
is due to a natural climate event, and flood loss is not covered if it is caused by a man-made
event). Given the relatively small size of the overall retention area, and the even lesser size of
those parcels that will be impacted by the project, it will be much easier at the outset to use a
binary system for loss (i. e. if MFDA operates the project and crop losses occur, MFDA is
responsible for the loss). Losses from natural events would be paid through the USDA-RMA
system. Determination of combinatorial losses may result in unwanted (and unnecessary) legal
challenges to the crop insurance program.
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IV. APPLYING ADMINISTRATIVE STRUCTURE TO GROWING SEASON
COMPONENTS
There are three primary components within a given growing season that may be impacted by
MFDA induced flooding events: 1) prevented planting; 2) summer crop loss; and 3) harvest
impact. The following sections outline how the phase I administrative component would apply
to each individual component.
IV.A. Prevented Planting
Depending upon the year, it is possible that above average snow fall, coupled with precipitation
and the release of water from upstream sources, may collectively delay or even prevent planting
from occurring on farmland in the retention area. Although flooding in the Red River Valley can
delay planting, it is rare that planting is completely prevented.
There are meaningful issues to offering Prevent Plant (PP) coverage for MFDA induced flood
perils. Large amounts of snow cover may increase the odds of flooding, thus causing farmers to
alter their crop insurance purchase in favor of prevented planting. Depending upon the timing of
the knowledge of when flooding occurs, PP coverage could result in adverse selection (which
will impact the rates and coverage of the underlying RMA reinsured crop insurance coverage).
For example, if farmers know they are likely to collect from PP they would buy higher PP
coverage (which would in turn be covered by MFDA due to flooding that caused the PP
situation). It is also possible that the MFDA could operate retention structures in a manner that
allows flood waters from the retention area to flow downstream, thus resulting in sufficient
drying time for the soil in the retention area that would allow those acres to be planted. Once a
crop is planted, RMA coverage attaches in addition to any future MFDA created flood damages.
In general, there are concerns that offering PP could result in creating inappropriate incentives
for growers in the retention area.
Despite these concerns, MFDA could offer PP coverage under the same terms it is offered under
Federal Crop Insurance (again, endorsing the terms of the MPCI policy). Prevented Plant
coverage is limited to a fraction of the grower’s crop insurance guarantee and triggers only when
it is effectively impossible for the farmer to plant based on their specific field-level conditions. If
the field is inundated as a result of the operation of the diversion, those losses are uninsurable
under Federal Crop Insurance and, to the extent the losses are attributable to the project, should
be compensated by MFDA. As a practical matter, most farmers in low-lying areas in Cass and
Clay Counties are already buying high levels of crop insurance coverage and PP protection and
crop insurance companies often choose to reject requests for increases in PP coverage when
conditions are unfavorable in the current year, limiting their opportunity for ‘adverse selection’
in particularly unfavorable years.
IV.B. Summer Crop Loss
The Summer Crop Loss (SCL) program is a component in which an MFDA induced flood event
could result in crop loss within the retention area. Information from MFDA leadership indicates
that summer operation of the project would be rare, as no rain/flood events have occurred in the
summer months (as addressed in engineering models that would cause the project to operate).
SCL would occur after (or during) planting but prior to harvest, with crop loss caused by an
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extreme precipitation event that would cause MFDA to operate control structures, resulting in
flooding and crop loss in the retention area.
Administratively, the summer crop loss component can be implemented by MFDA within the
current USDA-RMA crop insurance infrastructure. In the event an MFDA induced flood event
results in crop loss after planting but prior to harvest (i.e., the Summer Crop Loss program),
MFDA will cover the crop insurance claim under the farmer selected level of crop insurance
coverage using current RMA loss adjustment procedures. This procedure effectively makes the
MFDA coverage an endorsement to the RMA policy.
Utilization of the existing USDA-RMA infrastructure makes flood loss coverage for the SCL
component easy to implement for MFDA (i.e., MFDA simply allows growers to purchase crop
insurance as part of their normal farming business operations) while simultaneously making the
program easy for farmers. In addition, current crop insurance agents can educate their customers
on the coverage provided by MFDA that will provide protection for this one uninsurable peril
(i.e., flooding caused by MFDA).
IV.C. Harvest Impact
Extreme rainfall (precipitation) events (while rare) that occur during crop maturity and harvest
may result in impacts to harvest. Mature crops that are ready for harvest may not be able to be
harvested in a timely manner, and in rare instances may not be able to be harvested at all. In the
event MFDA induced a flooding event that would impact harvest to the point of crop loss, the
grower would simply file a claim of loss per the following steps:
a. The grower notifies the crop insurance agent of a loss due to flooding which caused
prevention of harvest.
b. The crop insurance agent contacts the loss adjuster to implement the loss adjustment
process.
c. The loss adjuster quantifies the loss and provides the total value of loss to the grower and
the crop insurance agent.
d. The grower submits the loss to MFDA for payment.
The agreement outlined in Appendix B provides guidance regarding the responsibilities of
MFDA and growers in the event of a loss.

Use or disclosure of information or data
contained on this sheet is subject to the
restrictions on the title page of this document.

9

Proprietary Property of Watts & Associates, Inc.
Copyright © 2020 Watts & Associates, Inc. All Rights Reserved.

V. STAKEHOLDER EDUCATION
A separate yet related component of Phase I includes educational programming (presentations)
for stakeholders (i.e., growers, crop insurance agents, agricultural lenders, and MFDA
leadership). The purpose is to demonstrate: 1) how the current FCIC crop insurance system
functions; 2) how the current FCIC crop insurance system applies to the MFDA project; and 3)
the steps involved in securing payment from MFDA to growers in the event of an MFDA
induced flooding event. The presentations are a component of the deliverables, and will be
refined following a review of the Phase I report. At the time of this report, the Covid-19
outbreak has made the sort of in-person grower outreach sessions envisioned at the time of the
initiation of this project inadvisable. These will be delivered, as conditions may make
appropriate, to support MFDA’s outreach for phase 1 implementation. An example/draft of the
presentation that would be delivered to producers is included in Appendix E.
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VI. WORST CASE SCENARIO FOR INDEMNITY FOR THE MFDA
Determination of economic loss and subsequent payment to growers for a comprehensive flood
disaster caused by MFDA can be estimated from data provided by USDA-NASS. Tables 1
through 5 provide ten-year summary data for spring wheat, barley, corn, soybeans, and sugar
beets. According to USDA-NASS, these are the five major crops produced in Cass county.
Acres planted, acres harvested, yield, production, marketing year price, and value of production
are presented, thus demonstrating the variability in yield, price, and value from year to year over
a ten-year period. Summary statistics for each table indicate average number of acres planted
and harvested, average quantity of production, and average value of production for the ten-year
time period. Marketing year prices provide an indication of years in which prices were high, and
years in which prices were low. The average value of production over the 10-year period
captures the highs and lows in production and price.
Table 1. Summary production statistics for spring wheat, Cass County, North Dakota, 2010 through 2019 (source:
USDA-NASS North Dakota Agriculture Ag Statistics Summary publications for each year listed).
CROP
Spring Wheat

YEAR
2019
2018
2017
2016
2015
2014
2013
2012
2011
2010

PLANTED
ACRES
93,100
118,500
81,800
95,000
119,000
80,300
73,500
86,000
96,000
114,000

AVERAGES:
95,720
MAXIMUM VALUE OF PRODUCTION:
MINIMUM VALUE OF PRODUCTION:

HARVESTED
ACRES
89,400
118,300
81,700
94,900
118,800
80,100
73,500
85,600
95,000
113,500

YIELD
PER ACRE
48.9
58.4
71.1
67.1
64.7
59.6
57.1
56.7
25.9
55.5

UNIT
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels

95,080
$42,714,000 (Occurred in 2010)
$19,437,600 (Occurred in 2019)

PRODUCTION
4,368,000
6,905,000
5,807,000
6,365,000
7,683,000
4,771,000
4,199,000
4,850,000
2,460,000
6,300,000
57

MARKETING YEAR
AVERAGE PRICE
$4.45
$5.12
$5.72
$4.57
$4.59
$5.42
$6.50
$8.19
$8.17
$6.78

5,370,800

VALUE OF
PRODUCTION
$19,437,600.00
$35,353,600.00
$33,216,040.00
$29,088,050.00
$35,264,970.00
$25,858,820.00
$27,293,500.00
$39,721,500.00
$20,098,200.00
$42,714,000.00
$30,804,628.00

Table 2. Summary production statistics for barley, Cass County, North Dakota, 2010 through 2019 (source: USDANASS North Dakota Agriculture Ag Statistics Summary publications for each year listed).
CROP
Barley

YEAR
2019
2018
2017
2016
2015
2014
2013
2012
2011
2010

PLANTED
ACRES
17,700
11,900
11,500
14,700
D
10,700
8,200
10,200
D
5,000

AVERAGES:
11,238
MAXIMUM VALUE OF PRODUCTION:
MINIMUM VALUE OF PRODUCTION:
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HARVESTED
ACRES
8,000
11,000
10,900
13,700
D
10,300
8,100
10,000
D
4,900

YIELD
PER ACRE
70.4
85.8
89.3
84
D
77.1
73.5
63.5
D
79.6

UNIT
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels

9,613
$5,144,970 (Occurred in 2016)
$1,458,600 (Occurred in 2010)
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PRODUCTION
563,000
944,000
973,000
1,151,000
D
794,000
595,000
635,000
D
390,000
78

755,625

MARKETING YEAR
AVERAGE PRICE
$4.15
$4.24
$4.31
$4.47
$4.88
$5.30
$6.09
$6.56
$5.42
$3.74

VALUE OF
PRODUCTION
$2,336,450.00
$4,002,560.00
$4,193,630.00
$5,144,970.00
D
$4,208,200.00
$3,623,550.00
$4,165,600.00
D
$1,458,600.00
$3,641,695.00
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Table 3. Summary production statistics for corn, Cass County, North Dakota, 2010 through 2019 (source: USDANASS North Dakota Agriculture Ag Statistics Summary publications for each year listed).
CROP
Corn

YEAR
2019
2018
2017
2016
2015
2014
2013
2012
2011
2010

PLANTED
ACRES
296,000
288,500
291,500
293,000
238,500
216,500
360,500
361,500
209,000
238,000

AVERAGES:
279,300
MAXIMUM VALUE OF PRODUCTION:
MINIMUM VALUE OF PRODUCTION:

HARVESTED
ACRES
287,000
288,000
290,500
291,500
229,500
211,000
359,000
359,500
206,000
232,500

YIELD
PER ACRE
160.1
183.5
170.8
183.1
150.5
138.9
126.2
130.0
101.6
143.4

UNIT
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels

275,450
$301,837,040 (Occurred in 2012)
$97,902,080 (Occurred in 2014)

PRODUCTION
45,951,000
52,848,000
49,619,000
53,379,000
34,545,000
29,312,000
45,290,000
46,724,000
20,930,000
33,341,000

149

MARKETING YEAR
AVERAGE PRICE
$3.55
$3.32
$3.04
$3.01
$3.28
$3.34
$3.91
$6.46
$5.81
$5.01

41,193,900

VALUE OF
PRODUCTION
$163,126,050.00
$175,455,360.00
$150,841,760.00
$160,670,790.00
$113,307,600.00
$97,902,080.00
$177,083,900.00
$301,837,040.00
$121,603,300.00
$167,038,410.00
$162,886,629.00

Table 4. Summary production statistics for soybeans, Cass County, North Dakota, 2010 through 2019 (source:
USDA-NASS North Dakota Agriculture Ag Statistics Summary publications for each year listed).
CROP
Soybeans

YEAR
2019
2018
2017
2016
2015
2014
2013
2012
2011
2010

PLANTED
ACRES
422,500
480,000
503,000
478,000
475,000
529,000
462,500
464,500
512,000
525,000

AVERAGES:
485,150
MAXIMUM VALUE OF PRODUCTION:
MINIMUM VALUE OF PRODUCTION:

HARVESTED
ACRES
416,500
479,000
502,000
476,000
472,500
527,000
461,500
464,000
509,000
521,000

YIELD
PER ACRE
35.4
43.7
37.1
45.4
39.7
38.0
21.0
33.5
25.9
35.5

UNIT
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels
bushels

482,850
$217,504,000 (Occurred in 2012)
$119,264,400 (Occurred in 2019)

PRODUCTION
14,724,000
20,915,000
18,643,000
21,600,000
18,735,000
20,011,000
14,758,000
15,536,000
13,160,000
18,505,000
36

MARKETING YEAR
AVERAGE PRICE
$8.10
$7.98
$8.88
$8.97
$8.49
$9.49
$12.40
$14.00
$11.90
$10.90

17,658,700

VALUE OF
PRODUCTION
$119,264,400.00
$166,901,700.00
$165,549,840.00
$193,752,000.00
$159,060,150.00
$189,904,390.00
$182,999,200.00
$217,504,000.00
$156,604,000.00
$201,704,500.00
$175,324,418.00

Table 5. Summary production statistics for corn, Cass County, North Dakota, 2010 through 2019 (source: USDANASS North Dakota Agriculture Ag Statistics Summary publications for each year listed).
CROP
Sugarbeets

YEAR
2019
2018
2017
2016
2015
2014
2013
2012
2011
2010

PLANTED
ACRES
D
D
D
D
D
D
D
18,800
18,400
14,900

AVERAGES:
17,367
MAXIMUM VALUE OF PRODUCTION:
MINIMUM VALUE OF PRODUCTION:
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HARVESTED
ACRES
D
D
D
D
D
D
D
18,700
15,700
14,700

YIELD
PER ACRE
D
D
D
D
D
D
D
25.6
13.2
27.2

UNIT
tons
tons
tons
tons
tons
tons
tons
tons
tons
tons

16,367
$33,098,900 (Occurred in 2012)
$12,646,400 (Occurred in 2011)
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PRODUCTION
D
D
D
D
D
D
D
479,000
208,000
400,000
22

362,333

MARKETING YEAR
AVERAGE PRICE
NA
$35.60
$44.20
$36.60
$48.30
$44.20
$44.90
$69.10
$60.80
$69.90

VALUE OF
PRODUCTION
D
D
D
D
D
D
D
$33,098,900.00
$12,646,400.00
$27,960,000.00
$24,568,433.33
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USDA-NASS uses the letter indicator “D” to note that acreage and production data is withheld
from reporting to avoid disclosing data for individual operations. Sugar beets are produced
under contract, and thus acreage is limited. Although data for sugar beets was not available from
2013 through 2019, the years 2010 through 2012 are included in effort to capture the
contribution of sugar beets to the agricultural economy of Cass County (especially noting that
these years captured the highest pricing in sugar beets).
Table 6 provides a summary of the 10-year average value of production for the five major crops
produced in Cass County. On average, spring wheat, barley, corn, soybeans, and sugar beets
generate $397.2 million in value to growers in Cass County.
Table 6. Average value of production for major crops in Cass County, 2010 – 2019 (data source: USDA-NASS).

CROP
Spring Wheat
Barley
Corn
Soybeans
Sugarbeets

2010 - 2019
AVERAGE VALUE OF PRODUCTION
$30,804,628.00
$3,641,695.00
$162,886,629.00
$175,324,418.00
$24,568,433.33

TOTAL:

$397,225,803.33

Table 7 provides a summary of the 10-year average of acres planted to the five major crops
produced in Cass County. On average, spring wheat, barley, corn, soybeans, and sugar beets are
planted on 888,774 acres of cropland in Cass County.
Table 7. Average annual acres planted to major crops in Cass County, 2010 – 2019 (data source: USDA-NASS).

CROP
Spring Wheat
Barley
Corn
Soybeans
Sugarbeets

2010 - 2019
AVERAGE ANNUAL ACRES PLANTED
95,720
11,238
279,300
485,150
17,367

TOTAL:
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Table 8 provides a summary of general agricultural information for Cass County, North Dakota.
The data is from the 2017 Census of Agriculture report, USDA-NASS.
Table 8. Summary agriculture statistics for Cass County, North Dakota (source: USDA-NASS).

DESCRIPTION
Number of Farms
Land in Farms
Average Farm Size
Total Cropland (acres)
Harvested Cropland (acres)
Market Value of Products Sold

AMOUNT
784
1,126,085
1,436
1,085,430
1,045,202
$417,188,000

Table 9 provides a summary of the acres in the retention area in relation to the five major crops
produced in Cass County and potential crop loss payments.
Table 9. Retention area in relation to farmland acreage and major crops produced in Cass County.

DESCRIPTION
Acres in Retention Area
Average Acreage of Major Crops
Acreage in Cropland, Cass County
Retention Area as Percentage of Major Crops
Retention Area as Percentage of Total Cropland
Major Crops as Percentage of Total Cropland
Average Annual Value of Major Crops
Estimated Indemnity Based on Average Value of Major Crops
--100% coverage
--85% coverage (maximum provided by USDA-RMA)
--80% coverage (utilized by some growers, not the majority)
--75% coverage (typical higher level of coverage growers purchase)
--70% coverage (typical lower level of coverage growers purchase)

AMOUNT
29,500
888,774
1,085,430
3.32%
2.72%
81.88%
$397,225,803
$13,184,635.45
$11,206,940.13
$10,547,708.36
$9,888,476.59
$9,229,244.82

The five major crops produced in Cass County (as outlined in tables 1 through 5) account for
81.88% of the 1,085,430 cropland acres in Cass County. Likewise, these five crops account for
95% of the value of crop production in Cass County.
The retention area of 29,500 acres represents 3.32% of acres planted to the five major crops
produced in Cass County, and 2.72% of the total cropland in Cass County. Utilizing the 3.32%
of acres planted in relation to the average annual value of $397.2 million, it is estimated that
maximum indemnities in the retention area would range from $9.2 million to $13.2 million (see
table 9). Additional items for consideration include the following:
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The estimated indemnity payment of $13.2 million dollars assumes 100% coverage of the
loss. In this scenario, it is further assumed that MFDA is willing to cover 100% of the
crop loss incurred due to actions by MFDA (e. g. operation of the project). This 100%
loss is over all 29,500 acres in the retention area (a scenario which is unlikely).



Losses are also presented in 5% increments from 70% to 85%. USDA-RMA data
indicates that the majority of growers purchase crop insurance coverage in the range of
70% to 75%. USDA-RMA offers insurance coverage up to 85%, however growers
typically do not purchase this level of coverage due to the increased cost of the premium.
Nonetheless, the percentages are provided to indicate a possible range in losses and
subsequent indemnity payments.

Phase I focuses on utilization of the existing crop insurance system administered by USDARMA. Growers are very familiar with this system. Initially, MFDA should consider
indemnification based upon the crop insurance coverage level purchased by the grower for their
respective farming operation. For example, if a grower purchases 75% coverage through his or
her crop insurance agent, and the grower experiences a crop loss due to flooding caused by
MFDA operation of the project, the indemnity paid by MFDA would be based upon the loss
adjustment related to the 75% coverage level. This approach maintains consistency with the
current crop insurance system while simultaneously providing a mechanism for building
insurance experience in the retention area.
An additional concern expressed by MFDA leadership is the risk of frivolous claims. The
combination of a well established crop insurance system, coupled with a written agreement
between MFDA and growers, minimizes (and effectively eliminates) submission of frivolous
claims. Crop insurance agents and loss adjusters can assist in prevention of submitting frivolous
claims.
It is recognized that part of the retention area lies within Clay County, Minnesota. However, for
illustration purposes, the above values are reasonably inclusive.
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VII. ESTIMATED ANNUAL COST OF OPERATION OF PHASE I FOR MFDA
As outlined within this report, Phase I is an administrative function that allows MFDA to utilize
the existing U.S. crop insurance infrastructure to compensate growers for crop losses caused by
flood activities induce by MFDA. To that end, MFDA has flexibility with regard to options for
administrating this program with growers, including the retention of appropriate professionals to
assist in program administration. Please note, this estimate DOES NOT provide information
regarding the annualized expected cost of indemnification and loss adjustment; these values are
estimated in the forthcoming phase II report. Scenarios include, but are not limited to, the
following:
Utilization of Full Time Staff: one option would be to hire a full time staff person to provide
implementation, monitoring, and communication services with growers in the retention area with
regard to MFDA flood events and overall agricultural communications. This position would
require public relations capabilities along with knowledge of crop production, crop insurance,
and crop loss adjustment. Responsibilities for this individual include but are not limited to: 1)
providing timely communications from MFDA to growers in the retention area regarding
potential flood events that may impact crop production during the February through October
time period (i.e., prevented planting, summer crop loss, and harvest prevention periods); 2)
coordinate the written agreement for payment of flood loss between MFDA and growers; 3)
provide education to growers and MFDA stakeholders to facilitate communication between the
various parties regarding MFDA actions and subsequent impacts to crop production; and 4)
assist in administration of payment to growers in the event of a crop loss. Given the breadth of
expertise required, the estimated cost of this position falls in the range of $40.00 to $50.00 per
hour (or $80,000.00 to $100,000.00 per year for a salaried professional, assuming a 2,000 hour
work year. Benefits would be extra.).
Utilization of Part Time Staff: a second option would be to hire a part time staff person (e.g., a
contract employee) that would perform the basic functions of communication and outreach
during the period of February through October each year (i.e., providing timely communications
to growers in the retention area regarding flood events and potential impacts to crop production).
This would only be a part time position for approximately nine months. The breadth of expertise
(i.e., an understanding of crop production, crop insurance, and crop insurance loss adjustment)
would be similar, but would only be applied to a nine month program. Assuming 40 hours per
week, 4 weeks per month, for 9 months, the estimated time requirement would be approximately
1,440 total hours. Assuming a pay range of $40.00 to $50.00 per hour, salary would be in the
range of $57,600.00 to $72,000.00 for the 9 month period. Since the position is part time,
benefits may not be applicable (however that is to the discretion of MFDA).
Contract with a Crop Insurance Agency: crop insurance agencies (whether independent or
affiliated with a banking institution) already possess the infrastructure and knowledge of crop
insurance sales, related documentation requirements, product analysis, loss adjustment, and
indemnification. One option would be for MFDA to simply contract with a crop insurance
agency to: 1) perform timely communications with growers in the retention area regarding
potential flood events and subsequent impacts on crop production during planting, summer
growth, and harvest; and 2) provide loss adjustment services for MFDA when crop insurance
claims are filed in relation to flood events caused by MFDA. MFDA could solicit proposals to
Use or disclosure of information or data
contained on this sheet is subject to the
restrictions on the title page of this document.
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local crop insurance companies request bids from each organization to provide the services
required by MFDA (i.e., timely communications with growers, management of MFDA / grower
contracts for indemnification, and loss adjustment). One caveat with this approach is that not all
growers will utilize the crop insurance company with which MFDA may contract.
In general, it is estimated that annual operation costs would fall within the range of $55,000.00 to
$100,000.00 per year, depending upon MFDA requirements, staff (or independent contractor)
qualifications, and local job market conditions.
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VIII. SUMMARY
MFDA coverage of a single peril (flood damage to crops) that is caused by MFDA operating the
retention system control structures is the easiest and least costly method for providing coverage
to growers in the retention area. There are simply not enough acres at risk to cover the overhead
cost for developing a separate crop insurance policy for this single peril. Developing a new
policy can be done, but it is cost prohibitive due to the small area (approximately 29,500 acres,).
Simply covering the single peril of flood loss caused by MFDA is clearly the least costly and
most effective method to cover this single peril on relatively few acres.
Utilization of the existing crop insurance infrastructure is a logical step in developing a working
relationship between MFDA and growers that produce crops in the retention area. It is
recognized that some areas of the retention area will be more prone to flood events than others.
Consequently, developing a direct relationship with each of the growers will be valuable in
fostering timely communication between the parties. In addition, this approach can assist in
determining the feasibility of developing a crop insurance product (phase II) that is exclusive to
the retention area by quantifying insurance experience (e.g., indemnifications from USDA-RMA
and from MFDA).
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Appendix A
Phase I Objective and Deliverables (From Proposal)
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Phase I – Administrative Framework Based on Existing Crop Insurance Infrastructure
As previously outlined, Phase I will focus on developing an administrative framework that is
based upon the existing crop insurance system.
Deliverables
 Develop a comprehensive operations manual for the Authority to utilize in collaboration
with growers and related staging area stakeholders. The components of this manual
include:
o Overview of potential impact of Comprehensive Project flood events on cropland in
the staging area.
 Worst case loss scenario based upon historic flood event data.
 Estimate average annual cost of administration to the Authority for flood events.
o Outline procedure for collaboration with growers regarding: 1) annual purchase of
crop insurance by grower; 2) filing a crop insurance claim; 3) notification by grower
to the Authority of potential loss due to a Comprehensive Project flood event; 4) loss
adjustment procedure for the specific crop; and 5) payment of indemnity by the
Authority to grower.
o Provide a draft agreement between the Authority and growers to outline crop
insurance utilization, loss adjustment, and indemnification to growers in the event of
a Comprehensive Project induced crop loss event.
 Develop an educational presentation for use with stakeholders (growers, crop insurance
agents, and Ag lenders) regarding the procedure the Authority will utilize in providing
indemnification to growers in the event of a Comprehensive Project induced loss.
 Provide up to six face to face meetings (presentations) by W&A staff regarding Phase I
development and implementation, conducted in a single trip of not more than three days.
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Appendix B
Draft Crop Insurance Agreement
between MFDA and Grower
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The following sections outline the components of an agreement to be implemented between
growers in the retention are and MFDA.
1. Overview: This agreement outlines the terms and conditions of Metropolitan Flood
Diversion Authority (hereinafter referred to as MFDA) and growers that produce crops in
the retention area of MFDA (hereinafter referred to as growers) regarding compensation
to growers for crop loss sustained by growers due to MFDA induced flooding events.
2. Identification of Parties: the parties to this agreement are identified as follows:
MFDA
Box 2806
211 Ninth Street South
Fargo, ND 58108
Authorized Representative: _________________________
Grower: _____________________________
____________________________________
____________________________________
Authorized Representative: _________________________
3. Notification of MFDA Flood Events: MFDA agrees to provide written notification to
grower(s) regarding potential and/or occurring flooding on grower cropland in the
retention area, with said flooding caused directly by MFDA management of flood control
structures.
4. Purchase of Crop Insurance: each year, grower(s) agrees to purchase multi-peril crop
insurance through a licensed crop insurance agent in accordance with rules, laws, and
procedures set forth by the Federal Crop Insurance Corporation (FCIC) and the United
States Department of Agriculture – Risk Management Agency (USDA-RMA). The cost
(premium) of said crop insurance is the sole responsibility of the grower.
5. Notification of Crop Loss: in the event grower(s) experience a crop loss in the retention
area that was directly the result of MFDA operation of a control structure that caused the
loss due to flooding, grower agrees to notify MFDA as well as grower(s) crop insurance
agent of the loss, and request the crop insurance agent to implement the procedures
necessary to secure a crop loss adjuster to determine the value of the crop loss in
accordance with crop loss adjustment procedures outlined by USDA-RMA.
6. Payment of Crop Loss (Indemnification): in the event loss adjustment procedures (as
outlined in item #5, above) indicate that a loss is owed to the grower(s), grower(s) agrees
to submit documentation (e. g. loss calculation worksheets, crop insurance policy
information, etc.) to MFDA to request payment for the crop loss caused by an MFDA
induced flooding event.
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7. Time Period: grower(s) has 60 days from the date in which loss adjustment is complete
to submit all documentation to MFDA for payment of loss. MFDA has no obligation to
compensate grower outside of the 60-day time period.
8. Length of Agreement: this agreement commences on _____________ (date) and ends on
_____________(date).
9. Crops and Parcels Insured: grower(s) agrees to provide documentation to attach to this
agreement (e. g. copy of insurance policy, copy of purchase of insurance agreement,
crops insured, and legal description of land (parcel) on which crops are planted within the
retention area) to acknowledge the purchase of crop insurance.
10. Signatures: having read the terms of this agreement outlined herein, the parties hereby set
forth their signatures.
_______________________________
MFDA
Date
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Appendix C
Frequently Asked Questions (FAQs) for Phase I
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1. Q: As a grower, will I purchase crop insurance from MFDA, or from my crop insurance
agent?
A: Growers will purchase multi-peril crop insurance (as administered by USDARMA) through their crop insurance agent. This is a familiar process for growers.
2. Q: If I purchase crop insurance from my crop insurance agent, then what type of
coverage is MFDA actually providing?
A: Federally reinsured crop insurance does not cover all risk. Man-made losses
such as fire and intentional flooding are not covered. MFDA is providing
coverage as an endorsement to the RMA policy by stating that if MFDA induces
flooding in the retention area that causes crop loss, MFDA will pay the grower for
the loss.
3. Q: If I have a crop loss, who adjusts the loss?
A: Growers that experience crop loss due to an MFDA induced flood event would
notify their crop insurance agent of the loss and request adjustment for the loss.
The same adjuster who would work your claim for a traditional crop loss will
also make determinations for the MFDA induced loss.
4. Q: When loss adjustment is complete and the value of crop loss is determined, who pays
for the loss?
A: Once the value of the crop loss is determined, the claim can be submitted to
MFDA for payment. MFDA will also compensate your insurance company for the
cost of loss adjustment.
5. Q: As a grower, what guarantee do I have that MFDA will pay the claim?
A: MFDA will implement a written agreement with each grower that outlines the
responsibilities of both parties in the event of a crop loss and how MFDA will pay
for the loss if the loss is caused by MFDA actions.
6. Q: Who pays the crop insurance premium?
A: The grower will pay the crop insurance premium as per the normal farming
business practice of the grower. MFDA will retain all the risk associated with
paying any claims related to operation of the diversion project.
7. Q: Will MFDA notify me if they are planning to operate the project and induce a flooding
event that could cause crop loss?
A: Yes. MFDA will have procedures to provide timely communications to
growers regarding flood events that impact crop production and which may result
in crop loss.
8. Q: Is MFDA offering separate supplemental crop insurance coverage for crop loss caused
by MFDA induced flooding?
A: Yes, MFDA is agreeing to cover crop losses due to man-made flooding that is
otherwise not covered within the FCIC / USDA-RMA crop insurance system. By
agreeing to provide compensation (indemnification) to growers for this otherwise
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uninsured loss, MFDA is, in effect, providing coverage as an endorsement to the
existing FCIC / USDA-RMA insurance products.
9. Q: Will all of my crops be covered by MFDA in the event of an MFDA flooding event
that causes crop loss?
A: Those crops for which the grower has purchased crop insurance through their
crop insurance agent will be covered by MFDA induced flooding events that
cause crop loss. At the time of this reporting, all crops grown in the affected area
are offered Federal Crop Insurance.

Use or disclosure of information or data
contained on this sheet is subject to the
restrictions on the title page of this document.

C2

Proprietary Property of Watts & Associates, Inc.
Copyright © 2020 Watts & Associates, Inc. All Rights Reserved.

Appendix D
Loss Example as Applied to MFDA Single Peril (Flood) Loss
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Following is an example of the process that a grower would experience in obtaining
compensation for a loss due to flooding caused by MFDA actions. The Federal Crop Insurance
System has many types of insurance products (e.g. yield protection, revenue protection, and
margin protection) and insurance levels from which growers can choose. The example provided
is for illustration purposes only, as a myriad of potential loss scenarios exist that are too
numerous to demonstrate.
A grower produces 100 acres of corn in the MFDA retention area near the embankment. The
grower purchased multi-peril crop insurance from his or her crop insurance agent in accordance
with USDA-RMA procedures. The grower has a proven yield of 150 bushels per acre (this is
based upon yield data the grower provides to their insurance agent, which in turn is provided to
USDA-RMA). The grower purchases yield protection (YP) insurance at the 75 percent coverage
level (which implies at 25 percent deductible). The grower has a price election of $2.50 per
bushel for corn in Cass County (price data is provided by USDA-RMA). The grower has 100
percent interest in the corn production (i.e. he or she receives the total revenue).
Due to a flooding event caused by MFDA during the Summer Crop Loss program, the grower
experiences a 100 percent crop loss. The grower contacts his or her crop insurance agent to
report the loss, and the crop insurance agent contacts the loss adjuster to implement the
adjustment procedure for determination of loss. The loss adjuster utilizes USDA-RMA loss
adjustment procedures and determines that the loss is 100 percent.
The first step in calculating the loss is determining the production guarantee. The production
guarantee is the maximum amount of indemnity the grower would receive (less any harvestable
production and the deductible). In this example, the guarantee is calculated as follows:
Bushels per acre proven yield x acres produced x coverage level = production guarantee
150 bu/ac x 100 acres x 0.75 coverage = 11,250 bushels production guarantee
Since the grower experienced a 100% crop loss, the indemnity is calculated as follows:
11,250 bushel guarantee x $2.50 per bushel price election = $28,125.00 indemnity.
Since the grower has 100% interest (share) in the corn production, the indemnity is $28,125.00.
The loss was caused by flooding which was induced by actions of MFDA. Man-made flooding
is not an insurable peril in multi-peril crop insurance. However, the written agreement between
MFDA and the grower states that MFDA is responsible for the crop loss and thus will
compensate the grower for the loss ($28,125.00 in this example).
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Appendix E
Example/Draft Grower Presentation
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