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SUMMARY OF CHANGES/CONTROL CHART

The following list contains significant changes to this handbook, as determined by us. It may not
represent all changes made. All changes made to this handbook are applicable regardless of whether
or not listed.

Major Changes: Highlight identifies changes or additions in the text. Three stars (***) identify where
information has been removed.

FCIC-25010 issued February 2006

1. Throughout the handbook: (1) revised insurance provider to AIP; revised
FCIC-approved forms and procedures to meeting FCIC-issued form
standards or FCIC-issued handbook standards; and (3) removed identifier
of text pertaining to the crops/counties having a contract change date of
8/31/2004 or later, and removed identifier and text pertaining to
crop/counties with a contract change date prior to 8/31/2004.

2. PAR.2E Added that Exhibit 2 specifies whether the crops listed are in effect for the
2006 or 2007 crop year since these procedures are effective for both crop
years upon the issuance of this handbook.

3. PAR.3D Added the following two items to crop insurance document precedence -
administrative regulations and interpretation of procedures.

4 PAR. 7 | Moved information from PAR. 8 (17) to here and incorporated MGR-05-019,
Guidance Regarding Conflicts of Interest During Loss Adjustment.

5. PAR.8B Added to adjuster responsibilities that adjusters must document information
as specified in this handbook, other forms of issuance approved by RMA’s
PDD or R&D, or RMA Manager’s Bulletins.

6. PAR.11C Revised to be in agreement with the same information in the 2006 Crop
Insurance Handbook.

7. PAR.11D Added when it is permitted to have other insurance covering the same
perils.

8. PAR.12A Clarified that if a producer’s debt is paid after the Sales Closing Date for a

crop, the producer is not eligible for crop insurance for the crop until the
next crop year.
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SUMMARY OF CHANGES/CONTROL CHART (Continued)

9. PAR.13C

10. PAR.13H (1)
and (2)

11. PAR.13H (3)

12. PAR.14 A (4)

13. PAR.14 D (1)-(3)

14. PAR.14E (2)

15. PAR.14 E (9)

16. PAR.14 E (11) (c)

17. PAR.14 E (13)

18. PAR. 14 E (15) (b)

19. PAR.21A(2)

20. PAR.21 (D) (1)
and (2)

21. PAR.21D (5)

22. PAR.25A (f)

FEBRUARY 2006

Added another example of a lease agreement. This type of lease
agreement contains a flexible share arrangement.

Added that married couples are considered to be a spousal entity/married

individual and are only allowed one contract. The only exception to this is

when the spouses are legally separated or separate under State law. This
is consistent with the changes in the 2006 Crop Insurance Handbook.

Revised to show how it is handled when it is verified that spouses are
legally separated or separate under State law or when it is verified that they
are not legally separated or separate under State law.

Added procedures, consistent with the 2006 Crop Insurance Handbook,
about change in entity status as it relates to whether the change happened
before or after insurance attached.

Updated SBI procedures to be consistent with the 2006 Crop Insurance
Handbook.

Updated Individual Entity for Spouses to be consistent with the 2006 Crop
Insurance Handbook.

Added the same verbiage as in the 2006 Crop Insurance Handbook
regarding how coverage is affected, depending when the death, declaration
of incompentency, withdrawal of a partner or termination of partnership
occurred. Also, referenced reader to PAR. 132 for documentation
instructions when this is discovered during loss adjustment.

Added information, consistent with the 2006 Crop Insurance Handbook,
about joint ventures and affect on coverage upon death or withdrawal of one
of the parties. Also, referenced reader to PAR. 132 for documentation
instructions when this is discovered during loss adjustment.

Added information consistent with the 2006 Crop Insurance Handbook
regarding Revocable Trusts.

Broke into subparagraphs (to be consistent with the 2006 Crop Insurance
Handbook) to provide specific information pertaining to state-owned,
county-owned, city-owned, and public school type entities.

Provided the same information as in the Prevented Planting Handbook
about reasons separate line entries are required on the acreage report.

Clarified how misreported acreage information provisions do and do not
apply to planted and prevented planting acres, consistent with
MGR-05-028.

Added clarification about when misreported information provisions apply
versus when the voidance provisions apply, consistent with R&D-05-028.

Updated information about Good Farming Practice determinations.
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23. PAR. 26 Referenced reader to PAR. 7 | for information pertaining to conflict of
interest as it relates to Power of Attorneys.

24. PAR.28B Added more information on revised acreage reports as it relates to
prevented planting.

25. PAR. 28 C (3) Added (the same information as in the 2006 Crop Insurance Handbook) for
policies having CAT coverage, that unless a person with an insurable
interest objects in writing, the operator may file/sign the acreage reports
(including revised acreage reports.)

26. PAR.29 A (1) (b) Referenced reader to subparagraph (8) regarding an insured’s request
for a revised acreage report to reduce acres as it relates to no cause of loss
having occurred.

27. PAR.29 A (2) Clarified what can and cannot be revised on a prevented planting acreage
report, consistent with MGR-05-028.

28. PAR.29B Clarified for these situations, the MIF and LAF apply only to misreported
information on the revised acreage report, not the initial acreage report.

29. PAR.29B (3) Added information about when a revision is needed because of a
misreported type or variety.

30. PAR.29B (8) Clarified that: (1) No cause of loss can have occurred at the time the
insured requests a decrease in reported acres; (2) The unit for which the
insured requested a decrease in acres requires measured acres, and all
other units for the crop require acceptable determined acres, as defined in
PAR. 80; and (3) The insured’s request for reduction in acres is not the
same as downward revisions that occur during claim processing for
premium purposes.

31. PAR.29E Added information consistent with R&D-05-028, and clarified RMA’s position
on acreage measurements from measurement service firms owned or
operated by a sales agent, or a firm in which the sales agent is affiliated.

32. PAR.29H Cross referenced subparagraphs related to this subparagraph on
misreported information.

33. PAR. 31 A (14) Added a revised acreage report example of misreported information when
all the acres of a crop unit are reported as planted but some of them were
not, and then subsequently the unplanted acres are prevented from planting
prior to or during the late planting period, if applicable.

34. PAR. 37 Added that for additional coverage polices and when permitted by the
policy, coverage by written agreement for unrated farming practices may be
requested and approved.

35. PAR. 39 Updated Summerfallow Practice to be consistent with the 2006 Crop
Insurance Handbook.
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36. PAR.40A (4) Added that failure of the irrigation supply is not covered when the insured
transfers his/her water rights, even if to another entity in which the insured is
affiliated.

37. PAR.40A (5) Added insureds are not expected to take extraordinary measures or money
to modify their irrigation facilities when the water level of the surface-water
irrigation source (e.g., river) has decreased due to an insured cause of loss
to the point the insured cannot deliver adequate irrigation water to the crop.

38. PAR.43 A (3) Clarified that this includes insureds who are exempt from the National
Organic Program requirement to have an organic certification in order to sell
their commodity as organic.

39. PAR.43 A (6) Added “suspended” certification.

40. PAR. 43 C (6) Added the option codes with which the certified organic acres and
transitional acres are identified for all crops except rice, and for 2006 rice,
added the respective organic practice codes. Explained these codes are
used to determine the separate premium rates and develop separate APH
databases for the transitional and certified organic acreage.

41. PAR.49D (4) Made correction in number of years wheat was planted in the last paragraph
in the table.
42. PAR.52 A (2) Clarified first/second crop codes to be entered on the claim form are not

applicable to replant claims.

43. PAR.52D Clarified separate line entries required on claim form for production from
first and second crop acreages.

44. PAR.55D (2) Clarified by adding the word “same” in the paragraph underneath the

(c)1 illustration.
45. PAR. 55G Added that written unit agreements do not transfer to a new AIP and would
require a new written agreement to be executed through the new AIP.
46. PAR.551(2) Updated Enterprise Unit Determination and Whole Farm Unit Determination
and (3) procedures to agree with the 2006 Crop Insurance Handbook and policy
provisions.
47. PAR.64 B (4) Clarified that if an Earliest Planting Date for the crop/county is not listed in
(a)2 the Special Provisions, the Earliest Planting Date provision is not applicable.

48. PAR.64 B (4) (c) Added that if crop damage is due to hail, blowing sandy soils, frost, or
freeze, the appraisal for replant qualification must be deferred as stated in
PAR. 85 C.

49. PAR.64 C (2) Added if damage is due to hail, blowing sandy soils, frost, or freeze, the
(a) 4 insured must defer making an estimate of the damaged crop yield for the
length of time stated in PAR. 85 C, and AIPs must not approve release of
acreage to replant until this time has elapsed.
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50. PAR.67 K Added this subparagraph stating that anytime a loss adjustment inspection
has been done resulting in the claim being denied by the AIP, thus resulting
in no indemnity payment, a PW must be completed with at least the
information listed, including the new stage code “DC.” The “DC” stage code
identifies this as a denied claim, and this information must be transmitted
through the Data Acceptance System.

51. PAR.67L (1) Added “adjusted” to amount of harvested production and defined “adjusted”
(a) and (b) amount of harvested production.
52. PAR. 69 Revised so that it is clear that the Delayed Notice and Delayed claim

procedures agree with the 2005 Basic Provisions and deleted language that
was only appropriate for crops under the 2004 Basic Provisions.

53. PAR.74D (2) Added that when there are insured shareholders involved,
approval/rejection determinations are made independently of one another
based on each policyholder’s individual yield upon which the per-acre
guarantee or amount of insurance is based.

54. PAR.74E (2) Clarified that when an insured timely reports zero acres for the crop when
there were actual planted acres, this is considered an unreported unit(s).
However, under this situation, there are no reported units; therefore, the
units that pass the crop inspection may be added and the ones that do not
pass will not be added. However, any production from the rejected
unreported units will be prorated to the units added.

55. PAR.76 A Added that coverage of insured causes of loss must be due to drought,
flood, or other natural disasters (as determined by the Secretary of
Agriculture).

56. PAR.76B Added what causes of loss apply to the term "adverse weather.” This
information is consistent with the list stated in Appendix Il of the SRA.

57. PAR.80B (2) Clarified how acreage measurements made by a measurement service firm
owned or operated by a sales agent, or in which a sales agent is affiliated is
treated for loss adjustment purposes.

58. PAR. 80B (4) Added what happens when the insured fails to provide measurement from
the measurement service to the AlIP.

59. PAR.80E Added “acreage has been measured by a measurement service that the
agent owns, operates, or in which the agent is affiliated.”

60. PAR.80G Added: (1) how to make land-acre measurements of perennial crops, (2)
when to make tree/vine/bush acreage determinations rather than land
measurements, and (3) reference to Exhibit 19 for instructions on making
tree/vine/bush determinations.

61. PAR. 82 Added information about skip-row planting and FSA Percent Planted factor
that is general for crops other than cotton.
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62. PAR.85F Clarified the appraised acreage from which the appraisal was based on a
harvested representative sample, is recorded on the claim form with stage
code “UH,” not “H.” This is because the appraised acreage is NOT
harvested.

63. PAR.85J Revised to state that all appraisals that have zero potential yield, regardless
of the reason of the zero potential, must be thoroughly documented with
appraisals, photographs and/or videos, etc.

64. PAR.91F Added verification instructions to be used when production was sold directly
to end-user or other producers.

65. PAR.96 A Clarified that the adjusted production, inclusive of adjustments for quality is
used for indemnity and APH purposes.

66. PAR.96 B Clarified that only the adjusted or disinterested third party can submit
samples.

67. PAR.96 H (5) Added that transportation costs must be usual, reasonable, and customary.

68. PAR. 96 H (6) Updated factors in Examples 1 and 2 to agree with factors in the 2006

Special Provisions.

69. PAR.98 A (2) Added for the FM% entry (item K1) on the Production Worksheet to use the
instructions in this paragraph.

70. PAR.101A Added information on test weight for sold production.

71. PAR.101F (3) Added that for crops for which the combination test weight/pack factor is
applicable, the test weight/pack factor is used only when the grain is whole
shelled or thrashed grain. The combination test weight/pack factor IS NOT
used when the crop is ear corn, or the grain is cracked, ground, or is
otherwise not whole grain; however, the test-weight factor is used.

72. PAR.102D Updated sample requirements for mycotoxin infected production.

73. PAR. 102 G (3) Clarified that samples cannot be submitted by the insured.

74. PAR. 102 Reworded to clarify text and examples for discrepancy of lab results of
mycotoxin tests from an approved lab and an unapproved lab used by the
buyer.

75. PAR. 102K (1) Revised to indicate when insureds may make an offer for the mycotoxin

(e) and (f) infected production when no market can be found to buy the production.

76. PAR. 102 N (3) Clarified that Example 1 contains the current FDA aflatoxin action levels for
corn and these action levels are subject to change.

77. PAR.102 N (4) Inserted language from Section 15 J of the 2005 Basic Provisions regarding
required destruction of production containing levels of a substance, or
having a condition, that is injurious to human or animal health in excess of
the maximum amounts allowed by FDA, other public health organizations of
the United States or an agency of the applicable State.
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SUMMARY OF CHANGES/CONTROL CHART (Continued)

78. PAR. 104 A (1)
79. PAR. 104 (4)
80. PAR.105B

81. PAR.105C

82. PAR.105D

83. PAR.105E

84. PAR.110D (4)
85. PAR.111A (8) (c)
86. PAR. 116

87. PAR.124E

88. PAR.124F (2)
FEBRUARY 2006

Clarified that a summary record of weight tickets is not acceptable. Each
individual weight ticket for each load must be available.

Added that the adjuster’s inspection and verification of production in each
storage structure must be documented and filed in the insured’s claim file.

Revised procedure to allow AlPs to authorize insureds to use this procedure
without having to provide authorization in writing on a case-by-case basis.
However, authorization cannot be provided: (1) if the AIP suspects the
insured will not follow these procedures or suspects the insured will
misrepresent the production from each unit or from uninsured and insured
acreage, if applicable, (2) when it is suspected that the production contains
mycotoxins, and (3) when all requirements have not been met.

Added that if prior year’s production is in the bin and the insured has filed a
notice of loss for the crop, the AIP will measure any previous year’s
production in the storage structures when the insured requests the AIP
measure the production.

Retitled paragraph to show this as insured’s instructions and added that
load records must be contemporaneous and provided definition of
contemporaneous. Also, added that weight tickets will be used as long as
they are acceptable to the AIP.

Retitled paragraph. Revised to indicate the adjuster must verify: (1)
whether log of load records appears to be contemporaneous; and (2) the
amount of production from load records or the combine monitor records for
each unit against the total production in the storage structure, and if the
production is not the same, the production must be prorated as stated in this
subparagraph.

Moved square-footage of floor space calculation that is used to determine
the correct pack factor, from PAR. 111 to here. Also added: (1) when the
structure has to be broken down into component parts the square footage of
floor space is the total of all component parts, and (2) instructions on what
part of the inverted cone, semi-hopper, gravity wagon, or other component
part is to be measured to determine the square footage of floor space.

Added extra calculation sub-step for Popcorn due to change in calculation
sequence in Popcorn Loss Adjustment Handbook.

Deleted “*” which references the footnote at bottom of the page for ear and
shelled popcorn and for sweet potatoes since it is no longer applicable.
Changed the footnote from “*” to “Y” and the other footnote from “**” to “?”.
Added reference to MGR-05-018 for information about how to request
procedural interpretations as provided in subpart X of the Federal Crop
insurance regulations.

Added information from MGR-05-010 regarding Good Farming Practice
decisions made by AlPs.
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89. PAR. 1251 Referenced MGR-05-009 and MGR-05-009.1, which contains the
procedures for Large Claim Reviews.

90. PAR.126 B Added that if AIP is satisfied the insured has complied with PAR. 105
instructions, the procedures for commingled production in C do not apply,
unless the insured was not approved by the AIP to use these instructions.

91. PAR.128 A (1) Added that if a disease resistant variety exists for a disease that agriculture
experts in the local rear are recommending be planted and the insured does
not, the disease is not considered to be an avoidable cause of loss, even in
the first year.

92. PAR.131A (1) Added in: (1) subparagraph (a) that under the provisions of misreported
information current or prior year’s claims would have to be corrected; and
(2) subparagraph (f) that if insured submits measurements from a
measurement service to AIP after settlement of claim, the $250 tolerance
for corrected claims apply.

93. PAR.132A (1) Clarified when insurance attaches for annually planted crops and for
perennial crops. Also, added information regarding withdrawal of a partner
or termination of a partnership.

94. PAR.132B Added clarification for when insurance attaches for annually planted crops
and for perennial crops. Also, added information regarding withdrawal of a
partner or termination of a partnership. Added that if applicable, a
Successor-in-Interest application can be taken for qualified applicants to
maintain continuity or to preserve any favorable insurance experience,
premium discounts, and APH history.

95. PAR.137C Added “AUP cotton” in subparagraph (1), and in subparagraph (d), for quota
tobacco, changed “per-acre amount of insurance” to “per-acre guarantee.”

96. Exhibit 1 Revised and added definitions.

97. Exhibit 2 Updated with current information for 2006 crop year (2007 if applicable for
the crop).

98. Exhibit4 Deleted processing cucumbers and winter squash since these programs

were terminated, effective with the 2006 crop year. Added standard weight
for popcorn, added “tons” for sorghum silage, and added dollars after crates
for California raspberries/blackberries.

99. Exhibit5 Updated to agree with the 2006 Crop Insurance Handbook.

100. Exhibit 15 Added requirement for Privacy Act Statement and Nondiscrimination
Statement and Form Number.

101. Exhibit 16 Updated with current Nondiscrimination Statement.

102. Exhibit 19 Added instructions for determining tree/vine/bush acres.

103. Exhibit 20 Updated Index.
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CONTROL CHART FOR: LOSS ADJUSTMENT MANUAL STANDARDS HANDBOOK

SC TC Text
Page(s) | Page(s) | Page(s) Exhibits Date Directive Number

Remove | ENTIRE HANDBOOK

Current 1-10 1-8 1-312 1(313-336) 2-2006 FCIC-25010

Index 2(337-346 2-2006 FCIC-25010
3(347-349) 2-2006 FCIC-25010
4(350-352) 2-2006 FCIC-25010
5(353-354) 2-2006 FCIC-25010
6(355-356) 2-2006 FCIC-25010
7(357) 2-2006 FCIC-25010
8(358) 2-2006 FCIC-25010
9(359-360) 2-2006 FCIC-25010
10(361-362) 2-2006 FCIC-25010
11(363-366) 2-2006 FCIC-25010
12(367-371) 2-2006 FCIC-25010
13(372) 2-2006 FCIC-25010
14(373-381) 2-2006 FCIC-25010
15(382-384) 2-2006 FCIC-25010
16(385-388) 2-2006 FCIC-25010
17(389-391) 2-2006 FCIC-25010
18(392) 2-2006 FCIC-25010
19(393-397) 2-2006 FCIC-25010
20 (398-408) | 2-2006 FCIC-25010
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PART 1 GENERAL INFORMATION

1 PURPOSE

A

This handbook is the official publication of the Risk Management Agency (RMA) for all
levels of insurance provided under the Multiple Peril Crop Insurance (MPCI) program.
MPCI refers to the Multiple Peril Crop Insurance policies available under the Federal
crop insurance program and written by Private Insurance Companies reinsured
(hereafter called AlIPs) by Federal Crop Insurance Corporation (FCIC). If an AIP is
audited by a government agency or is selected for an RMA compliance review, the
applicable procedure in this FCIC-issued handbook will be the basis for all
determinations.

This handbook identifies the general loss adjustment (not crop-specific) standards
(requirements) for adjusting Multiple Peril Crop Insurance (MPCI) losses in a uniform and
timely manner and standards for completing policy-related reviews for the crop year; e.g.,
acreage report reviews, growing season inspections, etc. These standards are to be
used with the crop-specific standards for loss adjustment identified in the various Crop
Loss Adjustment Handbooks (e.g., Almond Loss Adjustment Handbook) and Prevented
Planting Handbook, when applicable. This handbook also contains requirements
that are not adjuster specific, but are an overall part of the loss adjustment
process for which the AIP (rather than the adjuster) is responsible; e.g.,
procedural standards for requesting appraisal deviations and modifications, etc.

2 SPECIAL INSTRUCTIONS

A

Titles

Specific titles of AIPs’ approving officials for which certain events, function, etc., would
require the approving official’s approval are not indicated in this handbook. However, for
specific events, functions, etc., that require FCIC approval, titles of approving offices (or
officials) are stated.

Forms and Specific Entry Instructions

(1) Forms. AIP forms must meet the standards stated in the Document and
Supplemental Standards Handbook (DSSH), FCIC-24040. As stated in the
FCIC-24040, the loss adjustment forms shown in the LAM and the individual crop
handbooks serve as the form standards for these forms. The Privacy Act
Statement and the Nondiscrimination Statement must be utilized as stated in the
in the FCIC-24040. The current Privacy Act Statement can be found in the FCIC-
24040. Until the FCIC-24040 is updated, the current Non-discrimination
Statement can be found by clicking “Non-discrimination Statement” at the bottom
of the RMA Home Page at www.rma.usda.gov. Any changes to the forms shown
in updated FCIC LAM standards or FCIC crop handbook standards require the
same changes on AIP forms or trade-association-developed forms used by AlPs.

(2) Where instructions in the FCIC-issued loss adjustment standards handbooks
(procedures) are not entry-specific to the loss adjustment forms used by AlPs,
AlIPs may update entry instructions in this handbook or crop handbooks to
correlate with the specific item number on their loss form.
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Procedures

The Standard Reinsurance Agreement (SRA) states that “procedures mean the
applicable handbooks, manuals, bulletins, memorandums or other directives issued by
FCIC related to the eligible crop insurance contract and the Agreement.” (Procedures
issued by FCIC means issued by the Risk Management Agency (RMA) for FCIC.)
Section IV. F 1 b. of the SRA states: “Companies must use contracts, standards,
procedures, methods, and instructions as authorized by FCIC in the sale and service of
eligible crop insurance contracts.” Any FCIC—issued procedures take effect on the
approval date of the procedure. For handbooks, the approval date is always found at the
top of the SC 1 page.

ltems/provisions or plans of insurance not applicable to Catastrophic Risk Protection
(CAT) coverage:

(1) Written agreements.

(2) Hail-fire exclusion (also not applicable if additional coverage is less than 65/100
or equivalent coverage).

(3) High-risk land exclusion.

(4) Options or endorsements that extend coverage under the crop policy; (Examples
of options/endorsements that extend coverage and those that do not, are as
follows: (1) The Potato Quality Option extends the coverage from what is found
in the crop policy by providing for loss of production due to quality; (2) The
Sorghum Silage Endorsement does not extend coverage, it sets up coverage;
and (3) The Frost Protection Option does not extend coverage, it reduces the
premium because the frost protection provided by the insured reduces the risk of
loss.)

(5) Replanting payments.

(6) Optional units.

(7) Crop Revenue Coverage.

(8) Revenue Assurance.

(9) Adjusted Gross Revenue (AGR) and AGR-Lite.

(10)  Group Risk Income Protection.

Definitions, Codes, and Units of Measure

(1) Exhibit 1 contains definitions.

(2) Exhibit 2 contains crop names and codes and other policy information by crop.
Exhibit 2 also specifies, for the purpose of these procedures, whether the crop
listed is for the 2006 or 2007 crop year.

(3) Exhibit 3 contains cause of loss names and codes; and

(4) Exhibit 4 contains units of measure, by crop.
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3 OPERATING POLICY

A

Requlations or Procedural Conflict

If there is a conflict between any FCIC-issued regulations, provisions, or procedures, the
order of precedence is listed in PAR. 3 D. All FCIC regulations, provisions, procedures
and interpretations of FCIC regulations, provisions, and procedures issued by RMA listed
in PAR. 3 D take precedence over policy provisions, procedures or any clarification,
interpretation of policy provisions or procedures or other materials distributed by an
association or AlP.

Procedural Questions

Questions regarding responsibilities or loss adjustment procedures are to be directed
first to the AIP, then through appropriate channels (through the AIP) to the RMA’s
Product Development Division. For disputes involving procedure interpretations, refer to
PAR. 124 E.

These Standards Remain in Effect Until Superseded

The issuance of an entire handbook will replace a previous handbook. Handbook
slipsheets, Final Agency Determinations, or RMA Manager's Bulletins that change any
part of this handbook will supersede that part of the handbook. AlPs may find it
necessary to provide additional internal guidelines or procedures for their loss
adjustment functions, such as where completed loss forms are forwarded, specifying
specific form numbers and item numbers, etc. Additional guidelines or procedures must
comply with FCIC issued regulations, standards, and procedures.

Crop Insurance Document Precedence

The most important document is listed first with the order of precedence being listed from
top to bottom.

1 Federal Crop Insurance Act, as amended (7 U.S. C. 1501 et seq.) (Act)
(2) The Catastrophic Risk Protection Endorsement, as applicable
(3) Written Agreement

(4) The Special Provisions and other actuarial documents (Refer to PAR. 35 for order
precedence of actuarial documents.)

(5) Crop Endorsement/Options

(6) Crop Provisions

(7) Common Crop Insurance Policy (Basic Provisions)
(8) Administrative Regulations (7 CFR part 400)

(9) Final Agency Determinations

(10) Manager’s Bulletins

(11)  Crop Insurance Handbook and other applicable Underwriting Guides
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(12)  Loss Adjustment Manual

(13) Crop Loss Adjustment Standards Handbooks

(14) Interpretations of Procedures (MGR-05-018)

(15) R&D Informational Memorandums

(16)  Informational Memorandums
EXAMPLE: (1) is the Act, (2)-(7) are provisions ((9) is interpretation of the Act or provisions),
(10)-(13) are procedures (information), (14) is interpretation of procedures, and (15)-(16) is

information.

4 ABBREVIATIONS OR ACRONYMS

AlIP Approved Insurance Provider

ARD Acreage Reporting Date

APH Actual Production History

AD Actuarial Documents

AGR Adjusted Gross Revenue

CAT Catastrophic Risk Protection

CCD Contract Change Date

CIH Crop Insurance Handbook

CES Cooperative Extension Service (State and County Offices under CSREES)
CFO Compliance Field Office (of Risk Management Agency)
CSREES Cooperative State Research, Education, and Extension Service
DF Discount Factor

EIN Employer's Identification Number

FAC Following Another Crop

FCIC Federal Crop Insurance Corporation

FSA Farm Service Agency

FSN Farm Serial Number

FCI-35 Coverage and Rate Table

FGIS Federal Grain Inspection Service (of GIPSA)

FM Foreign Material

GIPSA Grain Inspection, Packers, and Stockyards Administration
GRP Group Risk Plan

H Harvest

LAC Loss Adjustment Contractor

LAF Liability Adjustment Factor

LAM Loss Adjustment Manual

LASH Loss Adjustment Standards Handbook (any of the individual crop LASHS)
LPP Late Planting Period

MI Misreported Information

MIF Misreported Information Factor

MPCI Multiple Peril Crop Insurance

NAP Non-Insured Assistance Program

NFAC Not Following Another Crop

NRCS Natural Resources Conservation Service

PAR Paragraph

PDD Product Development Division (of Risk Management Agency)
PP Prevented Planting

PW Production Worksheet (claim form)

QAF Quality Adjustment Factor
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R&D
RIV
RMA
RMSD
RO
SCD
SBI
SRA
SSN
TIN
UH
USDA
USWA

Research and Development (of Risk Management Agency)
Reduction In Value

Risk Management Agency

Risk Management Services Division (of Risk Management Agency)
Regional Office (of Risk Management Agency)

Sales Closing Date

Substantial Beneficial Interest

Standard Reinsurance Agreement

Social Security Number

Tax Identification Number

Unharvested

United States Department of Agriculture

United States Warehouse Act

5 DOCUMENTS/PROCEDURES

A What Can Be Used. Refer to paragraph 2 B and C above for forms and procedures.

Other than company name and policy number, policies issued by companies must be
exactly as those published in the Federal Register, and thereafter published in the Code
of Federal Regulations.

B Documents and Procedures. Forms (and/or data processed from forms) and manuals

necessary for loss adjustment include, but are not limited to:

(1)

(2)

3)
(4)
®)

(6)
(7)
(8)

Data from accepted applications and acreage reports. This data would include,
(but is not limited to) the following: insured’s name as accepted on the
application, authorized representative, price election, level of coverage, SSN or
EIN, approved APH yields, acres, types, practices, shares, etc., reported for the
crop;

Crop insurance policy (basic provisions, crop provisions, applicable
endorsements or options, and Special Provisions) applicable to the inspection;

Actuarial documents;

RMA Manager’s Bulletins and Informational Memorandums;

FCIC-25010, LAM;

Due to the nature of some insurance products such as livestock, certain revenue
products, etc., there may be other issuances of underwriting guidelines
(procedures) or general loss adjustment procedures, specific to those insurance
products, that contain procedures used in lieu of all or parts of the LAM.

Specific crop LASH;

Notice of Prevented Planting or Notice of Damage or Loss; and

Forms (or data from forms) meeting FCIC-issued form standards (refer to PAR. 2

B) applicable to the type of inspection and crop(s) being inspected; e.g., appraisal
worksheets, Certification Form, claim forms, etc.

6 FCIC’s RMA PRODUCT DEVELOPMENT DIVISION RESPONSIBILITIES

A Standards. Establish, issue, and maintain the minimum loss adjustment standards.
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B Form Standards. Establish, issue, and maintain (including completion instructions) form

standards to be used by the AIP’s. Also, refer to PAR. 2 B.

C  Guidance/Clarification. Provide guidance and clarifications.

7 AIP RESPONSIBILITIES

AIP responsibilities include (but are not limited to) the following:

A Administering the loss adjustment procedures. The AIP is responsible for all loss

adjustment responsibilities outlined in this handbook whether the requirement is
performed by a contracted adjuster, employed adjuster, or other AIP employee. The AIP
and other parties involved with FCIC's Multiple Peril Crop Insurance program are to
administer general loss adjustment in accordance with the procedures (requirements)
provided in this handbook and in conjunction with the following issuances:

(1)

(2)

3)

(4)

®)

(6)

(7)

FCIC-issued crop handbooks (including the Prevented Planting Handbook) and
FCIC-issued Underwriting Guides (handbooks);

Appendix IV of the Standard Reinsurance Agreement for AIPs to meet the
minimum guidelines, procedures and performance standards that FCIC expects
to be used in training agents and adjusters; and quality assurance functions.

FCIC-Appendix Il handbook (formerly FCIC-M13 (Data Acceptance System
Handbook) for data elements, data requirements, and edits;

FCIC-24020 (Written Agreement Handbook (WAH)) for written agreement
standards.

FCIC-18010 (Crop Insurance Handbook (CIH)) for general underwriting
standards and APH standards and guidelines;

Any Final Agency Determinations, RMA Manager's Bulletins, or FCIC-issued
handbook slipsheets that supersede any portion of this handbook or crop LASHS;
and

Applicable policies, basic provisions, crop provisions, applicable actuarial
documents (including the Special Provisions), applicable options or
endorsements, and applicable approved written agreements that are in effect for
the crop policy being inspected.

B Compliance/lmplementation

(1)

(2)

Comply with and implement the loss adjustment standards (requirements) and
loss-related form standards and form completion instructions (requirements)
established by FCIC, through FCIC loss adjustment handbook standards and/or
the Document and Supplemental Standards Handbook issued by RMA'’s Product
Development Division, or as otherwise specified in writing by FCIC; and

Comply with all other requirements issued by FCIC in the administration of
contracts between the company and FCIC.

C Ensure that all documentation, determinations, and calculations are completed as

specified in the FCIC-issued LAM, crop LASHSs, and any other applicable FCIC
issuances.
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D Input. Provide input to FCIC regarding the loss adjustment standards.

E Advise. Advise RMA’s Product Development Division of impending situations, which
may necessitate the development of procedures, form standards, or calculations that are
different than those identified in the standards issued by FCIC.

F Documents/Procedures. Provide the adjuster with the insurance contract forms (or data
from the processed forms) and procedures identified in PAR. 5.

G Determinations and/or Verifications. In addition to the responsibilities identified in this
handbook, determine or verify whether crop-specific contract provisions or requirements
(identified in the crop handbooks) apply to the insured, and if so, whether they have been
complied with by the insured.

H Loss Adjustment Equipment. Assure that the adjuster has necessary equipment, is
trained in its operation, and that such equipment is in proper working order to perform
loss adjustment duties.

| Conflict of Interest. Assure that there is no adjuster conflict of interest involved, as
follows:

(1) AlPs and their service providers shall not permit any person involved in the loss
adjustment determination or verification required to complete a claim, or the
determination or verification of a cause of loss, to adjust a loss for:

(@) Aninsured with whom they have a business, financial or legal relationship
(Business, financial and legal interest include but are not limited to lending
money, custom farming, leasing land or other property, selling other goods
or services besides insurance, or activities of a similar nature);

(b) Aninsured or a person with a substantial beneficial interest in the insured,
whose eligible crop insurance contract was sold by a relative of the person;
or

(c) Arelative of the person. Refer to Exhibit 1 for the definition of “relative.”

(2) AlPs shall not permit their sales agents, agency employees, sales supervisors, or
any relative of its sales agent, agency employee or sales supervisor, to be
involved in loss adjustment activities in a county or adjoining county where the
sales agent, agency employee or sales supervisor performs sales functions
(except receipt and transfer to the AIP of a notice of loss).

(@) Loss adjustment activities are any activities outlined in this handbook, of
which the persons listed in (2) are prohibited from doing, unless otherwise
stated in this handbook. Loss adjustment activities would also include any
revisions or additions to the contents of this handbook via Manager’'s
Bulletins.

(b) Simplified Claims. Procedures for simplified claims are currently contained
in Manager’s Bulletins. Under a simplified claims process, sales agents
perform certain tasks that otherwise are reserved for adjusters in
accordance with procedures established by RMA. Refer to the related
Manager’s Bulletins.
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The agent may perform a facilitation role in the receipt and transfer of the
notice of loss, and in advising and counseling policyholders of their rights,
responsibilities, and duties under the policy. This facilitation role may occur
at any time, including before, during, and after the period of time when the
adjuster performs their exclusive duties to independently verify and validate
loss information during the loss adjustment process. However, the SRA
specifically prohibits sales agents, agency employees, sales supervisors, or
any relative (Defined in the SRA) of its sales agent, agency employee or
sales supervisor from being involved in loss adjustment activities in a county
or adjoining county where sales function are performed.

1 The prohibited activities specifically cited in the SRA, Section F. 4.
Conflict of Interests, are:

a

[on

“The supervision, control, or adjustment of a claim;”

This prohibition is specifically focused to allow adjusters to
independently perform their verification and validation duties as
set forth in Part |, PAR. 8, of this handbook in order to
independently determine the loss. Agents are prohibited from
being involved in the adjuster’s determination of the loss,
including the adjusters’ (and AIP reviewers’) sole responsibility
and role for verification and validation of loss information with
independent third parties. Verification and validation means the
adjuster (and AIP reviewer) must actually contact the third party
that provided the information, confirm the accuracy of the loss
information, and document the measures used in verification.
However, this prohibition is not intended to preempt at any time
the duty and responsibility of the agent to provide guidance and
advice to the policyholder on his/her policy options, duties, rights
and responsibilities under the policy. AlPs solely supervise and
control the loss adjustment process for a claim determination,
and are directly responsible for all loss adjustment oversight.

“Obtaining sales or production records for the purposes of loss
adjustment on behalf of the policyholder (other than simply
collecting information directly from the policyholder and providing
it to the AIP);” Activities that an agent may perform under this
section include the following:

[ Receive a notice of loss from the policyholder and transfer
it to the AlIP;

ii Provide a copy of the AlP’s official file folder, as applicable,
to the adjuster;

iii In addition to the specific requirements in the SRA, provide
the adjuster with any information provided from the
policyholder related to the loss. If the policyholder gives
certain information to the agent that normally is obtained by
the adjuster (settlement sheets, weight slips, maps, etc.),
the agent may provide such information to the adjuster.
However, the adjuster is directly responsible for the
verification and validation of the information from the third
party source of such information, just the same as the
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adjuster is to do if the information was provided by the
insured;

iv  Facilitate the adjuster’s gathering of information directly
from other parties. For example, the agent may call the
grain elevator to confirm the adjuster’s identification and
authority to collect needed information, or facilitate getting
aflatoxin test information from the producer to the adjuster;
and

v Assist the adjuster to locate the policyholder or vice versa.

However, nothing in the facilitation of such interactions or
information gathering permits activities that may allow the
agent to influence the loss adjustment process or the
adjuster and their independent determination of loss.

10

“A loss adjustment determination or verification required to
complete a claim or the determination or verification of a cause
of loss;”

In general, an agent shall not influence or coerce the
policyholder or the adjuster in the preparation or presentation of
information associated with a claim; the determination or
verification of facts or information associated with a claim, or the
determination of the cause of loss or the amount of a claim, other
than to facilitate the adjuster’s gathering of information from the
policyholder and third parties as set forth in “b” above. An agent
may not conduct the following activities since they present
opportunities for the agent to inappropriately exert influence:

[ Ride with the adjuster to the field or be present with the
adjuster during the loss inspection and related processes;

i Accompany the adjuster or AIP reviewer in their
independent verification and validation of claim information
from third parties; and

iii Offer the use of or allow an adjuster to use the agent’s or
agency’s office, computer, or other similar resources to
prepare the claim and related documentation. However,
the adjuster may use the administrative services such as
copying and faxing services, and telephone use as
necessary to facilitate the loss inspection if such services
are not available to the adjuster. (In the event of a
significant or widespread disaster or emergency with
extenuating circumstances, RMA may provide additional
procedure for handling situations or issues not covered by
this paragraph, or requiring alternative steps or processes.)

[}

“Verification of yields for the purpose of validating insurance
coverage or the guarantee;”

The independent verification of prior and current yields in the
determination of a loss on a claim is an activity reserved
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D

I—h

exclusively for the adjuster. This includes certain growing
season inspections, underwriting reviews and other pre-
acceptance inspections performed by the AIP for the purposes of
determining insurability of the crop or the amount of crop to be
insured. Therefore, an agent must not be present during such
field inspections or otherwise interact with the adjuster, AIP
reviewer (or similar AIP representative) during the field
verification process of yields. To the extent the completed
inspection documentation is in the policyholder file, the agent
can and must provide this to the adjuster.

“After a notice of loss is filed by the policyholder, advising or
assisting the policyholder in any manner regarding the
preparation of the claim and the determination of the indemnity,
including, but not limited to, whether the adjuster correctly
applied loss adjustment procedures;”

Nothing prohibits an agent from consulting with the policyholder
to explain the crop insurance policy’s terms and conditions, the
insurance business cycle and processes, and the implications of
decisions or actions that may be taken by the policyholder under
the policy. Neither the SRA nor this Bulletin prohibits such
consultation from occurring after a notice of loss is filed by the
policyholder, as long as such consultation does not include any
opinion, influence or coercion as to the facts of a claim on
policies written by the agent or the determinations of the adjuster
on that claim. Permitted advice may extend to the implications of
a pending or active claim on a first crop/second crop decision by
the policyholder, or the implications of other management
decisions on insurability or benefits under the policy. Likewise,
the agent may assist the policyholder in understanding the loss
determination and his or her options for an appeal with the AIP.
If the agent suspects that a claim has been adjusted improperly
or contains a factual error, the agent may contact the AIP’s field
supervisor or claims manager for review and assistance, but
must not discuss the matter directly with the adjuster to avoid the
potential for or appearance of inappropriately influencing the loss
adjustment process. (AlPs are encouraged to develop a process
for policyholder questions and service after the adjuster
completes the adjustment process. Generally, this should
include a process for seeking clarification or questions to a
second level person in the loss adjustment chain such as a loss
supervisor or AIP claims manager, or similar representative.)

“Any other function reserved for adjusters in the procedures.”

AlIPs must ensure that loss adjustment personnel provide
policyholders with complete information on controversial claims
and dispute resolution in the event of a disagreement. AlPs shall
ensure adjusters perform their exclusive duties without
inappropriate influence from agents or other similar parties per
the terms of the SRA and FCIC-issued procedures. Agents shall
not perform activities that allow them to influence the loss
adjustment process or the adjuster and their determination of
loss.
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For any activity related to the insured during the adjustment of the loss
not included in this section, the adjuster should contact the AIP to
determine whether such activity would constitute a conflict of interest.

IN

Prohibited agent contact does not include:

Social interactions;

o)

[on

Checking or calling as to the status of a claim, claim payment or
facilitating any follow up for appointments or other necessary
meetings between the producer and adjuster;

Normal course of business contact on other policies, policy
provisions and crop insurance matters not related to a specific
open claim (a claim pending insured and adjuster signatures);
and

10

[oX

Interaction on a claim after the adjuster has filed the appropriate
claim documentation with the AIP (the agent shall not engage
the adjuster directly on a claim dispute).

(3) Powers of Attorney.

Powers of Attorney are permitted between employees or sales agents and
policyholders. However, a sales agent with a power of attorney shall not perform
those tasks in the loss adjustment process on behalf of a policyholder that would
place the sales agent or employee in a similarly situated position as those
prohibited in (2) (c) above. The agent may coordinate with the tenant, or other
appropriate person, for the tenant to provide the necessary information to
complete the loss inspection. However, in the event the policyholder is not
available to sign the claim or related loss documents, the policyholder may
execute a separate power of attorney with the tenant or such other appropriate
person to sign the claim documents.

(4) AlPs notification to employees, affiliates, agents, and adjusters of their duty to
disclose any conflict of interest they might have.

In accordance with the SRA, the AIP must notify all of its employees and

affiliates, including agents, and adjusters, in writing of their duty to disclose to the
AIP and in turn FCIC any business, financial, legal (including relative), or familial
relationship with an insured, or a person with a substantial interest in the insured.

J Review Summary of Coverage (Summary). Prior to the loss adjustment inspection, the
AIP should: (1) Review the Summary against the data on the acreage report; (2)
reprocess the acreage report if keying errors are found prior to assigning the loss to be
worked; and (3) notify the insured that a new summary will be issued with the correct
data.

K Required Information. Ensure that the required information (i.e., entry instructions)
specified in FCIC-issued loss adjustment standards (LAM, crop handbooks, or any other
applicable procedures) is recorded on the specific forms, printouts, or on a Special
Report attached to the appropriate form.

FEBRUARY 2006 11 FCIC-25010 (LAM)



8 LOSS ADJUSTMENT RESPONSIBILITIES

A General Information.

(1)

(2)

The following responsibilities and procedures throughout this handbook apply to
whoever is performing loss adjustment whether it is an AIP employee whose
primary duty and title is not adjuster or a person under contract or employed with
an AIP specifically as an adjuster. For example, some AlPs may have
employees whose primary function is NOT loss adjustment activities (e.g.,
underwriter) but this employee makes some loss adjustment verifications prior to
assignment or after assignment of the loss notice to the adjuster. Additionally,
some AIPs may have non-loss adjuster employees, perform certain types of
reviews or loss adjustment assignments found in this handbook.

Sales Agents, local agency employees, or sales representatives (other than
taking notices of damage or loss or as otherwise specified in this handbook)
cannot perform loss adjustment duties unless outside of their selling and
servicing area as described in PAR. 7 1.

B Loss Adjustment Responsibilities. Responsibilities include (but are not limited to) the

following:

(1)

(2)

3)
(4)

®)

(6)

FEBRUARY 2006

Be thoroughly familiar with the insured's contract folder or print-out supplied by
the AIP showing the insured’s coverage that is in effect, and all insurance
documents (or data from documents) that pertain to the insured’s insurance
contract in the county. Verify and/or determine and document the information as
specified in this handbook or other FCIC-issued procedures necessary for loss
adjustment. Document information as specified in this handbook or other forms
of issuance approved by RMA R&D or PDD, or RMA Manager’s Bulletins.

Use loss forms that meet FCIC-form standards and procedures as outlined in
Part 1, PAR. 2 C. All FCIC-issued procedures take effect on their approval date.
For loss adjustment handbooks, the approval date is always found at the top of
the SC 1 page. The FCIC-issued procedures are effective as of the approval
date. All FCIC-Loss Adjustment Standards Handbooks for the applicable crop
year are found on RMA’s website (or its successor) at
http://www.rma.usda.gov/data/directives.html#25000

DO NOT deviate from FCIC-issued procedures without prior written approval from
FCIC. (The AIP will provide the appropriate parties with any FCIC-approved
deviations.)

Use and be proficient with the applicable loss adjustment equipment.

Identify the type of inspection that will be made. All inspections will fall into three
types: (1) Indemnity (including prevented planting payments), (2) Replant
Payment Inspections, and (3) Special Contract Services Inspections.

Visit farms for the purpose of inspecting damaged or destroyed crops during the
growing season or following harvest.

Explain to insureds their contractual responsibilities, filing procedures, and what
will be done during the inspection.
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(7)

(8)

(9)

(10)

FEBRUARY 2006

During farm visit:

(@) Determine and/or verify any insured and uninsured causes of loss.
Establish production or dollar amount to count from appraisals for uninsured
causes of loss.

(b) Determine and/or verify the time of loss.
(c) Review and verify the acreage report information as described in PAR. 21.

(d) Inspect insured crops and make inquiries to independently establish all
harvested, unharvested, and potential production for all units of the crop
being inspected in accordance with PART 3 Section 4. Determine
(measure, if applicable) all farm-stored production from the loss units of the
crop being inspected in accordance with PART 3.

(e) Determine (measure if applicable) the insurable acreage of the loss unit or
as required in any other type of inspection.

(f)  Determine if there is any unreported insurable acreage. If any is found, take
appropriate steps, as found in this handbook.

(g) Inspect acreage to determine and verify correct FSNs, legal descriptions,
classifications, planting dates, planting practices, and whether proper
planting and care of the crop was carried out as it pertains to fertilizer,
herbicides, irrigation (when applicable), etc.

(h) Appraise potential production and grant written consent to replant or put
insured acreage to another use when the insured is not going to carry the
crop to harvest as described in PAR’s 85 and 88.

(i) Perform APH review responsibilities as defined in PAR. 19.

(i) Perform on-the-farm inspections in accordance with procedures in this
handbook and applicable crop LASHSs.

Review information from any previous inspection for the crop being inspected,
including information documented on Special Reports (definition in Exhibit 1).

Verify the insured's entity and share are correct. Verify whether the entity is
married and, if so, whether the spouse’s SSN/EIN has been provided to the AIP
as stated in PAR.’s 13 H and 14 A and D.

During a loss inspection, review documents, records, etc., that would show the
correct entity, share, legal description and/or FSA FSNs, and acres. Refer to the
appropriate paragraphs for more information.

As stated in PAR. 58, FSA records do not have to be used for verification
purposes, UNLESS information needed to complete loss adjustment can only be
obtained from FSA. However, such verification at FSA is recommended as an
additional verification source since AlPs must ensure that producer-certified
information is accurate and that liability is established and indemnities are paid
according to policy provisions.
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(11)

(12)

(13)

(14)

(19)

(16)

(17)

(18)

(19)

(20)

(21)

FEBRUARY 2006

If the actuarial classification appears to be incorrect, adverse, or unusual risk
conditions exist, prepare a Special Report with details and forward to the AlP.
The AIP can then request an actuarial review or prepare a Request For Actuarial
Change.

During an indemnity inspection, explain what the insured’s options are under the
terms and conditions of the contract, but in no way provide advice or suggestions
that could affect the insured’s decision concerning these options; e.g., do not

advise or suggest whether to carry the crop to harvest or go to another crop, etc.

DO NOT provide any advice or suggestions to the insured regarding the insured’s
farming operation; e.g., type and application of chemicals, herbicides, tillage, etc.
If the insured solicits your advice, advise the insured to consult with an
agricultural expert (refer to definition in Exhibit 1).

Advise insureds that a routine quality assurance review may be made to assure
the loss adjustment was done in a fair and impartial manner, and in accordance
with contract terms.

Review all entries on appraisal worksheets and claim forms with the insured and
explain any circumstances affecting the indemnity prior to obtaining the
insured's signature on the claim. Do not sign final replant payment or final
indemnity claims (including prevented planting payment indemnity) until
satisfied with all determinations.

Use a Claim Checklist (similar or like the one shown in Exhibit 10) when
instructed by the AIP to do so.

Conflict of Interest

Refer to PAR. 7 | regarding what constitutes a conflict of interest for a loss
adjuster and the loss adjuster’s responsibility to disclose to the AIP and FCIC any
potential conflicts of interest the adjuster may have.

Do not discriminate against any insured because of race, color, religion, sex, age,
disability, marital status, national origin, or sexual orientation.

Do not solicit or accept money, gifts, or favors from any party that are designed to
influence (or give the appearance of influencing) any loss adjustment finding or
decision.

Do not use your position to gain favor, influence, or financial advantage over any
insured or individual.

Adjusters must provide written consent (not verbal consent, unless specified
otherwise in these procedures) to the insured when the adjuster is releasing
acreage to:

(@) destroy the insured acreage;

(b) putthe insured acreage to another use;

(c) replant the insured acreage (only for crops having replant payment
provisions); and
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(d) abandon the insured acreage.

(22) Before a replanting, prevented planting, or indemnity claim is finalized, verify the
insurability requirements of the crop and acreage; e.g., one of the insurability
requirements of acreage is that the acreage upon which the insured crop is
planted has had a crop planted and harvested or insured in one of the three
previous crop years, unless it meets the exceptions, as stated in PAR. 44. Also,
refer to PAR. 44 for additional reasons that acreage would not be insurable.
Insurability requirements for a crop can be found in PAR. 45, the crop provisions,
or Special Provisions.

(23) When there is contained water, verify and document the elevation of the
contained water at the time of loss. Refer to PAR. 78 A (6) (c) for details.

9 INSURED'S RESPONSIBILITIES

Besides notice requirements, as stated in PAR. 25, when damage occurs and other
requirements under the policy, the policy provisions require the insured to:

A Protect the crop from further damage by providing sufficient care;

B Cooperate with the AIP in the investigation or settlement of a claim, and as often as the
AIP reasonably requires:

(1) Show the AIP the damaged crop;
(2) Allow the AIP to remove samples of the insured crop; and

3) Provide records and documents requested and permit the AIP to make copies;
AND

C Obtain consent from the AIP before, and notify the AIP after:

1) Destroying any of the insured crop that will not be harvested,
(2) Putting the insured crop to an alternative use,
(3) Putting the acreage to another use, or

(4) Abandoning any portion of the insured crop.
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PART 2 INSPECTION DUTIES

SECTION 1 PRODUCER ELIGIBILITY AND ENTITIES

10 GENERAL INFORMATION

Before any loss adjustment or contract service can be initiated, verify that the insured and all
who have an interest of 10 percent or more are eligible for insurance and the entity is legal.

11 INSURANCE PROVISIONS

A Eligibility

Insurance will cover a PERSON'S share of an insurable crop as landlord,
owner-operator, or tenant.

The definition of “person” is an individual, partnership, association, corporation, estate,
trust, or other legal entity, and wherever applicable, a State, or a political subdivision or
agency of a State. “Person” does not include the United States Government or any
agency thereof. Refer to Exhibit 1 for definition of “Insured.”

B Other MPCI Insurance (Duplicate Coverage)

(1)

FEBRUARY 2006

Only one MPCI policy (issued under the authority of the Federal Crop Insurance

(@)

(b)

Act) is permitted on the same crop/county for the same person/entity EXCEPT:

High-Risk Land, as designated by FCIC that is excluded from an additional
coverage policy and is insured under a separate CAT policy may be insured
on a separate CAT policy provided that on or before the crop’s sales closing
date the insured:

1 Executes a High-Risk Land Exclusion Option Form, and

2 Obtains a CAT policy from the same AlP.
If it is discovered that duplicate policies exist the first effective crop year
(i.e., CAT policy written with Company A and an additional coverage policy
is written with Company B), the CAT policy written with Company A may be
canceled and rewritten with Company B for the purpose of insuring the high-
risk land with the consent of the AlPs involved. The following crop year the
CAT policy and the additional coverage policy must be written with the
same AlP.

Hybrid Seed Corn or Hybrid Sorghum Seed grown under contract with more
than one seed company.

1 A separate MPCI policy is allowed for acreage grown under contract
with each different seed company.

IN

Different coverage levels may be selected on each separate policy.
Payment of losses must be made accordingly and coordinated
between policies and AlPs. Unit division is as stated in PAR. 55.
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(2) If it is discovered or suspected that duplicate policies exist, notify the next level of
supervision. Duplicate policies will be handled in accordance with the procedures
in the CIH.

Crop Provisions With More Than One Insurable Crop

The Arizona and California Citrus, Florida Citrus, Texas Citrus Fruit, Texas Citrus Trees,
Coarse Grains, Grapes (California ONLY), Small Grains, Stonefruit, and Guaranteed
Tobacco Crop Provisions include more than one crop; however, the crop provisions allow
insureds to designate which of the crops are to be insured. A separate policy is written
for each crop selected from the single crop provisions; however, this is not considered to
be duplicate coverage. The section entitled “Insured Crop” in the applicable crop
provisions or the Special Provisions indicates the separate insurable crops; e.g., Fresh
Apricots and Processing Apricots are separate insured crops. Also, Exhibit 2 of this
handbook lists all of the insurable crop names and codes.

Other Insurance/Excess Coverage

When other:

(1) Fire insurance is carried on the insured crop, the MPCI policy provides for only
excess coverage. Refer to PAR. 125 for more detailed information.

(2) Insurance is provided by an AGR/AGR-Lite policy, the individual crop policy(ies)
provides primary coverage and indemnity payments from those policies. Such
payments are considered income to count under the AGR/AGR-Lite policy.

12 INSURANCE QUALIFICATIONS

A

Who Can Be Insured

Only a person ¥ that has a bona fide interest in a crop at the time coverage begins, and
that is not classified as ineligible can be insured. “Bona fide interest” means having a
share of the crop (receives all or part of a crop) as an owner-operator, landlord, tenant,
or sharecropper.

(1) Ineligibility occurs when a person %
(@) Has a delinquent debt to FCIC or an AP,

(b) Is disqualified, suspended, or debarred, under the ACT and applicable
regulations.
1 “Person” is an individual partnership, association, corporation, estate, trust or other
legal entity and whenever applicable, a State or a political subdivision or agency of a
State. “Person” does not include the United States Government or any agency thereof.
For specific information regarding entities, refer to PAR. 14.

(2) The producer is not eligible for crop insurance until the debt is resolved or the
period of disqualification has elapsed, and if this occurs after the SCD for the
crop, eligibility cannot be regained until the next crop year. However, if there are
multiple SCDs for the crop and the producer is ineligible at the first sales closing
date (SCD) for the crop because of a delinquent debt, the producer may
subsequently become eligible by paying the debt and may then timely apply for
coverage by a later SCD on the same crop for the remainder of the crop year. A
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producer is also ineligible for crop insurance if a producer is in violation of the
controlled substance regulations as described in PAR. 56 and for the length of
time stated therein.

B Landlord

Landlord is the owner of land upon which the crop is grown and who receives a share of
the crop.

C Owner-operator or tenant is a person who:

(1) Produces the crop.

(2) Exercises managerial control relating to producing and marketing the crop
(controls what to plant, when to plant, when to till, cultivate, irrigate, fertilize,
spray, harvest, market, etc.).

(3) Makes credit arrangements.

(4) Owns farming equipment, makes arrangements to obtain equipment, or hires
custom work.

13 VERIFYING AND/OR DETERMINING INSURABLE SHARE

A Insurable Share

(1) An insurable share is the percentage of interest in the insured crop the owner,
operator, or tenant has at the time insurance attaches. Unless the accepted
application clearly indicates insurance is requested for a partnership or joint
venture, or is intended to cover the landlord’s or tenant’s share of the crop,
insurance will cover only the share of the crop owned by the person (entity) who
completed the application. The share will not extend to any other person having
an interest in the crop except as may be specifically allowed in the policy or CAT
Endorsement. The interest of spouses, children, or other household members in
most cases will be insured under one entity and have only one policy number
issued. Refer to PAR. 14 for exceptions that allow spouses and children to have
separate policies.

(a) If a person (entity) is sharing with multiple landlords or tenants, only one
application is allowed per person (entity).

(b) The landlord or tenant has requested to insure the other’s share of the crop
on their application, the percentage shares of both persons must be shown
in the remarks section of the acreage report or on a Special Report attached
to the acreage report. Each separate share arrangement qualifies as a
basic unit; i.e., this arrangement does not negate the basic unit provisions in
the policy that indicates there is a separate basic unit for the acreage
shared with each different landlord or tenant. AlPs will provide this
information to the adjuster if the adjuster is not provided a copy of the actual
acreage report. Refer to PAR. 55 for information about how share
arrangements affect unit structure.

(2) The insured establishes his/her insurable share on the acreage report by

reporting the share insurable at the time insurance attached. However, only for
the purpose of determining the amount of indemnity: If, during the final loss
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adjustment inspection, it is determined that the insured's share differs from what it
was at the time insurance attached, the insured's share will be the lesser of what:

(a)
(b)

it was at the time insurance attached, or
the AIP determines to be the share at the earlier of:
1 the time of loss, or

2 the beginning of harvest of the unit, unless excepted by the specific
crop policy.

At the time of final loss adjustment, if the insured's share is determined to be less than
originally reported, decrease the share by entering the determined share in the
appropriate column for the insured's share on the claim. This may also require a revised
acreage report depending on the AlIPs processing system. Follow instructions as
provided by the AIP.

B Share Arrangements (Written or Verbal)

(1) 100 percent crop share (Cash Lease)

(a)

(b)

(c)

100 percent crop shares includes 100 percent share as owner/operator
and/or land that is rented for cash, a fixed commodity payment, or any
consideration other than a share in the crop.

A lease that provides for EITHER a minimum payment (such as a specified
amount of cash, bushels, pounds, etc.) OR a crop share is considered a
cash lease (e.g., lease provides for a 50/50 crop share or $100 dollars,
whichever is greater).

A lease that contains a crop share but the percentage is not a fixed amount
at the time coverage begins is considered a cash lease. Such leases may
contain a cash consideration with an undetermined crop share percentage
at the time coverage begins.

(2) Crop Share (Crop Share Lease)

(a)

(b)

In order to have a crop share, the crop share percentage must be specified
at the time coverage begins and cannot change based on the amount of
production harvested. Refer to example 4 and 8.

Written or verbal lease agreements containing provisions for BOTH a
minimum payment (such as a specified amount of cash, bushels, pounds,
etc.) AND a crop share is considered a crop share lease.

C Share Arrangement Examples

Situation 1:

FEBRUARY 2006

The tenant (insured) agrees to give the landlord 1/3 of the crop in
return for farming the land.

e The agreement is a crop share.

e The insured's share is 2/3 of the crop.
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Situation 2:

Situation 3:

Situation 4:

Situation 5:

Situation 6:

FEBRUARY 2006

The tenant (insured) agrees to give the landlord 1/3 of all the crops
produced on the premises and to guarantee that the landlord's share
of the crops will average $35 an acre. In the event that the landlord's
share of the crops is worth less than $35 an acre, the tenant will pay
the difference in cash to the landlord.

e The agreement is a crop share.
e The insured's share is 2/3 of the crop.

The tenant (insured) agrees to give the landlord $50 per acre cash
and 1/4 of the crop in return for farming the land.

e The agreement is a crop share.

e The insured's share is 3/4 of the crop. We do not convert the $50
per acre cash payment to a share basis.

The tenant (insured) agrees to give the landlord $50 per acre cash
and 1/3 of all the bushels in excess of 60 bushels per acre. (Average
yields for the area are usually around 55-65 bushels.)

e The agreement is a cash lease.

e The insured's share is 100 percent. The bushels in excess of the
60 bushels per acre is a "bonus" above and beyond the insured
crop. The share percentage of the entire crop cannot be
determined at the time coverage begins since it is dependent on
how many bushels in excess of 60 bushels will be produced.

The tenant (insured) agrees to give the landlord $50 per acre cash
and 10 bushels per acre.

e The agreement is a cash lease.

e The insured's share is 100 percent. We do not convert the 10
bushels to a percentage share. In this scenario the tenant will pay
the landlord a fixed amount, cash ($50) and commodity (10
bushels per acre).

The tenant (insured) agrees to give the landlord 25¢ for every bushel
of peaches harvested.

e The agreement is a cash lease.
e The insured's share is 100 percent. Because there is no
agreement for a set share percentage of the crop at the time

coverage begins, the insured's share must be considered a cash
lease.

21 FCIC-25010 (LAM)



Situation 7: The tenant (insured) agrees to pay the landlord $25 per acre OR 1/4

of the crop, whichever is greater.
e The agreement is a cash lease.
e The insured's share is 100 percent. Since the lease contains an

either/or type arrangement, the share cannot be considered a fixed
element of the lease.

Situation 8: The tenant’s (insured’s) lease agreement states that the tenant will

receive the first 85 bushels per acre of corn produced. Of any bushels
in excess of 85 bushels per acre, the tenant will receive 60 percent
and the landlord will receive 40 percent. The insured’s guarantee is
85 bushels and is based on the highest level of coverage that can be
elected.

e The agreement is a cash lease.
e The insured’s share is 100 percent. Since the insured receives the

first 85 bushels and this amount is the insured’s guarantee it would
be the maximum that could be insured under the policy.

Situation 9: Flexible Share Arrangement. The tenant’s (insured’'s) APH is 17.0
tons per acre. The tenant’s lease agreement contains the following
schedule:

Tons produced Tenant’s share Landowner’s share
0-8 tons 98% 2%

8.1-12.0 96% 4%

12.1-16.0 94% 6%

16.1 - 20.0 90% 10%

20.1-25.0 88% 12%

251 - .. 85% 15%

e The agreement is a share arrangement since there is no mention
of cash.

e The base share is derived from the tenant’s (insured’s) APH).
Therefore, the share percentage range for the insured’s (tenant’s)
APH reported on the acreage report would be 90%. Since the
share is to be established at the time insurance attaches and both
still have a share in the crop at the end of the crop year, the share
percentage established at the time insurance attached will be
retained for indemnity and premium purposes.

D Verify the Following:

(1)
(2)

FEBRUARY 2006

Producer has a bona fide interest in the crop. (Refer to PAR. 12).
Entity type processed from the application reflects the correct entity (individual,

partnership, corporation, co-owner, joint operator, estate, trust, etc.). (Refer to
PAR. 14.)
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(3) Producer qualifies as landlord, owner-operator, or tenant. (Refer to PAR. 14.)

Crop Share Verification

Verify the insured's correct share, by crop, by comparing the reported share on the crop
insurance acreage report to the insured's share shown on:

(1) Lease agreements, elevator summaries, packer statements, etc.; or

(2) FSA-578 (Do not use other FSA documents to verify crop share since these
documents may contain “contract” shares rather then crop share.) When crop
shares are reported to the FSA, AlIPs do not have to verify crop shares reported
for crop insurance with the crop shares reported to the FSA, but are encouraged
to do so since AlPs must ensure that producer-certified information is accurate so
liability is established and indemnities are paid in accordance with the policy
provisions; or

(3) If needed, land deeds, or other similar evidence to determine the correct share.

Documentation

Document from what sources the share verification was made, and document anything
else pertinent to the share verification.

Resolving Share Discrepancies. (Refer to exceptions for spousal shares as outlined
in subparagraph H below.)

(1) If the shares on the crop insurance acreage report, by crop, do not agree with the
shares on marketing records, lease or share agreements, FSA-578 (does not
have to be used for verification purposes, refer to (3) below), or other documents
or actions of the insured that reflect crop share, resolve these discrepancies as
follows:

(a) If there is a written lease/share agreement in force, use the share identified
on the agreement, unless the marketing records or FSA-578 (does not have
to be used for verification purposes, refer to (3) below) or actions of the
insured do not substantiate the share identified in the agreement; whereas,
handle as stated in (1) (c) below. Refer to (2) and (3) below.

(b) If no written lease/share agreement is in force but crop shares are reported
on the FSA-578, use the share identified on the FSA-578 if it is used for
verification purposes (refer to (3) below); unless marketing records or
actions of the insured do not substantiate the insured's share identified on
the FSA-578, whereas, handle as stated in (1) (c) below. Refer to (2) and
(3) below.

(c) If no written lease/share agreement is in force or the share shown on a
written lease/share agreement or FSA-578 (does not have to be used for
verification purposes, refer to (3) below) is not substantiated with marketing
records and/or actions of the insured, determine the share from the
marketing records and/or actions of the insured. Refer to (2) and (3) below.

(2) Marketing records may include settlement sheets, canceled checks, seed
receipts, fertilizer receipts, chemical receipts, etc. Actions refer to other
arrangements the insured may have made with the other party sharing in the
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3)

(4)

crop; e.g., every third load is delivered to the other party sharing in the crop, etc.
If there is evidence to support that the lease/share agreement is a scheme to
acquire more USDA benefits, the AIP may, by policy provisions, void the contract.

AlIPs are not required to verify crop shares reported to FSA, but are encouraged
to do so since AIPs must ensure that producer-certified information is accurate
and that liability is established and indemnities are paid according to policy
provisions.

Document your findings. The AIP will maintain documentation and copies of any
applicable agreements and marketing records that substantiate the insured's
correct share.

H Spousal Shares

(1)

*k%k

(2)

3)

FEBRUARY 2006

Generally, it is found that spouses share in the SAME farming OPERATION(S).
This is why you will find that in PAR. 14 under the definition "Individual Entity:
Spouses," married couples are considered to be an individual entity, thus allowing
only ONE insurance contract with only one share shown for both on the crop
insurance acreage report, even when:

(@) FSA recognizes a married couple who shares in the SAME farming
operation as "two persons" for the purpose of farm program payment
limitations and requires only ONE contract to participate in FSA programs to
be signed by the married couple.

(b) Such married couples are considered to be a spousal entity/married
individual for crop insurance purposes. Refer to PAR. 14 E (2).

The only exception to a married couple being allowed to have only one contract is
when the spouses are legally separated or separate under State law.

Verifying the share

There is only one share for the spouses shown on the crop insurance acreage
report, unless (2) applies. However, the FSA-578 may list two, as explained in
(a) below. If it is found that there are two crop insurance contracts, it must be
verified that the spouses qualify for separate entities as stated in (2) above and
14 E (2) below.

When AlPs verify crop insurance acreage reports with the FSA-578's, it is
normally, as indicated in subparagraph G above, considered a discrepancy if the
crop shares reported for crop insurance and the shares reported on the FSA-578
do not match. The same is true for names and entities. However, in some cases
because of the "two person" recognition, the producer's name, entity type (e.g.,
partnership vs. individual), and/or share listed on the crop insurance acreage
report and FSA-578 program can be in disagreement. Handle the verification of
the spousal arrangements, as follows:

(@) When itis verified that it is a married couple and (2) above does not apply:
1 The share reported for crop insurance purposes will be considered
correct if the total of the two shares listed for the spouses on the FSA-

578 equals the same percentage as reported for crop insurance
purposes. However, if it is determined the insured failed to provide the
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spouse’s SSN, refer to PAR. 14 E (2) to determine how this will affect
the insured’s coverage. Document the facts in the narrative of the
claim or on a Special Report.

EXAMPLE: Fred Jones is the only name listed on the wheat
insurance application. Fred reported a 100% share in Farm Serial
Number (FSN) 2020 to FCIC, but the FSA-578 shows that Fred Jones
has a 60% share in FSN 2020, and an FSA-578 shows that Mary
Jones has a 40% share in FSN 2020. The total of the two shares
reported on the FSA-578 equals the same percentage reported for
crop insurance purposes. Therefore, there would be no discrepancy
in shares reported for crop insurance purposes and those reported to
the FSA for other than crop insurance purposes.

N

It will be considered a share discrepancy when the total percentage of
the two shares reported on the FSA-578 for non-crop insurance
purposes does not equal the same percentage reported for crop
insurance programs. Resolve the share discrepancy in accordance
with PAR. 13 G.

(b) When the FSA has recognized the spouses as being separate entities
(operations), and the AIP has verified that spouses are legally separated or
separate under State law and has recognized them as separate entities by
giving each spouse a separate contract, the share reported on each
spouse’s crop insurance acreage report will be compared against the crop
share reported to the FSA for the individual spouse. (Each operation will
have separate FSNs.) If the individual spouse's crop share amount does
not agree with what has been reported to the FSA for non-crop insurance
purposes, handle in accordance with PAR. 13 G above.

| Questionable Insurable Interest in the Crop

When it is questionable whether the insured has an insurable interest in the crop,
document the circumstances on a Special Report. Forward the Special Report to the
next level of supervision, and include the insured's contract folder if it has been assigned
to you.

14 ENTITIES

A Verify

(1) From information obtained from the insured, FSA or other reliable sources, and
from the criteria for each entity type found below; verify that the person qualifies
for the entity shown on the application or qualifies for a separate entity from
another household member, relative, corporation, etc., and that the entity on the
application has a bona fide interest in the crop. Incorrect entities, in most cases,
will result in an invalid policy (e.g., separate policies written for a husband and
wife who do not qualify as two separate individual entities, but rather as a
corporation or a joint entity, or separate policies written for a minor and a parent
but the minor does not qualify as a separate entity from the parent).

(2) Verify whether the insured is married and, if so, whether the insured has provided

the spouse’s SSN/EIN to the AIP. Refer to 14 D and E (2) below for
requirements of the spouses SSN/EIN.
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AlIPs do not have to verify entities through the FSA; however, are encouraged to
do so since AlPs must ensure that producer-certified information is accurate and
that liability is established and indemnities are paid according to policy provisions.

(3) Applications must contain the applicant’s SSN if the applicant is an individual, or
EIN if the applicant is a person other than an individual. The application must
also contain Substantial Beneficial Interest (SBI) information, if applicable, as
stated in subparagraph D below. Correction of the insured’s identification number
may be made after the SCD but must be made on or before the ARD and
requires the insured’s signature. If the policyholder does not correct his/her
identification number by the ARD, the policy is void. AIPs may correct errors on
identification numbers after the ARD, if the incorrect identification number is the
result of an AIP error (e.g., a processing or keying error) and the person with the
incorrect ID number is otherwise eligible.

(4) Changes in an Entity Status

(a) If the entity status of an insured changes after the SCD, the policy will
terminate as of the date of change if the event, (e.g., entity is dissolved,
etc.) occurs before insurance attaches for any crop year. If the event
occurs after insurance attaches for any crop year, the policy will continue in
force through the crop year and terminate at the end of the insurance
period. Any indemnity will be paid to the person(s) determined to be
beneficially entitled to the indemnity. Also, refer to PAR. 132, “Documenting
Death or Incompetency of an Insured”, if this is one of the reasons for the
change in entity status.

(b) Changes to a marital status of an individual after the SCD become
applicable the following crop year. The changes must be reported by the
next SCD applicable under the policy. For example, if an individual marries
after the SCD, this change must be reported the following year for that crop
prior to or on the SCD to avoid penalty.

5) If the entity type reported is questionable, document the facts and refer the case
to the next line of supervision or to whom the AIP has instructed. If an entity is
verified at FSA and there is a discrepancy between the entity recorded for crop
insurance and the local FSA office, AIPs will try to resolve the discrepancy with
the FSA. If the discrepancy cannot be resolved and the AIP has evidence
supporting its position, the AIP should retain the entity type reported to them; and
keep on file all documentation and evidence supporting this decision.

(6) If it is determined the entity shown on the application has no insurable share in
the crop, the policy must be voided; e.g., the insured’s application shows
“individual” but all FSA documents, marketing records, etc., show the entity that
has the bona fide share in the crop is a Corporation. Even if the individual is a
member of the Corporation, the insured as an “individual entity” does not have
the bona fide share in this crop policy.

B Unsupportable documentation. The insured or the agent’s certification and/or
statement are not adequate documentation (evidence) to support questionable
entities or discrepancies between the entities reported to FSA and the AlP.

C Signature/Documentation

Exhibit 5 lists the person authorized to sign documents (including loss documents) for
each entity type and documentation required for each entity type.
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D SBI Information

(1)

(2)

3)

FEBRUARY 2006

A SBl is defined as an interest held by any person of at least 10 percent in the
applicant or insured. All persons with a SBI in a person must be listed and the
SSN or EIN of each SBI provided. The spouse of any individual applicant or
individual insured will be considered to have a SBI in the applicant/insured unless
they can prove they are legally separated or otherwise legally separate under
State law. Any child of an individual applicant/individual insured will not be
considered to have a SBI in the applicant/insured, unless the child has a separate
legal interest. For example:

(@) EXAMPLE 1: There are two partnerships that each have a 50 percent
interest in the policyholder. Each partnership is made up of two individuals,
each with a 50 percent share in each applicable partnership. Each
individual would be considered to have a 25 percent interest in the
policyholder/applicant, and both the partnerships and the individuals would
have a SBI in the policyholder/applicant. The spouses of the individuals
would not be considered to have a SBI unless the spouse was one of the
individuals that made up the partnership.

(b) EXAMPLE 2: If instead, each partnership is made up of six individuals with
equal interest, then each would only have an 8.33 percent interest in the
policyholder and although the partnership would still have a SBI in the
insured/applicant, the individual would not for the purposes of SBI reporting.

SBI information must be provided by the applicable SCD for new applicants and
for carryover insureds. SBI information collected must be provided to an
assuming AIP for any policy that is transferred.

For both new applications and carryover policies, the following requirements
apply:

(a) Ifthe SSN, EIN, or Identification number is incorrect, corrections must be
provided by the ARD. Errors (e.g., a processing or keying error) made by
the AIP may be corrected after the ARD.

(b) If an eligible person with a SBI is not reported, the policy is reduced by the
SBI’s interest in the insured.

(c) If anineligible person with a SBI is not reported, the policy is void, not just
reduced. No indemnity, prevented planting payment, or replanting payment
will be owed for any crop. If any such payment was received, it must be
repaid.

(d) If an ineligible person’s SSN, EIN, or Identification number with a SBI is
included on the application, the policy will not be void but reduced by the
SBI’s interest in the insured.

(e) Ifthe insured includes an ineligible person’s SSN, EIN, or Identification
number on their application, and does not include the ineligible person’s
share on the acreage report, the policy will not be void but reduced by the
SBI’s interest in the insured.
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E Entity Types

(1) Individual Entity: Individuals

Policies written as an individual entity require an SSN, or when applicable, an
EIN. When an EIN is applicable, the insured must be listed as a person with an
SBI and his or her SSN provided.

(@) The applicant must be competent, of legal age (18 years of age or older)
and capable of entering into a binding contract, and have the authority to
fulfill the requirements of the contract. If the applicant is less than 18 years
old, see subparagraph (6).

(b) The applicant incurs debt (if any) related to production, stores or markets in
his/her name, and receives proceeds.

(c) The application covers the individual's share, including the individual’'s
share as a co-owner, joint-operator, or partner, provided the co-ownership,
joint-operation, or partnership is not insured separately. Refer to
subparagraph (3) for information about the tenant or landlord insuring the
other’s share.

(d) When more than one member of a family in the same household applies for
insurance or the applicant resides in the household of an insured, applicants
must provide evidence on a signed statement indicating separate insurable
shares. In most cases, this is not applicable to spouses, and consequently,
in most cases, spouses cannot have separate contracts (policies) as stated
in E (2) below.

(2) Individual Entity: Spousal/Married Individual

If an insured is married, his/her spouse is considered to receive a benefit from the
farming operation and, therefore, presumed to have a 50 percent share of the
spousal entity/married individual and a SBI for crop insurance program reporting
purposes, unless they are legally separated or separate under State law.
SSN/EIN for spouses must be reported for married individuals.

(@) Only one contract is allowed when the insurable share is owned by husband
and wife even if:

1 FSA recognizes a married couple that shares in the same farming
operation as two “persons” for the purpose of farm program limitations
and requires only one contract to participate in FSA programs to be
signed by the married couple. Such married couples are considered
to be a spousal entity/married individual for crop insurance purposes.

N

They are sole owners of land and farm as landlords, owner-operators,
or as tenants independently of their spouses. For example, if a wife
separately owns land, which is operated and managed by the husband
as head of a family farming enterprise, only one policy is allowed for
the family operation and share. This is also true if such land is all or
part of the land farmed by the husband as owner-operator with the
proceeds deposited in either the husband's bank account or a joint
bank account. In such instances, only one application in the

FEBRUARY 2006 28 FCIC-25010 (LAM)



3)

(4)

)

(6)

FEBRUARY 2006

husband's name, wife's name, or both names as co-owners is allowed
and either spouse may sign the insurance documents.

Landlord/tenant

Any entity (individual, partnership, corporation, etc.) may insure a landlord’s
and/or tenant’s share(s). The application must clearly state the tenant will insure
the landlord’s share or landlord will insure the tenant’s share; otherwise, the
landlord or tenant must have separate contracts. Evidence of the other party’s
approval (lease, power of attorney, etc.) must be provided to the AIP and placed
in the insured’s file. The landlord(s) or tenant(s) insured by an entity must be
listed as an SBI on the entity’s application. Additionally, there is only a one-line
entry on the acreage report showing a 100% share, and the percentage shares of
all entities (e.g., tenant’s share = 75%; landlord’s share = 25%) must be shown in
the remarks section of the acreage report or documented and attached to the
acreage report. If an entity is sharing with multiple landlords/tenants, only one
application/contract is allowed per entity.

Individual Entity: An Individual Operating as a Company/Small Company

The guidelines for an individual operating as a company are identical to those of
an individual. The application must be signed by the owner or authorized
representative of the company. A statement from the company which lists the
authorized representative must be maintained in the insured's file folder in the
service office. A company for this purpose is not a Corporation.

Individual Entity: Joint and Survivor Interests

"Joint and Survivor Interests" are applicable in "community property" states in
which a husband and wife have joint and survivor interest in insurable acreage
and in states where such an interest may be created by deed. In such states, the
application is completed in the name of the joint and survivor interest (e.g., "John
W. Doe, James C. Smith", or whomever). All persons with an SBI in the insured
entity must be listed and the SSN/EIN of each person with an SBI provided.

(a) Both parties must sign the application. Exceptions: husband and wife or
when a statement is prepared and signed by both parties showing the
authority of either to act as agent for the other for crop insurance purposes.

(b) If either party dies, the contract continues, but a successor-in-interest
application must be obtained. The CIH contains information concerning the
effective crop year for which the successor-in-interest application must be
prepared.

Individual Entity: Minors or Mental Incompetents

(@) A minor must provide evidence that an insurable share exists and must
have a court-appointed guardian or a parent co-sign the application and
other crop insurance documents. EXCEPTION: Under the CAT level of
coverage, a minor who is competent and capable of entering into a contract
may insure a crop without a co-signer.

(b) A mental incompetent may be insured ONLY if a court-appointed guardian
signs the documents.
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(CAT policies ONLY —

(8)
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(d)

(e)

A written statement describing the farming operation and the insurable
share must be provided and maintained in the insured's file folder in the
service office.

When a minor becomes capable of entering into a binding contract or when
incompetency is dissolved, a successor-in-interest application is required.
See the CIH for information concerning the effective crop year for which the
successor-in-interest application must be prepared.

When a parent or court appointed guardian co-signs the application, it must
contain a statement guaranteeing payment of the annual premium.

Individual Entity: Competent Individuals Represented by Appointees

If the application is signed by someone other than the individual entity, a Power of
Attorney giving that person authority to sign must be maintained in the insured’s
file folder. The Power of Attorney must be considered to be legally executed.
Refer to PAR. 26 for more information about Power Of Attorneys.

Individual Entity: Undivided Interests

Landowners with an undivided interest in land may insure crops on such land
under one policy subject to ALL of the following conditions:

(@)

(b)

(c)

The policy covers only insured crop(s) grown on land with an undivided
interest. None of the landowners may have other land on which CAT
coverage is required.

The total liability for each crop insured under an undivided interest policy
must not exceed $2500.

The landowner designated as the named insured is responsible for:

1 Furnishing proof to the AIP that an undivided interest in the land
exists;

IN

Furnishing the AIP with an agreement signed by all parties authorizing
insurance under one policy and designating the landowner responsible
for fulfilling all contractual requirements (e.g., filing acreage reports,
providing APH production reports, giving notice of damage, etc.);

lw

Furnishing the AIP with the names and the SSN/EIN numbers of all
landowners sharing in the crop;

|~

Applying for insurance and paying the AIP any applicable
administrative fee(s); and

[

Distributing any indemnity payments (made to the named insured
under his/her SSN/EIN number) to other producers sharing in the
crop. «—CAT policies ONLY)
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Partnerships

A partnership is a written or verbal (requires an EIN) contract between two or
more persons. The essential element of a partnership which distinguishes it from
other forms of joint ventures is that each partner has authority to enter into
contracts and bind all other members to such contracts. The partnership entity
includes General Partnerships, Limited Partnerships, and Limited Liability
Partnerships. An EIN is required for entities that are insured as a partnership. All
persons with a SBI in the entity must be listed and the SSN/EIN of each person
with a SBI provided. At least two SBIs must be provided for data acceptance
purposes.

(@) The death, declaration of incompetence, or withdrawal of a partner or
termination of the partnership, unless a written partnership agreement
provides otherwise. If such event occurs after coverage begins for any crop
year, the policy will continue in force through the crop year and terminate at
the end of the insurance period. Any indemnity will be paid to the person or
persons determined to be beneficially entitled to the indemnity. Also, refer
to PAR. 132 for documentation instructions when this is discovered during
loss adjustment activities.

(b) Crops to be insured under the partnership are those in which the
partnership has a share and require only one application.

(c) If the entire share of the partnership is not to be insured, an application to
cover the share of an individual holding an interest in the partnership may
be obtained. This application also covers any other individual interest the
applicant may have.

(d) Referto the CIH for more information regarding SBIls for partnerships.
Corporations

(@) A corporation is a legal entity created and operating under state laws of
incorporation. The corporation may insure its share as landlord,
owner-operator, or tenant. An application must be signed by an officer of
the corporation authorized to enter into contracts. A statement must be
provided to the AIP stating where the articles of incorporation/organization
are on file. Changing officers or stockholders does not affect continuity of
the contract.

(b) Limited Liability Companies (LLCs) are considered to be an entity type of
corporation for crop insurance purposes. Refer to the LLC’s operating
agreement to determine if changing members affect the continuity of the
LLC and therefore the continuity of the policy.

(c) An EIN is required for entities that are insured as corporations. All persons
(entities) with an SBI in the entity must be listed and the SSN/EIN of each
person with an SBI provided. At least one SBI is required.

Co-ownership/Joint Venture/Joint Operations

A type of entity composed of two or more parties who engage in a farming

operation jointly; pool their resources; contribute land, labor, or machinery; share
in expenses; and at the end of the year divide the profits, according to their
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interests. No individual is authorized to bind any other individual in any business
transaction as is possible under a partnership.

(a)

(b)

(c)

(d)

The application must be signed by all parties or by the authorized
representative. If an authorized representative signs, an agreement must
be executed by co-owners/joint venture/joint operators giving the
representative authority to sign, and must be maintained in the insured's file
folder in the service office.

If the entire share of the entity is not to be insured, an individual application
may be obtained to cover the individual share of a co-owner or joint
operator and any other individual interest the applicant may have. Such an
application will not cover the share of a partnership.

Death or withdrawal of one of the parties terminates the insurable interest at
the end of the crop year. If such event occurs after coverage begins for any
crop year, the policy will continue in force through the crop year and
terminates at the end of the insurance period. Any indemnity will be paid to
the person or persons determined to be beneficially entitled to the indemnity
if a Transfer of Right to Indemnity is not completed. Also, refer to PAR. 132
for documentation instructions when this is discovered during loss
adjustment activities.

An SSN or EIN is required for co-ownership/joint venture/joint operations.
All persons with an SBI in the entity must be listed and the SSN/EIN of each
person with an SBI provided. Refer to the CIH for more information on SBls
for co-ownerships/joint venture/or Joint Operations.

Estates

The application covers the share owned by an estate and must be signed by the
authorized court-appointed officer or executor. An SSN or EIN is required for
estates.

(@)

(b)

Upon settlement of the estate and the discharge of the court-appointed
officer, the contract and a new application is required to maintain insurance
protection.

Removal or discharge of a court-appointed officer and appointment of
another does not terminate the contract.

Trusts

The application covers the trust's interest (not the beneficiaries' interest). The
application must be signed by the administrator or trustee appointed to administer
the business affairs of the trust. An SSN or EIN is required for trusts.

(a)

Revocable trusts are processed using the same guidelines as individual
entities (e.g., if operating as an individual and a revocable trust, the
revocable trust’s interest would be covered by an individual policy. If both
spouses have a revocable trust, the trusts would be covered under the
spousal/married individual policy). A SSN or EIN is required for the trusts.
The Grantor of a revocable trust has a SBI in the trust.
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(b) Irrevocable trusts require an EIN and/or SSN.
Trusts administered by Bureau of Indian Affairs

Native American land is frequently held in trust by the Bureau of Indian Affairs
(BIA) or Tribal governing body and leased to operators.

(a) Native American land held under trust is processed in the same manner as
land held in an irrevocable trust. The name of the trust is the named
insured. Often BIA trusts are referred to as allotments, identified by an
allotment number (i.e., BIA Allotment Number 0006, which is the name of
the trust and consequently the named insured). A separate policy is
required for each allotment with different individual owners. Linkage for
certain USDA farm program benefits for individual Native Americans who
own parcels of an allotment are established by that trust.

(b) If the trust agreement provides that operators of leased land purchase crop
insurance, a power of attorney will be executed by the BIA granting the
operator the authority to purchase crop insurance on behalf of the trust.

(c) If the BIA trust does not have an EIN, a nine-digit number may be
established as follows: the first two digits identify the state, the next three,
the county, and the last four the allotment number.

Other Entities

The following entities are generally assigned an EIN for tax purposes.

(a) Receiver or Liquidator. Receivers or liquidators may insure crops under
their administration. The application must be signed by the person
authorized by the court to administer business of the receivership.

(b) Public Agencies. State, county, or municipal offices may insure their share.
1 A state-owned entity may insure their own share. The application

must be signed by the person having authority to enter into a contract
for the entity.

IN

A county-owned entity may insure their share. The application must
be signed by the person having authority to enter into a contract for
the entity.

lw

A city-owned entity may insure their share. The application must be
signed by the person having authority to enter into a contract for the
entity.

[E=

Public schools may insure their share. The application must be signed
by the person having authority to enter into a contract for the entity.

(c) Association, Clubs, Private Schools and/or Tax Exempt Organizations. To
act as a representative for any principal, an entity (or an individual, etc.)
must provide evidence of authority (preferably a power of attorney) or a
signed statement indicating where such authority can be verified. If
authority is by verbal agreement, a statement is required from the principal
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15

16

17

18

19

for verification. The signature of the person having authority to enter into a
binding contract for the entity is required.

SECTION 2 INSURED’S CONTRACT INFORMATION
CONTRACT INFORMATION AND VERIFICATION

Before the appointment and inspection are made, thoroughly review all documents in the
contract folder or data from the processed documents that are applicable to the inspection.
Some information must be verified by the adjuster at the time of the on-the-farm visit. The
following paragraphs contain verification requirements of the data on these forms.

APPLICATION

Before a loss adjustment inspection can be done, the AIP must assure that there is a properly
accepted application confirmed by a policy confirmation (defined in Exhibit 1). For further
information regarding the application and the late-filed application, refer to the CIH.

CONTRACT CHANGES

Prior to assignment of the loss inspection, the AIP is responsible for verifying any timely filed
contract change for the crop and crop year that would affect the loss inspection and indemnity
payment. If it is discovered during the loss inspection that a timely contract change has not
been processed, contact your AIP for further instructions. Refer to the CIH for more
information regarding changes in price election, level, cancellation, and successor-in-interest.

WRITTEN AGREEMENT

Verify whether any written agreement is in effect for the crop and crop year being inspected. If
there is, read the entire agreement and determine how it affects the crop being inspected; e.qg.,
a practice that is not otherwise insurable is insurable via this agreement, etc.

APH FORM (PRODUCTION AND YIELD REPORT)

APH Verification at Time of Loss. AlPs will use the following guidelines prior to or during farm
inspections:

A Perform APH Field Reviews when insureds are affiliated with Crop Insurance (employee,
agent, contractor, etc.), and an APH field review has not been performed for the crop
year for which the loss is being completed. If an APH field review cannot be performed
before or at the same time an inspection is made and the insured has a bona fide
contract and claim, the inspection may be made but the claim cannot be finalized (do not
obtain the insured's signature) until the APH field review has been performed.

B Review Approved APH Yields. For insureds not affiliated with crop insurance (i.e., not an
employee, agent, etc.), an APH form with the current approved APH yield must be on file
in order to complete a claim.

(1) Review the actual yields certified by the insured for reasonableness.

(2) Perform a cursory review to determine if the APH yield was calculated accurately.
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(4)

Compare the approved APH yields to the acreage report. Verify that the correct
APH yields have been entered on the acreage report (by unit,
Practice/Type/Variety, map area, etc.).

Conduct additional reviews and/or make corrections, as appropriate, if:

(@) A current approved APH yield is not on file;

(b) Yields certified do not appear to be reasonable; or

(c) The approved APH yield appears to have been calculated incorrectly.
If a correct/current APH yield cannot be verified before an inspection must
be made, and the insured has a bona fide contract and claim, the inspection

may be made but the claim cannot be finalized (do not obtain the insured's
signature).

20 OPTIONS AND ENDORSEMENTS

A High-Risk Land Exclusion Option

If an option is in effect, verify that:

(1)

(2)

None of the acreage designated as high risk is included with insured acreage on
the acreage report. If such acreage is included as insured acreage on the
acreage report, revise the acreage report to correctly reflect the insured and
uninsured acreage. (It is possible that the insured may have this high-risk land
insured under a separate CAT policy - see the CIH for more information), and

Harvested production from the acreage designated as high risk has been kept
separate. If it has not, refer to the commingled production procedure in PAR.
126.

B Review of Other Option Forms or Endorsements

Review any other option form or endorsement that pertains to the crop and crop year
being inspected. Make any appropriate verification as it pertains to the provisions of the
option or endorsement. If there is insured and uninsured acreage, verify that harvested
production has been kept separate or is allowed to be separated by meeting the criteria
in PAR 126. If it has not, refer to the commingled production procedure in PAR. 126.

21 ACREAGE REPORT

A General Information

(1)

(2)

FEBRUARY 2006

If it is after the final ARD, there must be an acreage report on file with the AIP
before a claim can be filed.

Separate line entries are required on the acreage report, as follows:
(a) Basic, enterprise, and optional units, and within each unit, separate line

entries for differing practices, types, varieties, shares, APH yields, and
risk classifications.
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(b) For whole farm units, a separate line for each crop and for each crop with
differing practices, types, varieties, shares, APH yield, and risk
classifications;

(c) Timely planted acres (full production guarantee);

(d) LP acres, with a separate line entry for each day of planting during the LP
period (with a reduced production guarantee based upon the number of
days planted late), or a separate line entry for acres of a crop prevented
from planting after the LP period or a separate line entry after the FPD for
crops that do not have a LP period;

(e) Planted acres of the first insured crop for which 100% of the premium is
due and a separate line of first insured crop acreage for which 65%
reduction of the premium is applicable.

(f) Eligible PP acres that are eligible for 100% of the PP payment; and for
which 100% of the premium is due will be a separate line from eligible PP
acres that will have a 65% reduction of the PP payment and which will
result in a 65% reduction in premium.

B Late-Filed Acreage Reports or Tonnage Report-Raisins

When the insured DOES NOT report any acreage (or tonnage for raisins) for the insured
crop by the established reporting date, the AIP may determine the acreage (tonnage for
raisins) and establish premium and liability or the liability may be denied in accordance
with procedures in PAR. 74.

C Verification of the Acreage Report Information at Loss Time

(1)

(2)

FEBRUARY 2006

General Information

Verify with the insured the correctness of all acreage report information, including
whether all crop acreage (insured and uninsured) has been reported. See PAR.
127 for detailed information on unreported units. For non-loss units, verifications
other than with the insured do not have to be made. However, for loss units,
verification with the insured as well as other field verification requirements must
be made. Acreage must be “determined” for loss units but not non-loss units.
Acreage determinations must be made in accordance with PAR. 80.

Prior to a farm visit, if an error is found in the acreage report information requiring
a revised acreage report, complete an on-the-farm inspection and continue
verification of information on the acreage report as follows: (Refer to Part 2,
Section 3 of this handbook for revised acreage report instructions.)

(@) Crop

Verify that the crop acreage was actually planted and that the crop is
insurable in accordance with the crop insurance contract. If planting is
questionable, sample areas of the field to find evidence of planted seed,
request seed tickets, and any other records needed to verify actual planting.
If insurability is questionable, further investigation is needed relating to the
area questionable, such as seed variety being adaptable to area, that seed
planted was viable seed, etc. Contact your field supervisor for assistance
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(b)

(c)

(d)

(e)

and guidance. Refer to PAR.’s 44 and 45 for more details on insurable
acreage and insurable crop.

Planting Dates

Verify the planting dates with the insured and by field inspection.

1

IN

If the insured confirms these dates, but the reported timely-planting
dates or reported late-planting dates do not correspond to the growth
stage of the crop in the field, taking weather conditions into
consideration, further investigation is needed. Request seed ticket
receipts from the insured or where the seed was purchased. The
adjuster or other AIP representative will verify with the seed dealer the
amount of seed purchased and date purchased and whether any seed
was returned, etc., to help make determinations of planting dates. It
may be necessary to visit with neighbors or others who may frequently
travel past the fields in question.

Revise the acreage report if any acreage reported timely was planted
after the final planting date or if any of the reported late-planting dates
are incorrect, revise the acreage report accordingly. Refer to the late-
planted acreage procedures in Part 5.

Acres reported

1

IN

Verify that all insurable and uninsurable acreage for the crop has been
reported. If any of the acreage reported as insurable is uninsurable,
revise the acreage report to remove such acreage. Refer to PAR. 44
for information about uninsurable acreage.

For annually planted crops: If it is past the final planting date, verify
that all acreage planted has been reported for all fields. Unreported
acreage is uninsured acreage.

Practices

1

IN

Verify the actual planting practices carried out by the insured. Verify
that the actual practice is insurable, as shown in the actuarial
documents or Written Agreement, if applicable.

If the practice is not insurable, revise the acreage report to remove the
uninsurable acreage, and verify that the production from the uninsured
acreage and insured acreage has been kept separate. If production
was not kept separate, follow the procedures in PAR. 126 for
commingled production. Use the actual planting practice on the claim
form except as explained in PAR. 42.

Legal Descriptions and/or FSNs

Verify the physical location against the legal descriptions and/or FSNs on
the acreage report by using FSA documents or other verifiable documents
as references during inspection of the fields.
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(f)

(9)

(h)

(i)

)

(k)

|—=

Verify that the type, class, or variety actually planted is insurable as
defined in the crop policy/endorsement (or if applicable, by Written
Agreement), and that it has not been excluded by the actuarial

documents.

2 If the type, class, or variety is found to be uninsurable, revise the
acreage report to remove all acreage with the uninsurable, type, class,
or variety.

Share

Verify with the insured, and as instructed in PAR. 13, that the share
reported is correct. Shares cannot be increased at loss time. However, if
the share is lower at the time of the claim, the claim must reflect the correct
lower share.

Person’s sharing in the crop

Verify with the insured and via lease-agreements or FSA records or other
verifiable documents, the name of the person(s) sharing in the crop. Refer
to PAR. 13.

Risk classification

The AIP must verify that the risk classification is correct by verifying: (1) the
adjuster-verified physical location of the acreage, against the actuarial
documents (or written agreements, if applicable); (2) FSA documents if
FSNs are applicable; and (3) if a FCI-32 (Producer Classification) is
applicable, the AIP must verify the classification listed on the acreage report
against what is listed on the FCI-32 for the insured.

Special Purpose Information

This column is used for a variety of entries. It may contain contract prices
for crops requiring them (e.g., green peas), etc. Verify the accuracy of this
information using pertinent documents needed to verify this information.

Unit Number

1 AIPs must verify that the legal description and FSA FSN for each unit
on the acreage report is the same as on the APH form.

N

Verify that the unit numbers reported are in accordance with the
applicable individual crop policy or endorsement or, if applicable, the
unit division guidelines in the actuarial documents or Unit Division
Option.

Remarks. Review any information recorded in the remarks section that may
be pertinent to this inspection.

Uninsured or Uninsurable Acreage

Verify that any harvested production from the uninsured or uninsurable acreage
was kept separate from the insured acreage. If it was not, refer to the
commingled production procedure in PAR. 126.
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D Misreported Acreage Information

The insured must submit annually all required acreage report information for all insured
crops on an annual acreage report(s) to the AIP. The insured is responsible for the
accuracy of all information contained in those acreage reports. The insured should verify
the information on all such reports prior to submitting them to the AIP. The misreported
information (MI) provisions in section 6 (g) (2) of the Basic Provisions apply and do not
apply, as follows:

(1)

(2)

3)

(4)

FEBRUARY 2006

Planted Acreage: MI provisions apply to the acreage information reported as
insured acreage. However, the provisions do not apply to any acreage reported
as insured acreage that is not insurable acreage in accordance with the policy
provisions for insurable acreage, as outlined in PAR. 44.

Prevented Planting Acreage. MI provisions apply to reported insurable PP
acreage anytime the insured misreports any actual information (for example,
when there are only 80 acres but the insured reported 100 acres). However, if
any of the acreage reported as PP is not eligible for a PP payment, the Ml
provisions do not apply (for example, when the insured reported PP on 500 actual
acres, but due to eligibility requirements, 400 of the 500 acres were determined to
be ineligible for prevented planting coverage).

If the insured unintentionally:

(@) Under-reports liability (reported information results in liability lower than
the liability determined to exist), the loss liability will be held to the liability
reported by reducing the production guarantee or amount of insurance on
the unit by the liability adjustment factor (LAF). (In the event the insurable
acreage is under-reported for any unit and a claim for indemnity is
submitted, all production or value to count from all of the insurable acreage
(reported and not reported) will count against the unit guarantee; or

(b) Over-reports liability (reported information results in liability higher than
the liability determined to exist), the information contained in the acreage
report will be revised to be consistent with the correct information.

In addition to the LAF specified in (3) (a) above, if the misreported information
results in liability greater than 110.0 percent (over-reported liability in excess
of 10%) or lower than 90.0 percent (under-reported liability in excess of 10%)
of the actual liability determined for the unit, any indemnity, prevented planting
payment, or replanting payment will be reduced by a Misreported Information
Factor (MIF).

The MIF represents the amount of reduction that is proportionate with the amount
of liability that is misreported in excess of the tolerances stated above. The
examples below show how the MIF is calculated. Refer to Exhibit 18 to
determine what sequence the MIF is applied in the Indemnity, PP payment, or
replanting payment calculation.

(@) EXAMPLES:
1 Steps when the reported liability is over-reported.

a Reported liability is $120 divided by $100 determined (actual)
liability = 1.200000 over-reported liability.
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b Over-reported liability 1.200000 minus 1.100000 tolerance =
.100000 (10% in excess of tolerance).
¢ 1.000000 minus .100000 (excess of tolerance) = .900000 (MIF).

Always round factor to six decimal places.

IN

Steps when the reported liability is under-reported.

a Reported liability is $100 divided by $120 determined (actual)
liability = .833333 under-reported liability.

b Tolerance .900000 minus .833333 under-reported liability =
.066667 (6.7% in excess of tolerance).
¢ 1.000000 minus .066667 (excess of tolerance) = .933333 MIF.

Round all calculations to six decimal places.

(b) For the purpose of determining a MIF, share will be excluded from liability.
Refer to the definition of liability in Exhibit 1.

If the AIP has evidence the insured intentionally misreported (misrepresentation)
acreage information, the voidance provisions in section 27 of the Basic Provisions
apply. If the AIP does not have evidence that the acreage information was
intentionally misreported (misrepresentation), the Ml provisions apply.

E Revised Acreage Report. Acreage reports cannot be revised except as outlined in PAR.

29.

22 HAIL AND FIRE EXCLUSION

A Eligible Acreage

(1)

(2)

The hail and fire exclusion applies to all acreage of the crop insured at an
equivalent to a minimum 65 percent coverage indemnified at 100 percent price
election, unless the Basic Provisions for the plan of insurance does not allow
exclusion of hail and fire coverage.

Due to an insured’s ability to select different price elections for different types of
dry beans, a single dry bean policy may have some types at sufficient coverage
to exclude hail and fire and some with less than the minimum coverage required.
When this occurs, hail and fire is excluded only from acreage with at least
minimum coverage.

B Verifying Adequate Liability

(1)

(2)

FEBRUARY 2006

The AIP must ascertain/verify that for the crop year of the claim, the amount of
liability under the hail and fire policy equals or exceeds the liability amount that
would have been provided by the MPCI policy for that crop year. Liability for
acreage that is eligible for prevented planting but was not planted is NOT
considered and the premium is not reduced on such acreage.

When ascertaining whether there is adequate liability, uninsurable acreage must

be considered. If uninsurable acreage is involved, the total liability under the hail
and fire policy may exceed the MPCI crop insurance liability due to the extra from
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acreage (uninsured acreage), yet the insured still MAY NOT have adequate halil
and fire liability to allow exclusion of hail and fire coverage the MPCI policy.

Example:

MPCI coverage is: Hail & Fire coverage is:

100 insured acres (MPCI) 200 insured acres

100 uninsured acres $10,000 total liability
$10,000 total liability (MPCI insured acres) $50 per acre liability

$100 per acre liability ($10,000 + 200 insured acres
($10,000 + 100 insured acres = $50 per acre liability)

= $100 per acre liability)

VERIFICATION - Based on the above, the insured's hail and fire liability of $50
per acre does not equal or exceed the $100 per acre liability that would have
been provided by the MPCI policy; therefore, the insured does not have adequate
liability to exclude hail and fire from MPCI coverage.

C Damage Exceeds Deductible. If damage results from hail or fire and a hail and fire
exclusion is in effect, the adjuster will make an appraisal for uninsured (excluded) causes
of loss if the damage exceeds the deductible established in the policy. Use the following
instructions for computing and entering the appraisal in the “Uninsured Cause” column.

1 Original hail or fire liability has NOT been reduced.

(@) Make an entry in the “Uninsured Cause” column, as described below, ONLY
if ALL the following conditions have been met:

|—=

Hail or fire damage has occurred on the unit;

N

2 Hail and fire exclusion is in effect; and
3 The original amount of hail or fire liability has NOT been reduced.
(b) Enter the appraisal determined as follows:

Determine the weighted AVERAGE (based upon gross acres) percent
of hail or fire damage (from the hail or fire claim) for the unit.

Weighted-average-damage example: Suppose a unit of wheat (270
acres) is covered by a MPCI policy (65% coverage level) with hail/fire
excluded. Hail damages the unit as follows (percent of damage as
shown on the private hail/fire carrier’s loss form):
80 acres @ 0% 80acresX .00= 0.0
55 acres @ 48% 55acres X 48= 264
75 acres @ 66% 75acres X .66= 495
60 acres @ 100% _60 acres X 1.00=_60.0

270 acres 135.9

135.9 + 270.0 = .503 = 50.3% weighted-average damage percent for
unit.

N

Determine the “hail/fire exclusion appraisal factor” either by:

a calculating as instructed in steps ¢ and d below, OR
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(2)

FEBRUARY 2006

[op

10

[oX

D

skip steps ¢ and d and obtain the factor representing the insured’s
coverage level percent and weighted average percent of hail/fire
damage from the “Hail/fire Exclusion Appraisal Factor Chart” in
Exhibit 6.

Example of “hail/fire exclusion appraisal factor” derived from the
chart Exhibit 6, based on the example in (1) above (65% coverage
level).

50% hail/fire damage = .2308
.3% hail/fire damage = .0046
50.3% 2354

(Do not use this step if the “hail/fire exclusion appraisal
factor” was obtained from the Hail/fire Exclusion Appraisal
Factor chart; go to step in e below.) For each coverage level,
the “deductible” is 100% minus the coverage level percent (e.g.,
100% - 65% = 35%). Subtract the percent “deductible” from the
weighted average percent of hail or fire damage (e.g., 50.3%
weighted ave. hail damage - 35% “deductible” = 15.3%).

(Do not use this step if the “hail/fire exclusion appraisal
factor” was obtained from the Hail/fire Exclusion Appraisal
Factor chart; go to step in e below.) Multiply the result in step ¢
times the applicable 2-decimal level factor to determine a 4-place
factor (hail/fire exclusion appraisal factor). Determine the 2-place
factor as follows: 100 divided by the coverage level percent in
step c (e.g., 100 + 65 = 1.54 for the 65% coverage level).
Determine hail/fire exclusion appraisal factor as follows: .153 X
1.54 = .2356.

Multiply the factor determined in step d above (or as derived from
the Hail/fire Exclusion Appraisal Factor Chart,” Exhibit 6) times the
per-acre guarantee for the acreage. (If the crop is a dollar plan
crop, the per-acre guarantee will be the per acre dollar amount of
insurance, unless the instructions on the Production Worksheet for
the uninsured cause column shows the entry in bu., Ibs, etc.).
Enter the result in the “Uninsured Cause” column of the claim form
(e.g., .2356 X 4.6 bu. guarantee (rounded to the nearest tenth) will
equal a 1.1 bushel appraisal). Make no entry for “0” appraisals.

Original Hail or fire Liability HAS BEEN reduced

(a)

(b)

Make an entry in the “Uninsured Cause” column, as described below, ONLY
if all of the following conditions have been met:

|—

IN

3

Hail or fire damage has occurred,

A hail/fire exclusion is in effect, and

The original amount of hail and fire LIABILITY HAS BEEN REDUCED.

Enter the appraised amount of UNINSURED hail or fire damage per acre
calculated as follows: Divide the hail or fire insurance indemnity per acre by
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the original hail and fire insurance liability per acre. Multiply the result by
the guarantee per acre divided by your coverage level percentage, and this
result will be the appraisal for uninsured causes.

EXAMPLE:

Assume insured has the following:

MPCI guarantee per acre = 90.0 bu./acre
MPCI coverage level =75% (or .75)
MPCI liability = $180/acre
Original private hail/fire liability = $200/acre
Reduced private hail/fire liability = $150/acre

(reduced due to an MPCI insured cause of loss)

Since the private hail/fire liability has been reduced below the MPCI liability
($150 an acre versus $180 an acre), the “EXCEPT THAT” clause in the Hail
and Fire Exclusion provisions applies.

Private hail/fire indemnity = 30% loss X $150/acre = $45/acre indemnity
$45/acre private hail/fire indemnity + $200/acre original private hail/fire

liability = .2250 X 90.0 bu./acre MPCI guarantee = 27.0 bu./acre appraisal
75 coverage level

The Hail/Fire Exclusion Factor Chart is not applicable for this calculation.

23 ASSIGNMENT OF INDEMNITY

A

General Information. A prescribed form signed by the insured to assign the right to an
indemnity to a third party. The assignment applies to all acreage of the crop covered
under the policy. Refer to the CIH for more detailed information.

When Made? Assignments of indemnity may be made after acceptance of the
application but prior to the transmittal of a claim for processing an indemnity payment.

Life of Assignment. An assignment is in effect only for the crop year of the assignment.

Replant Payment and Assignment. Issuance of a replant payment for any insured unit
does not restrict the insured from assigning the right to an indemnity to another party.

Assignment of Indemnity and Transfer of Right to an Indemnity. If a timely signed,
Assignment of Indemnity and a timely signed Transfer of Right to an Indemnity for the
crop and crop year are on file, and no release for either document is found, the earliest
processed document will take precedence.

Release. The Assignment of Indemnity may be released by the assignee submitting a
signed statement of release showing the insured's name, mailing address, contract
number, and crop(s). Ifitis discovered during the loss inspection that there is a release
that has not been submitted or processed, document this on a Special Report, and
attach it and the release statement to the claim form.
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Claim Instructions. Record whether an Assignment of Indemnity is in effect by
completing the appropriate entry block (line) on the claim form, or in the absence of an
entry block (line), record the information on an attachment or in the narrative of the claim
form.

24 TRANSFER OF RIGHT TO AN INDEMNITY

A

General Information. A prescribed form used when an insured wishes to request a
transfer of the right to an indemnity for a crop year on any part of the share and/or
acreage in a unit when the transfer of ownership or share in the crop occurs during the
insurance period. Therefore, a transfer of part or all of the ownership of the insurable
share and/or acreage must occur before the earliest of the:

1) Date harvest was completed on the unit,
(2) Calendar date for the end of the insurance period, or
(3) Date the entire crop on the unit was destroyed, as determined by the AIP.

Approval. The transfer is subject to approval by the AIP and to any outstanding
Assignment of Indemnity made by the transferor prior to the date of transfer.

Ownership Transfer. Ownership of the insured crop MUST HAVE BEEN transferred
prior to the end of the insurance period. The completed and signed transfer form must
be submitted prior to processing the claim.

Release. The Transfer of Right to an Indemnity may be released by the transferee
submitting a signed statement of release showing the insured's name, mailing address,
contract number, crop(s), and unit(s). Ifitis discovered during the loss inspection that
there is a release that has not been submitted or processed, document this on a Special
Report, and attach it and the release statement to the claim form.

Life of Transfer. The transfer established by the Transfer of Right to An Indemnity is
effective only for the crop year specified. For succeeding crop years, if the transferee
does not have a crop insurance contract in force for the succeeding crop year but wishes
to continue insurance, the transferee must apply for insurance by the sales closing date
for the crop.

Claim Instructions

(1) Transfer in Effect? Record whether a Transfer of Right to an Indemnity is in
effect by completing the appropriate entry block (line) on the claim form; or in the
absence of an entry block (line), by recording the information on an attachment or
in the narrative of the claim form.

(2) How Many Claims Are Prepared? Prepare only one claim form for the loss on
the unit. Account for all the acreage, production, and share. The transferor's
name must appear on the claim form as listed on the latest policy confirmation.

(3) Required Signatures on Claim Form

(a) Partial Transfer: For a partial transfer, the insured and transferee(s) must
sign claim (transferee should sign below the transferor's signature).
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(b) Complete Transfer: For a complete transfer, the transferee must sign the
claim.

25 NOTICE OF PREVENTED PLANTING OR NOTICE OF DAMAGE OR LOSS

The insured is responsible for providing to their AIP, a notice of prevented planting or notice of
damage or loss for planted crop acreage within the prescribed time stated in the
policy/endorsement/crop provisions. The Basic Provisions state the insured may make the

[ notice by telephone or person but must confirm the notice in writing within 15 days. A form
or card meeting FCIC-form standards is used by the insured to file written notice to the AIP.

A AlIP's Responsibilities

(1)

(2)

3)

(4)

FEBRUARY 2006

Prepare and distribute the notice of damage to the appropriate parties. (Itis
suggested that agents (or representatives taking notices of damage) are provided
with instructions to obtain information pertaining to companion contracts
(insured's shareholder in the loss-affected unit has a multiple peril contract); i.e.,
name of the shareholder's AIP; and in the absence of this or if it is not known
whether the shareholder has a multi-peril contract; the name, address, and
telephone number of the shareholder.

Remind insureds of their responsibilities, including but not limited to (the following
is not applicable to prevented planting notices):

(@) continuing to care for the crop;

(b) leaving representative samples/strips as provided in the
policy/endorsement/crop provision when notice of damage has been given
15 days prior to or during harvest;

(c) keeping production separate for each unit and for each practice having
separate APHs, etc.; and

(d) keeping production from 1% and 2" crop acreage separate; e.g., 100 acres
of soybeans is first crop acreage and 200 acres of soybeans is second crop
acreage. The soybean production from the 200 acres of second crop
acreage is required to be kept separate from the production from the 100
acres of soybeans that is first crop acreage.

Assign notices of damage to adjusters as quickly as possible to assure timely
service to the insured.

Assure that, if at all possible, companion contracts are adjusted at the same
time, as follows:

(a) If the companion contract is serviced by the same AIP, the AIP will make
arrangements to have both contracts adjusted by the same adjuster.

(b) If the companion contract involves a different AIP, the AIP will notify the
other AIP, if known, immediately of the situation. It should be encouraged
that adjusters from different AIPs adjust the claim together; however, if
either AIP is unable to adjust the claim, the other AIP will make the loss
inspection and provide the necessary documentation to the AIP unable to
be present on the loss inspection. It is expected that the number of times
this situation occurs will be minimal.
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(d)

(e)

(f)

When only one AIP completes a loss inspection, the other AIP will be
provided legible copies of the appraisal worksheet (when applicable) and
claim forms. At their discretion, both AIPs may review the loss inspection at
a later date for quality assurance purposes.

In the event a loss inspection is completed by one AIP and the other AIP
disagrees with the original findings, representatives from both AlPs involved
will meet and resolve the discrepancies. If the discrepancies cannot be
resolved, each representative will follow their respective AlIP’s instructions.

If upon receipt of a companion contract, it is discovered that an inspection
has already been made by the other AIP, the claim may be completed
based on the other AlP's findings, PROVIDED the AIP agrees with the
original findings of the other AIP. (Refer to PAR. 84 C regarding production
determination when crop shares are involved.) If there is reason to
disagree with the findings of the other AIP, follow the same procedure
outlined in PAR. 25 A (4) (d).

When a loss inspection indicates the need for a good farming practice
decision, AlPs will work together to document the production methods
carried out by the insured, obtain verifiable receipts, conduct research on
the production methods, and make a decision. If AIPs are unable to make
the decision, refer the request for a determination to the RMA RO. Each
AIP will notify its insured in writing of the good farming practice decision.
The decision applies to all insured shareholders on the acreage. Refer to
PAR. 124 F for additional information.

Use the instructions for delayed notice inspections in PAR. 69 if the insured failed
to provide notice within the time prescribed in the policy provisions.

Adjuster Responsibilities

(1)
(2)

3)

Accepting Notices. Follow the AIP’s instructions for accepting notices of loss.

When the insured has less than 100 percent share of a loss-affected unit and the
claim form does not indicate or the AIP has not provided the information
indicating whether the shareholder has a multi-peril contract, question the insured
to determine whether the OTHER person sharing in the unit also has a multi-peril
contract. Contact the AIP for further instructions if the other person sharing in the
crop unit has a multi-peril contract.

Review all information from prior inspections for the crop(s) being inspected to
determine if any information from these inspections (appraisal worksheets, maps,
claim form, special reports, etc.) is pertinent to the inspection being performed.

26 POWER OF ATTORNEY

A

FEBRUARY 2006

AlP’s Responsibility

The AIP will provide the adjuster with the name of the party who can act on behalf of the
insured and assure that anyone other than the insured who has signed loss related forms
or claims is authorized to do so. Refer to the CIH for information regarding what an
acceptable power of attorney is.
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Refer to PAR. 7 | for information pertaining to conflict of interest as it relates to Power of
Attorneys.

Adjuster Responsibility

If an individual other than the insured states they are acting in behalf of the insured, and
the AIP has not provided information that this party has authority to act on behalf of the

insured, do not allow signatures until it is verified with the AIP that an acceptable Power
of Attorney is on file granting such authority to this individual.

SECTION 3 REVISED ACREAGE REPORTS

27 GENERAL INFORMATION

A

Overview

Except for Nursery and Cultivated Clams, the acreage report (tonnage report for raisins)
is the document used to determine the AlP’s liability, the insured's premium, and amount
of coverage. (Refer to the Nursery and Cultivated Clam Handbooks for the document(s)
used in lieu of an acreage report.) If incorrect, the acreage report may be revised if
allowed under the parameters of this section.

Possible Reasons for Revised Acreage Reports

The following circumstances may result in a revised acreage report being filed, IF by the
criteria stated in PAR.’s 28 and/or 29 below, revised acreage reports are permitted.

1) The insured may file a request for a revision on a unit basis.

(2) The AIP may file a revised acreage report to correct a keying error on the original
acreage report discovered during loss adjustment, improper unit division, etc.,
provided the revision falls within the allowed parameters outlined in this section.

(3) Acreage Report Reviews. During Acreage Report Reviews, acreage reports
must be revised to remove uninsurable acreage or may be revised to add acres
not reported for a crop (except for prevented planting acres), provided liability is
not increased on a unit that could not pass a crop inspection.

(4) All acreage report revisions require:

(@) Documentation in the "Remarks" section of the acreage report (or other
form specified by the AIP to revise acreage reports) or on a Special Report
explaining why the revision took place and what changes were made (if a
form was used to document, notate "See attached (Form Number)" in the
"Remarks" section of the acreage report);

(b) Date, signature, and code number of the person preparing the revised
acreage report (or other form designated by the AIP to revise acreage
reports);

(c) Insured's signature and date, UNLESS circumstances warrant the absence
of the insured's signature. If the insured's signature is not obtained,
document why the signature was not obtained in the "Remarks" or on a
Special Report. Based on the nature of the revision and the reasons the
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insured's signature was not obtained, the AIP will determine whether the
revised acreage report should be approved without the insured's signature
(e.g., correcting keying error would not require the insured’s signature; and

(d) For acreage reports revised after the final ARD, the AlP’s authorized
representative’s approval. Refer to PAR. 29 A for exceptions.

28 REVISED ACREAGE REPORTS - ON OR BEFORE THE ARD

A
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Planted acreage. Acreage reports for a planted crop may be revised on or BEFORE the

ARD anytime information that affects the guarantee, premium, or liability for the crop was
incorrectly reported. No crop inspection or approval is required when revisions are filed
BEFORE the ARD.

Prevented planting acreage. Acreage reports for PP can be revised to increase or

decrease the number of acres without approval from the AIP. However, switching PP
acreage to another crop or type is not permitted either before or after the ARD. Refer to
the Prevented Planting Handbook for additional information and examples of revised
acreage reports for prevented planting acreage.

All acreage report revisions require:

(1)

(2)

3)

(4)

Documentation in the "Remarks" section of the acreage report (or other form
specified by the AIP to revise acreage reports) or on a Special Report explaining
why the revision took place and what changes were made (if a form was used to
document, notate "See attached (Form Number)" in the "Remarks" section of the
acreage report),

Date, signature, and code number of the person preparing the revised acreage
report (or other form designated by the AIP to revise acreage reports),

Insured's signature (or authorized representative) and date, UNLESS
circumstances warrant the absence of the insured's (authorized representative)
signature. —For CAT coverage ONLY: Unless a person with an insurable
interest in the crop objects in writing on or before the ARD and provides a signed
acreage report on his or her own behalf, the operator may file/sign the acreage
report for all other persons with an insurable interest in the crop, including a
revised acreage report. A power of attorney is not required and all other persons
with an insurable interest in the crop, and for whom the operator purports to sign
for and represent, are bound by the information contained in that acreage
report.«<For CAT coverage ONLY. If the insured's signature is not obtained,
document why the signature was not obtained in the "Remarks" or on a Special
Report. Based on the nature of the revision and the reasons the insured's (or
authorized representative’s) signature was not obtained, the AIP will determine
whether the revised acreage report should be approved without the insured's (or
authorized representative’s) signature (e.g., correcting keying error would not
require the insured’s (or authorized representative’s) signature; and

The AIP’s authorized representative’s approval if acreage reports are revised
after the final ARD.
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29 REVISED ACREAGE REPORTS - AFTER THE ARD

A AIP Approval

(1)

(2)

FEBRUARY 2006

Planted acreage.

(@) Acreage reports may be revised AFTER the ARD ONLY with the AIP’s
authorized representative’s consent (i.e., approval) as stated in the following
subparagraphs.

(b) The AIP can provide consent for a revised acreage report if:

1 No cause of loss has occurred. (When insureds request revisions to
reduce acres, AlPs can provide consent as stated in subparagraph

(8));

2 The crop unit passes the crop inspection criteria for accepting
unreported acreage information; e.g., adding acreage or units, as
stated in PAR. 74; or

3 A crop inspection is not needed to revise the acreage report as stated

in subparagraphs B below.

(c) Acreage reported as an irrigated practice (and that qualifies for an irrigated
practice at the time insurance attached) cannot be revised to a non-
irrigated practice (even when the insured never applied any irrigation water)
or vice versa WHEN loss is evident on the unit or WHEN harvest is general
in the area, except as allowed in subparagraph B (2) below. PAR. 40 K (8)
applies when acreage cannot be revised from irrigated to non-irrigated.
When acreage does not qualify for an irrigated practice, PAR. 40 K (4)
applies.

(d) When the insured claims there is an error in the reported irrigated and/or
non-irrigated practices, a revised acreage report may be approved to
change a non-irrigated practice to an irrigated practice (acreage must
qualify for an irrigated practice) or irrigated may be revised to non-irrigated
PROVIDED:

|—=

no damage or loss has occurred,

N

harvest is not general in the area, AND

[¢8

the AIP has verified that the practice for which the change was
requested actually existed and is being carried out in a manner
consistent with a good farming practice for the practice that the
acreage is being revised.

Prevented Planting. Acreage reports cannot be revised to add PP acres, switch
PP acres from one crop to another, add PP crops, or change practices, types, or
varieties for the PP crop after the ARD, unless there is clear evidence that the
number of acres was transposed or the AIP or someone from USDA committed
an error that resulted in the incorrect information; e.g., if an FSA measurement for
a field is incorrect, the acreage for the field can be corrected. AlPs will revise
acreage reports to remove acreage ineligible for PP payments as stated in
Section 7 | of the Prevented Planting Handbook.
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B Acreage Reports May Be Revised Without Crop Inspections for the Following Situations

and a MIF and LAF is ONLY Applicable to Misreported Information on the Revised

Acreage Report:

(1)
(2)
3)

*k%

(4)
®)

(6)

FEBRUARY 2006

Short-rated acreage (refer to subparagraph 29 C below);
Measurement service requested by the date specified in 29 E below;

The crop is replanted to a different type or variety than was initially reported and
that is specified on the actuarial documents (e.g., initially planted oil-type
sunflowers, and replanted to non-oil type), unless specified otherwise in the crop
provisions or Special Provisions. The same acres as were shown on the initial
acreage report would be shown on the revised acreage report, unless the insured
requested that additional acreage be added, which would then require a crop
inspection;

Keying errors of the acreage report caused an incorrect Summary to be issued;
Incorrect unit arrangement has been reported:

(@) Two or more optional/guideline units must be combined anytime separate
records of production and acreage are not maintained. (Refer to
Commingled Production, PAR. 126.)

(b) Part of a unit or an entire unit may be deleted.

(c) Additional units may not be created after the ARD, except for basic/policy
units as in the case of share-rent on a unit. Basic/policy units must be
separated even if damage has occurred on the unit.

The insured provided evidence that the AIP or someone from USDA has
committed an error regarding the information on the insured’s acreage report.
Following are some, but not limited to, items and documents from which the AIP
could make an error when transferring information from the document to the
acreage report and which would substantiate that an error was made:

(a) Approved yield from the APH form.
(b) Information from an approved Written Agreement.

(c) Information from County Actuarial Documents; e.g., the FCI-33 actuarial
map was incorrectly read resulting in an incorrect classification, etc.

(d) A worksheet the insured completed to report his/her original acreage report
information.

(e) Based on the document provided by the insured, the incorrect percent-
planted factor was used to calculate acres for skip-row cotton, or that the
incorrect yield-conversion factor was applied to the approved yield for non-
irrigated skip-row cotton.

(f)  The information on the acreage report is clearly transposed; e.g., 87.0 is

written as 78.0., etc. Also, refer to (9) below for clear transposition of
information between acreage report lines that are also correctable;
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(7)

(8)

©)

FEBRUARY 2006

Any other reasons specified in the policy provisions or Special Provisions,
including those shown in subparagraphs B (1), C, and E.

Acreage has been over reported

(@)

(b)

(c)

When an insured requests a decrease in reported acres of a unit, the
acreage report may be revised to remove those acres, provided:

1 At the time the insured requests a decrease in reported acreage, no
cause of loss has occurred.

2 All units of the crop for which the revision is NOT requested must have
existing acceptable determined acres, as defined in PAR. 80; and
3 For the unit for which the insured has requested a decrease in acres

the insured must, at his/her expense, have a current measurement of
the unit acreage that meets all the criteria for acceptable measured
acres as stated in PAR. 80.

Document the acceptable determined and measured acreage on a form
used for documentation purposes or aerial photo map.

Insured’s request to reduce acres is not the same as automated revisions
that occur during claims processing to adjust the premium based on what
actually existed (e.g., less acres actually exist than reported).

Correctable Transposition Acreage Report Errors. When it is obvious that the
acreage was inadvertently switched between lines at the time the acreage report
was completed resulting in incorrect acres between crops or practices, FSNs,
types, etc., AIPs may approve a revised acreage report to correct the error. In all
cases, the reason for the revision must be documented in the “Remarks Section”
of the acreage report or on a Special Report. If a Special Report is used, attach it
to the acreage report. The insured must sign the revised acreage report.

(@)

(b)

(c)

AlIPs are to use this type of correction prudently. Revisions of this type are
to be approved ONLY when it is obvious that acreage reported on one line
was inadvertently switched with acreage on another line, and the AIP
believes that the insured did not intentionally report this way in order to
benefit from doing so; i.e., lower premium because of lower premium rates,
etc. The AIP should try to establish whether there is a pattern of
misreporting every year. If so, the AIP should not consider the misreported
acres as an inadvertent switching of acreage.

This procedure is not to be used to correct overall variances between acres
reported and acres determined. For example: if the irrigated practice was
reported as 100.0 acres and the non-irrigated practice is reported as 150.0
acres, and it is determined that there are 95.0 irrigated acres and 155.0
non-irrigated acres, this is a variance in reporting (under reporting and over
reporting) and is not considered an inadvertent switch.

When the acreage report is revised to correct an inadvertent switching of
acreage, the revised acreage report must be processed prior to the claim.
The acreage on the revised acreage report will be used as the reported
acres and cannot be used as the determined acres also. The determined
acres must remain a separate determination.
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For example: 100 acres was initially reported as irrigated and 50 as non-irrigated;
however, the acres for the two practices were inadvertently switched. The
determined acres for the irrigated acreage is 51.5 acres; the revised reported
acres are 50.0 acres, so there is 1.5 acres under reported for this practice. The
determined acres for the non-irrigated acres are 98.0 and the revised reported
acres are 100.0, so there is 2.0 acres over reported for this practice.

(d) The following can be considered correctable if the AIP believes that the
insured did not switch the acreages to benefit from lower premiums, etc.:

1 Acreages for practices were inadvertently switched. For example: 100
acres were reported as irrigated and 50 as non-irrigated, however, the
acres for the two practices were inadvertently switched when reported.
(The inadvertent switch of acreage may occur within the same unit, or
for additional coverage, it may occur between different units when
there are optional units for irrigated and non-irrigated acreage.)

IN

Acreages for different types were inadvertently switched. For
example: 150 acres were reported as oil type (048) sunflowers and
100 acres were reported as non-oil type (049) sunflowers; however,
the acres for the types were inadvertently switched when reported.
The inadvertent switch may occur within the same unit, or when
optional units are allowed by type for the coverage selected, the
inadvertent switch may involve different units.

lw

Acreage between legal descriptions was inadvertently switched. For
example: Unit 00102 has 100.0 acres reported with legal description
Section 2, Township 5, Range 3. Unit 00101 has 150.0 acres reported
with legal description Section 1, Township 5, Range 3. The legal
descriptions are correct for the unit structures shown on the APH form.
However, the acreage for the legal descriptions was inadvertently
switched. (The inadvertent switch may occur within the same unit; or
may involve different units (for additional coverage) when optional
units are allowed by sections (or other legals described in the policy).

I~

When unit structure for the crop is by FSN and the acreage between
two FSNs were inadvertently switched. For example, 200 acres for
FSN 1234 was reported, and 300 acres for FSN 2345 was reported;
however, the acreage for the FSNs was inadvertently switched.

[&)]

Acreages between two crops were inadvertently switched. For
example: one line showed 120.5 acres of corn and one line showed
155.6 acres of soybeans; however, there was actually 155.6 acres of
corn and 120.5 acres of soybeans.

C Revisions to Reduce Premium for Acreage Destroyed Prior to Harvest

(1)

FEBRUARY 2006

Acreage reports CANNOT be revised after the acreage report date to remove or
reduce premium because the insurable acreage was destroyed prior to harvest,
except when the County Actuarial Documents provide a reduced premium rate
(short-rate) for acreage destroyed prior to harvest and all other criteria is met as
stated in (2) (a)—(b) below. For such crops and counties, the insured may report
all planted acreage as insurable. Premium will be due on all the acreage with
additional coverage.
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(2)

Requirements for Short-rated Acreage

(@) The premium amount will be reduced (short-rated), including CAT coverage,
by the amount shown on the County Actuarial Documents only if the
insured notifies the agent by the date shown on the Special Provisions that
the acreage will be destroyed by grazing or mechanical means prior to
harvest, and the insured does not claim an indemnity on such acreage.

If a notice of damage is filed and the insured wants to file a claim for
indemnity on the acreage at this time rather than take a short rate, the
acreage must be appraised. Refer to PAR. 85 and 88. If the insured
wishes to destroy the acreage to comply with other USDA programs, the
acreage must be released when an adequate appraisal is made; or if
applicable, the insured has agreed to leave representative samples so that
adequate appraisals can be made at a later date.

(b) When timely and proper notification is received, the AIP will revise the
acreage report and reduce (short-rate) the premium accordingly. Insurance
coverage will cease on any acreage the insured does not intend to harvest
on the date the insured notifies the agent of such intent.

(c) Ifthe acreage is not destroyed as intended, the insured will be subject to the
under-reporting provisions contained in section 6 of the Basic Provisions.
Such acreage cannot be added back to the acreage report, even if the crop
would pass a crop inspection in accordance with PAR. 74.

(d) If the insured destroys (by grazing or mechanical means) the acreage
without proper and timely notification, the acreage is considered to have
been destroyed without consent. An appraisal of not less than the
guarantee will be assessed on such acreage.

D Adding acreage that was initially reported that it would be grazed or destroyed (i.e.,

uninsured acreage).

If, after the ARD, the insured decides to take to harvest acreage that was previously
designated to be destroyed (uninsurable) and it meets all insurability requirements in the
policy, it can be added if a crop inspection is made and the crop passes the crop
inspection in accordance with the requirements in PAR. 74.

(1)

(2)

If the crop passes the inspection and is accepted, the acreage would be
re-designated as insurable and the acreage report revised to add such acreage.
If the acreage is accepted, premium will be applicable to the entire crop year.

If the crop fails to pass the crop inspection or is not accepted, the acreage is to
remain designated as uninsurable in the "Remarks" section of the acreage report.

E Revisions Due to Measurement Service

*kk (1)
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If the insured provides documentation to the AIP that they have requested
Measurement Service from FSA or a firm engaged in land measurement (see (2)
below), prior to the ARD, and submits an acreage report to the AIP with estimated
acres by the ARD, the insured must provide the measurement to the AIP when
the Measurement Service has completed the measurements. If the measured
acreage was different than the reported acreage, the acreage will be increased or
decreased based on the Measurement Service’s measured acres (even at loss
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adjustment time), unless there is a discrepancy between the acreage
measurements of the Measurement Service and the AIP or FSA. However, no
MIF or LAF will apply if due to irreconcilable differences, the AIP or FSA acreage
measurements are used in lieu of the Measurement Service’s measurements.

(2) Firms engaged in measurement service may include those operated by sales
agents or firms in which the sales agent is associated. However, for claim
purposes, acreage measurements performed by a measurement service
operated by or in which the sales agent is associated are not considered
“measured acres,” but no MIF or LAF will apply as explained in PAR. 80.

(3) If the insured has not provided the acreage measurement by the time a notice of
loss has been provided to the AIP, the AIP must determine the acreage and
make whatever adjustments are required by the Basic Provisions if the estimated
acres reported are incorrect, UNLESS the insured and the AIP agree in writing to
wait for the Measurement Service’s measurement. No LAF or MIF will apply.

F Preparation, Documentation, and Submission

Prepare a revised acreage report and Special Report explaining errors or omissions on
the previous acreage report or summary and what corrections were made. All revised
acreage reports require the items listed in PAR. 28 C. Submit the revised acreage report
and Special Report to the AlIP’s approving official. If a crop inspection was required,
refer to PAR. 74 for additional requirements.

G Liability Adjustment Factor (LAF)

If the liability determined to have existed is higher (based on the information on the PW)
than the liability reported (based on the information on the initial acreage report), the LAF
must be applied to the replant payment, prevented planting payment, or indemnity
payment calculation to hold the liability to the liability initially reported on the acreage
report. Refer to the definition of LAF in Exhibit 1, and refer to Exhibit 18 for example of
where the LAF is applied in the replant payment, prevented planting, or indemnity
calculation. If the acreage report must be revised to process the practice, type, or variety
determined to exist due to the changes in APH yields, the LAF based on the liability from
the initial acreage report must still be applied to the indemnity payment calculation even
though the liabilities would now match. For the purpose of determining a LAF share is
excluded from liability; refer to the definition of liability in Exhibit 1.

H Misreported Information. Insureds are subject to a MIF unless the AIP is allowed to
revise the acreage report to correct errors as stated in other subparagraphs in PAR. 29
or the insured qualifies for the exclusion of the MIF under the Measurement Service
provisions, as stated in subparagraph E above. If the insured does not meet the criteria
for revising the acreage report for errors or the insured does not submit acreage
measurements from the Measurement Service as stated in subparagraph E above, refer
to PAR. 21 D to determine if either or both of the misreporting rules apply.

| Misreported Practices/Types Within the Same Unit

If it is determined that: (1) a practice (or type) that actually existed for a unit was not the
practice (or type) reported on the acreage report for the unit, (2) there are different APH
yields for each practice or type (e.g., a summerfallow practice is reported but a
continuous cropping practice actually exists with each practice having a different APH
yield), and (3) a claim for replant payment, prevented planting payment, or indemnity
payment will be processed, then an APH record for the correct practice/type must first be
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processed through the DAS, followed by a revised acreage report to change to the
unreported practice/type information (APH yield, guarantee, etc) on the claim form
(Production Worksheet), UNLESS the AIP has evidence of the insured misrepresenting
the practice/type for the purpose of obtaining lower premium or a higher guarantee. If
there is supporting evidence of misrepresentation, the policy should be voided in
accordance with the policy provisions. In cases where misrepresentation is not
applicable to a misreported practice or type and the actual practice or type must be
processed prior to processing the claim as stated above, a LAF or MIF based on the
initial acreage report liability must be applied to the replant payment, prevented planting
payment, or indemnity calculation. For the purpose of determining a LAF or MIF, share
is excluded from liability. Refer to the definition of liability in Exhibit 1.

Different Production Method Has Been Carried Out and Will Result in Lower Yield

If it is discovered that a different production method has been carried out than what was
reported on the acreage report, and will likely result in a lower actual yield than was
established for the production method reported:

(1) The approved yield will be reduced to an amount consistent with the production
methods actually carried out for the crop year. The yield will be adjusted based
on the insured’s other units where such production methods were carried out or
to the applicable county transitional yield for the production methods if other such
units do not exist.

(2) The acreage report will be revised with the revised APH yield that matches the
practice determined to actually exist; and

(3) If applicable, a LAF and MIF will be applied to the replant payment, prevented
planting payment, or indemnity calculation. Refer to subparagraph G for more
information about the LAF and PAR. 21 C for information about the MIF.

REVISED ACREAGE REPORTS - ACREAGE REPORT REVIEWS

Revised acreage reports resulting from an acreage report review (based on acreage
determinations only) will not be prepared if the difference in premium does not exceed the
FCIC approved tolerance ($250) UNLESS the AIP has given written authorization to allow
revisions at a lower tolerance level. Refer to PAR. 73, “Acreage Report Review Inspection” for
information in regards to the inspection.

REVISED ACREAGE REPORTS - EXAMPLES

Following are some examples of acreage report revisions that may be needed during an
inspection. Always document the reason for the revision on the form used to revise acreage
reports or document on a Special Report.

A

Examples

(1) Insured reported units 00101 and 00102 of grain sorghum as insurable. Upon
inspection unit 00102 was found to be planted to an uninsurable practice.

ACTION: Delete 00102 from the acreage report noting in the remarks that the
acreage is planted to an uninsurable practice.

(2) During an inspection prior to harvest being general in the area, the AIP
discovered that unit 00200 of soybeans had not been reported on the original
acreage report. The crop inspection indicated that this unit and all other units met
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(4)

)

(6)

(7)

(8)

(9)
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the appraisal criteria for accepting additional liability for the additional unit, as
defined in PAR. 74.

ACTION: Unit 00200 may be added.

Based on the APH yield, an incorrect risk classification for unit 00100 was
entered on the original acreage report.

ACTION: Revise the acreage report to show correct risk classification, and
notate the reason of the revision in the “Remarks Section” or on a Special Report.

The original acreage report shows 25.0 acres for unit 00100, and the inspection
reveals 50.0 acres were planted. The crop inspection indicated that all the
criteria for accepting additional acreage for this unit (reported and unreported
acreage) were met, as defined in PAR. 74.

ACTION: The acreage report may be revised to add the additional acreage.

The original acreage report shows all of unit 00100 (108.0 acres) was planted by
the final planting date and there is no late planting provision for the crop, but it
was determined 20.0 acres of unit 00100 were planted after the final planting
date.

ACTION: Revise the acreage report to reduce the 108.0 acres of insured
acreage to 88.0 insured acres. Notate in the remarks section of the acreage
report that unit 00100 was revised to remove the 20 acres planted after the final
planting date (complete specified area of the acreage report for uninsured acres if
the acreage report has such area). Advise insured to keep harvested production
from insured acreage (108.0 acres) separate from harvested production from the
uninsured acreage (20.0 acres).

The original acreage report shows all of unit 00100 (200 acres) was planted by
the final planting date, but it was determined that 50 acres were planted 5 days
after the final planting period. This is a crop that the policy provisions provide for
automatic late-planted acreage coverage.

ACTION: Revise the acreage report to show 150 acres as timely planted and
make a separate line entry showing the 50 acres with the correct planting date.

The original acreage report shows 50 percent share for unit 00100. Itis
determined that the share at the time of planting was 100 percent and is still 100
percent. (No additional acreage is being added.)

ACTION: Provided a crop inspection indicates that unit 00100 acreage meets
the criteria for accepting additional liability, as defined in PAR. 74, the acreage
report can be revised to reflect 100 percent share.

The original acreage report shows 100 percent share for unit 00101 soybeans.
The inspection revealed the share at the time of planting was 50 percent.

ACTION: Revise the acreage report to reflect the appropriate share at the time of
planting.

The original acreage report showed unit 00100 of wheat with 100 percent share.
The inspection revealed there were two units, one with 100 percent share and
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(11)

(12)

(13)

(14)
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one with 50 percent share. Additional units must be "broken out" because they
are basic/policy units.

ACTION: Revise the acreage report to show the correct unit structure.

The original acreage report showed two optional units of soybeans. The
inspection determined that no separate records of production or acreage were
maintained to support the production report filed.

ACTION: Revise the acreage report to combine the two optional units. Delete
the unit number not kept.

The original acreage showed Unit 00102 soybeans with .333 share. The
verification of the share revealed that the insured had no interest in this unit.

ACTION: Revise the acreage report to remove unit 00102 soybeans.

The original acreage report for tobacco showed unit 00100 with risk classification
of T18, but the FCI-32 listing showed the correct classification for the insured as
T20.

ACTION: Revise the acreage report to show the risk classification as T20 for unit
00100 tobacco.

The insured reported two units of soybeans (unit 00101 and unit 00102) on
his/her acreage report. After the ARD, the insured reviewed the Summary of
Coverage that was generated from the soybean acreage report and discovered
that he/she had failed to report unit 00103 soybeans. The insured requests unit
00103 is added. The crop inspection to accept additional acreage (PAR. 74)
reveals that the appraisal for unit 00101 and the appraisal for 00103 exceed 90
percent of the yield upon which the per-acre guarantee for each of these units is
based. However, unit 00102 acreage appraises below 90 percent of the yield
upon which the per-acre guarantee is based.

ACTION: The AIP must deny the request to add unit 00103 (additional acreage)
since unit 00102 is considered to be in a potential loss situation as outlined in
PAR. 74 D and E.

The insured reports 100 planted acres on the acreage report, but only 75 acres
are planted and the insured claims that 25 of the acres were actually prevented
from planting. The insured claims he/she reported the 100 acres because he/she
was planning to plant 100 acres, but then it started raining and the insured was
unable to plant the other 25 acres, as reported.

ACTION: Ifitis prior to the ARD, both the planted and prevented planting acres
can be revised. If it is after the ARD, the acreage report cannot be revised to add
the PP acres. However, the planted acres can be revised downward, if at the
time the revision is requested, no insured cause of loss affecting the planted
acres has occurred, as stated in PAR. 29 B (8) above. Based on the preceding
information: (1) If it is before the ARD, the acreage report can be revised to add
the PP acres and reduce the planted acres, but no MIF will apply to a PP
payment or an indemnity payment; and (2) If it is after the ARD: (a) No PP acres
can be added; and (b) If no loss has occurred, the planted acreage can be
reduced without an MIF applying. However, if a loss has occurred and an
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indemnity payment is processed, the planted acres will be reduced during claim
processing and a MIF will apply to the indemnity payment.

Document Distribution and Unit Numbers to be Retained

Follow the AIP instructions for document distribution and for unit numbers to be retained
when deleting a unit.

SECTION 4 UNREPORTED ACREAGE

UNREPORTED ACREAGE DISCOVERED AFTER ACREAGE REPORT FILED FOR THE
CROP

If the insured timely filed an acreage report for a crop but did not report ALL the acreage for
the crop that could have been insured, and the unreported acreage is discovered prior to
harvest of the crop or prior to when harvest for the crop is general in the county, follow the
procedures below: (When the insured has never filed an acreage report for the crop, refer to
PAR. 21 A, Late-filed Acreage Reports.)

A

AIP’s Responsibilities. Inform the insured of his/her responsibility of reporting ALL
insured and uninsured crop acreage in the county, and that the AIP will handle the
unreported acreage in accordance with the procedure in subparagraph B and C below.

For Acreage that Would be Insured as a Separate Unit

If such acreage AND ALL other reported unit(s) for the crop meet the requirements for
accepting acreage as outlined in PAR. 74, revise the acreage report to add the
unreported unit acreage that could have been insured if it had been reported timely. If
such acreage OR ANY OTHER reported unit(s) for the crop DOES NOT meet the
requirements for accepting acreage, the acreage report will not be revised and the
harvested or appraised production from the unreported unit acreage will be prorated to
all insured units if an indemnity is claimed on any unit (refer to PAR. 127).

Even though there may be damage on other reported units and the unreported unit will
not be added for this reason, APPRAISE the unreported unit acreage (that could have
been insured) if it has not been harvested, and it appears that it will not be harvested.
This appraisal will be used if a claim is filed on any insured unit as outlined in PAR. 127.

For Acreage that Would be Part of an Insured Unit (Under reported Acreage in a
Reported Unit)

If such acreage (INCLUDING the reported acreage for that unit) meets the requirements
for accepting acreage as outlined in PAR. 74, revise the acreage report to add the under
reported acreage to the reported unit. If such acreage (including the reported acreage
for the unit) IS NOT acceptable as outlined in PAR. 74, the guarantee will be computed
on the information reported, but the production from the unreported acreage will count
against the guarantee.

UNREPORTED ACREAGE WHICH MAY BE LATE PLANTED

A

General Information.

Acreage which the insured did not report or designate (even as uninsured acreage), and
which the insured asserts was planted after the final planting date (or late planting date, if
applicable) will be handled as follows:
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Acreage will be Considered INSURABLE (but NOT INSURED) If:

(1) The acreage is insurable under the County Actuarial Documents or by written
agreement; i.e., rates and coverage are available for the acreage itself, or crop
type, class, variety, or practice carried out; and

(2) The adjuster CANNOT verify to his/her satisfaction that such acreage was
planted after:

(a) the final planting date for the crop shown on the Special Provisions for the
applicable county, or

(b) the latest allowable date under the late-planting provisions found in the
applicable crop provisions, if applicable to the crop, and the acreage was
not prevented from planting.

Production to Count. When it is determined that there is unreported insurable acreage
as part of a reported unit structure (i.e., under-reported acreage for a unit), all production
from the insurable/unreported acreage will be counted against the production guarantee
for that unit. (If production is commingled with another unit, the procedures for
commingled production must be applied; refer to PAR. 126.) On the other hand, if the
entire unreported insurable acreage could qualify as a separate unit in the same county,
the production from the unreported unit acreage will be prorated to all other reported
units as outlined in the procedure for unreported units (PAR. 127). If the production from
an unreported unit in one county is commingled with the production from a reported unit
in another county, follow the procedures in PAR. 126. Because this involves two
different counties, PAR. 127 does not apply.

Acreage will be Considered UNINSURABLE If:

(1) The acreage is NOT insurable under the policy provisions, Special Provision
statements, County Actuarial Documents or by written agreement; i.e., acreage is
uninsurable due to the crop being planted after the late planting period (final
planting date if late planting period is not applicable) or rates and coverage are
not available for the acreage itself or the crop practices, type, class, or variety or
practice carried out; or

(2) The adjuster CAN verify to his/her satisfaction that the unreported acreage has
been planted after the:

(a) final planting date for the crop shown on the Special Provisions for the
applicable county, or

(b) latest allowable date under the Late Planting Provisions found in the
applicable crop provisions and the acreage was not prevented from planting
by an insurable cause of loss within the insurance period for prevented
planting.

(3) When it is determined that there is unreported uninsurable acreage, the
production from the unreported uninsurable acreage will NOT be counted against
the production guarantee for the unit or any other unit; provided, the production is
kept separate from the insurable acreage production. If the production from the
uninsurable acreage is commingled with production from insurable acreage, the
procedures for commingled production must be applied.
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SECTION 5 ACTUARIAL DOCUMENTS AND VERIFICATION
34 USAGE

A General Information

The actuarial documents provide the information necessary to establish the protection
available for state and county programs. There are actuarial documents for each
approved county program in each state. The actuarial documents list crops
alphabetically except for nursery, which lists insurable plants (rather than crops)
alphabetically. (The Special Provisions are also considered an actuarial document).

B  Actuarial Documents Information. The actuarial documents are the resource for the
following information on a county and state basis by crop and crop year:

1) Crop price elections.
(2) Insurance program dates for initial and final planting, and acreage reporting.

(3) Guidelines for unit division (division of basic units) for crops with crop policies that
provide for unit division.

(4) Actuarial classification of farm land, or when applicable, actuarial classification
will be by individual.

5) Premium rates for insurance protection.
(6) Types, classes, or varieties and farming practices insured.

(7) Exceptions to insured causes of damage, types, classes, varieties, or farming
practices.

(8) Requirements for levels of coverage.