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Margin Protection Program for Dairy Producers

U USDA risk management program that replaces MILC program.
U Voluntary program, with no supply management of any kind.

U Offers protection against low margins that may come from low
milk prices, high feed prices, or a combination of both.
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U Very simple and hassfece
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MPRDairy: Four Key Concepts

U Actual Dairy Production Margin
U Production History
U Coverage Percentage

U Coverage Levels & Premiums
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Determined based on the difference between

U National aHmilk price

U National average cost of feed used to produce
a hundredweight of milk
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Actual Dairy Production Margin

U Approximates milk revenue ovall feed costs on the farm

U Based on published USDA national data

0 Corn and alfalfa hay reported in NASS Agricultural Prices
U Soybean meal reported in AMS Market News for central IL

Actual Dairy Production Margin =

U.S. AiMIilk Price
-1.0728 x NASS Corn Pricel{d)
-0.00735 x AMS Soybean Meal (Central IL) ($/ton)
- 0.0137 x NASS Alfalfa Hay ($/ton)
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Actual Dairy Production Margin: Historical
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Production History

U Unlike old dairy safety net based on MILC, there are no
categorical limits to size of the farm. You can protect up to 90% c
your production history, which is the highest of your milk
marketings iri2011, 2012, and 2013

U Production history is assigned to the operation, not the individual

U Each year, your production history will
Increase based on national growth in
YAfT]l] @ASEtR LISNI O2¢gd ¢KS GodzyL

U Production history will never be reduced because
herd size changes or changes in national milk production.
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Coverage Percentage

U Each year, producers may choas®/erage percentageof
25% to 90% of their production histgryn 5% increments.

U Covered production history (CPR)production history
multiplied by coverage percentage.
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MPP Coverage Levels and Premiums

T 'I:ier 1 Tier 1 DiSt.:OUHted Tier 2
Level < 4mil Ibs CPH Premium >4 M lbs. CPH
($/cwt) (2014 & 2015) ($/cwt)
$4.00 $0.000 $0.00000 $0.000
$4.50 $0.010 $0.00750 $0.020
$5.00 $0.025 $0.01875 $0.040
$5.50 $0.040 $0.03000 $0.100
$6.00 $0.055 $0.04125 $0.155
$6.50 $0.090 $0.06750 $0.290
$7.00 $0.217 $0.16250 $0.830
$7.50 $0.300 $0.22500 $1.060
$8.00 $0.475 $0.47500 $1.360
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MPP Coverage Levels and Premiums
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MPRDairy Last Day to Register
Registration Opens for 2014 & 2015




MPRDairy Registration & Annual Last Day to Register or
Coverage Election Period Opens Choose Coverage for 2016
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Administrative Fee and Premium Due

Premium fees are due either:
U 100% before end of Registration/Coverage Election Period
OR

U At least 25% of total premium before February 1
U The remaining 75% by June 1.
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MPP Payments: 2012 Example

Coverage Level

Consecutive

Two-Month T\n:\l’-er:aogl‘;th & Indemnities
Periods
January 7.46
February 5.78 6.62 0.00 0.00
March 4.96
April 4.22 4.59 0.00 1.91
May 3.40
June 3.45 3.43 0.57 3.07
July 2.67
August 3.08 2.88 1.12 3.62
September 5.60
October 7.83 6.71 0.00 0.00
November .21
December 7.08 7.64 0.00 0.00
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MPRDairy Payments for $5.50 Coverage
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MPRDairy Payments for $6.50 Coverage Level
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AgStar

A Simple Way to Think about Risk Management with M
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Tier 1 Tier 2
Coverage < 4mil Ibs. >4 M |bs.
Level Covered Prod. Hist. | Covered Prod. Hist.

(S/cwt) (S/cwt)
$4.00 $0.000 $0.000
$4.50 $0.010 $0.020
$5.00 50.025 $0.040
$5.50 $0.040 $0.100
$6.00 $0.055 $0.155
$6.50 $0.090 $0.290
$7.00 $0.217 $0.830
§7.50 $0.300 $1.060
$8.00 $0.475 $1.360
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Net Payments for Farms with Less than 4 ths PH

c°"eLLavgj 2000-2014 2007-2014
$4.00 0.05 0.09 0.42
$4.50 0.07 0.15 0.75
$5.00 0.10 0.21 1.07
$5.50 0.12 0.27 1.38
$6.00 0.16 0.35 1.72
$6.50 0.21 0.45 2.10
$7.00 0.20 0.46 2.39
$7.50 0.25 0.54 2.73
$8.00 0.25 0.55 2.97
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Net Payments for Farms with 60 Mibs PH

c°"‘i':vge"i 2000-2014 2007-2014
$4.00 0.05 0.09 0.42
$4.50 0.06 0.14 0.74
$5.00 0.08 0.19 1.05
$5.50 0.06 0.21 1.32
$6.00 0.06 0.25 1.62
$6.50 0.01 0.25 1.90
$7.00 0.42 0.15 1.78
$7.50 0.51 0.22 1.97
$8.00 0.63 0.33 2.08
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MPRDairy vs MILC
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Signrup for 2008: Information on Sep 30, 2007
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150 Hd: Expected Returns to MHRiIry in 2008

Coverage Fees Expected Net
Level & Premiums Indemnity Revenue
$4.00 0.00 0.00 0.00
$4.50 0.01 0.00 -0.01
$5.00 0.03 0.00 -0.03
$5.50 0.04 0.01 -0.03
$6.00 0.06 0.01 -0.05
$6.50 0.09 0.02 -0.07
$7.00 0.22 0.04 -0.18
$7.50 0.30 0.07 -0.23
$8.00 0.48 0.13 -0.35
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2000 Hd: Expected Returns to MfERury in 2008

Coverage Fees Expected Net
Level & Premiums Indemnity Revenue
$4.00 0.00 0.00 0.00
$4.50 0.02 0.00 -0.02
$5.00 0.04 0.00 -0.04
$5.50 0.10 0.01 -0.09
$6.00 0.15 0.01 -0.14
$6.50 0.27 0.02 -0.25
$7.00 0.78 0.04 -0.74
$7.50 1.00 0.07 -0.93
$8.00 1.29 0.13 -1.16




Signrup for 2009: Information on Sep 30, 2008
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150 Hd: Expected Returns to MERiry in 2009

Coverage Fees Expected Net
Level & Premiums Indemnity Revenue
$4.00 0.00 0.07 0.07
$4.50 0.01 0.10 0.09
$5.00 0.03 0.16 0.14
$5.50 0.04 0.24 0.20
$6.00 0.06 0.36 0.31
$6.50 0.09 0.50 0.41
$7.00 0.22 0.69 0.47
$7.50 0.30 0.92 0.62
$8.00 0.48 1.20 0.73
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2000 Hd: Expected returns to MHPairy in 2009

Coverage Fees Expected Net
Level & Premiums Indemnity Revenue
$4.00 0.00 0.07 0.07
$4.50 0.02 0.10 0.08
$5.00 0.04 0.16 0.12
$5.50 0.10 0.24 0.14
$6.00 0.15 0.36 0.21
$6.50 0.27 0.50 0.23
$7.00 0.78 0.69 -0.09
$7.50 1.00 0.92 -0.08
$8.00 1.29 1.20 -0.09
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MPRDairy Subsidies arempliedin Margin Forecasts

Expected Margins Expected Margins Expected Margins
MuchBelow Near Historical AboveHistorical
Historical Average Average o Average

MPRDairy Premiums are I\/Ioo‘lrestly |\/|PF2"Dairy
Very Highly Subsidized. sybsidized. Premiums are Too
Expensive



MPRDairy DecisiorSupport Tool
http://dairymarkets.org/MPP




