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RISK MANAGEMENT AGENCY

Purpose Statement

The Risk Management Agency (RMA) was established under provisions of the Federal Agriculture
Improvement and Reform Act of 1996 (1996 Act), P.L. 104-127, approved April 4, 1996. This Act
amended the Department of Agriculture Reorganization Act of 1994, P.L. 103-354, Title II, to require that
the Secretary establish within the Department an independent office responsible for supervision of the
Federal Crop Insurance Corporation (FCIC), administration and oversight of programs authorized under the
Federal Crop Insurance Act (7 U.S.C. 1501 et seq.), including delivery of program services through local
offices of the Department, any pilot or other programs involving revenue insurance, risk management
savings accounts, or the use of the futures market to manage risk and support farm income that may be
established under Federal Crop Insurance Act or other law, and such other programs as the Secretary
considers appropriate. Title I, Subtitle D, Section 142 of the Agricultural Risk Protection Act (ARPA) of
2000, P.L. 106-224, approved June 20, 2000, modifies this, reestablishing the general provision of the
FCIC by a Board of Directors, subject to the general supervision of the Secretary.

Over the past six decades, Federal crop insurance has been the primary product provided by the
FCIC/RMA and consists of many public and private alternatives designed to improve the economic
stability of agriculture. In light of new legislative mandates, significant program growth and the
development of many large and complex new programs have and are expected to transpire. RMA will
strive to provide adequate risk protection for our Nation’s agricultural producers and to address long-
standing concerns about Federal crop insurance through such steps as: increasing subsidies for buy-up
coverage; addressing the problems of multi-year losses; making important financial commitments to crop
insurance expansion; modifying research and development activities (contracting and reimbursements); and
helping prevent abuse of the insurance program while improving aspects of compliance.

RMA continues to evaluate risk management products, review and approve private sector products to be
reinsured by FCIC, and ensure delivery of these products to agricultural producers. Risk management
products can help producers protect themselves from yield risks, market risks, or both. RMA’s legislation
allows the development of new and innovative insurance tools such as revenue insurance, forage,
rangeland, specialty crops, and livestock pilots. Education, outreach, and non-insurance risk management
assistance initiatives and tools further contribute to the producers’ ability to protect their financial stability.
Through the effective use of these tools, agricultural producers will have available a cost-effective means
of managing their risk in order to improve the economic stability of agriculture.

RMA estimates 553 FTEs for fiscal year (FY) 2009 and has staff at the Headquarters office in Washington,
D.C., the National office in Kansas City, MO, 10 Regional Offices (ROs), and six Regional Compliance
Offices (RCOs). As of September 30, 2007, RMA had 488 staff years with 472 permanent full-time
employees on board located throughout the nation as follows: 77 at Headquarters in Washington, D.C.,
166 at the National Office in Kansas City, MO, 152 in ROs, and 77 in RCOs.

Major RMA functional areas include: Program Management/Office of the Administrator (OA): OA
consists of the following: Administrator’s Staff, Civil Right and Community Outreach Staff,

External/Congressional/Public Affairs, Financial Management Staff, and Program Support Staff. Product
Management (PM): PM consists of the following: Deputy Administrator’s staff, Product Analysis and
Accounting Division, Product Administration and Standards Division, and Actuarial and Product Design
Division. Insurance Services Division (ISD): ISD consists of the following: Deputy Administrator’s staff,
Reinsurance Services Division, Risk Management Education Division, Risk Management Services
Division, and 10 ROs located in the following cities: Billings, Montana; Jackson, Mississippi; Oklahoma
City, Oklahoma; Raleigh, North Carolina; Davis, California; St. Paul, Minnesota; Spokane, Washington;
Springfield, Illinois; Topeka, Kansas; and Valdosta, Georgia. Risk Compliance: Compliance consists of
the following: Deputy Administrator’s staff, Insurance Operations Division, Policy, Procedures and
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Evaluation Division, and six regional compliance offices at the following locations: Dallas, Texas;
Indianapolis, Indiana; Kansas City, Missouri; Raleigh, North Carolina; Davis, California; and St. Paul,
Minnesota.

Office of the Inspector General (OIG)/General Accounting Office (GAO) Reports:

The following table provides a list of RMA audits completed during FY 2007.

OIG/GAO AUDITS COMPLETED IN FISCAL YEAR 2007

IDENTIFYING DATE
REPORT TITLE NUMBER ISSUED
FCIC Financial Statements as of September 30, 2005, 05401-15-FM 11/04/06

and 2006: The report presents the auditors’ opinion on the
Risk Management Agency and Federal Crop Insurance
Corporation principal financial statements for the fiscal
years ended September 30, 2005, and 2006.

Adjusted Gross Revenue Program: The purpose of this 05601-04-SF 2/02/07
audit was to (1) become familiar with the pilot program and
to evaluate the adequacy of the Risk Management Agency’s
internal controls and oversight to ensure the actuarial
soundness of the pilot program, (2) determine whether the
pilot program was effectively and efficiently implemented,
and (3) evaluate RMA’s controls to ensure that insurance
providers issued policies and paid indemnities in
accordance with regulation and procedures and that
indemnity payments were proper.

Citrus Indemnity Determinations Made for 2004 05099-27-AT 4/16/07
Hurricane Damages in Florida: The purpose of this audit
was to review the implementation of the emergency loss
procedures for Federal disaster assistance and crop
insurance payments for losses that resulted from Hurricanes
Charley, Francis, and Jeanne.

Zero Acreage Reporting Abuse: The purpose of this audit 50099-51-KC 5/03/07
was to evaluate zero or null acreage data for insured crops
submitted to RMA via reinsured companies where
producers submitted an acreage report for the crops to FSA.

Review of Asian Soybean Rust Claims: The purpose of 05099-113-KC 7/17/07
this audit was to evaluate the adequacy of controls over loss
claims over the filing and processing of loss claims to
ensure loss claims resulting from Asian Soybean Rust are
properly reported.
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OIG/GAO AUDITS IN PROGRESS DURING FISCAL YEAR 2007

IDENTIFYING START
REPORT TITLE NUMBER DATE
Hurricane Indemnity Program — Integrity and 50601-15-AT 6/18/07

Reliability of Data Provided by RMA: The purpose of
this audit is to evaluate the adequacy of RMA’s
management controls over changes in data provided to FSA
for use in its HIP and FSA’s controls to ensure proper
payments and any collection of overpayments resulting
from these changes.

FCIC Financial Statements as of September 30, 2006, 05401-16-FM 5/2/07
and 2007: The audit examines the Risk Management
Agency and Federal Crop Insurance Corporation
principal financial statements for the fiscal years ended
September 30, 2005, and 2006.

Crop Losses and Quality Adjustments for Aflatoxin- 05601-15-TE 2/7/07
Infected Corn: The objective of this audit is to evaluate the
adequacy of management controls over quality adjustments
used in making indemnity payments on CYs 2005 and 2006
aflatoxin-infected corn insurance claims.

Group Risk Crop Insurance: The objective of this audit is 05601-14-TE 3/21/06
to evaluate the adequacy of the management controls over
the group risk and group risk income protection plans to
ensure that they are effectively administered and actuarially
sound.

RMA 2005 Emergency Hurricane Relief Efforts in 05099-28-AT 3/05/06
Florida: The objective of this audit is to evaluate the
adequacy of RMA’s management controls to ensure timely
and proper processing and establishment of loss
determinations and indemnity payments resulting from
Hurricanes Katrina and Wilma in Florida.

Audit of ARPA Related Contracts and Partnership 05099-112-KC 2/23/06
Activities: The objectives of this audit are to determine if
(1) RMA properly administered, controlled, and monitored
ARPA related contracts and agreements to ensure ARPA
provisions were effectively and efficiently implemented; (2)
contracts and agreements awarded met intent of ARPA; (3)
RMA used ARPA contract and agreement deliverables to
improve crop insurance program; and (4) contracts and
agreements were awarded in accordance with applicable
laws, regulations, policies and procedures.

Monitoring the Financial Condition of RMA’s 05099-111-KC 11/09/05
Reinsured Companies: The objective of this audit is to
assess the adequacy and effectiveness of RMA’s policies
and procedures to monitor the financial conditions of
reinsured companies.

RMA Compliance Activities: The objective of this audit is 05601-11-AT 10/31/05
to determine if compliance activities are adequate to
improve program compliance and integrity, and to detect
and reduce fraud, waste, and abuse.




22-4

Review of Fund Designations by Reinsured Companies:
The objectives of this audit are to evaluate the management
controls over the process of designating policies to funds
and test controls to detect switching of policies between
funds by reinsured companies.

05601-9-AT

9/23/04




RISK MANAGEMENT AGENCY
FEDERAL CROP INSURANCE CORPORATION FUND

Available Funds and Staff Years
FY 2007 Actual and Estimated FY 2008 and FY 2009

: 2007 2008 2009
Item : Actual Estimated Estimated
: : Staff : Staff . Staff
Amount Years Amount Years Amount Years
Administrative & Operating (A&Q) Expenses :
A&O Expense ApPropriation.............ccccceoeveceicuernnnn. . $76,657,520 : 488 $76,658,000 : 553 $77,177,000 : 553
Rescission 1/. : 0 0 -537,000 1/ 0 0 0
Transfer to WCF..... -400,000 0 0 0 0 0
Transfer to DA Office of Ethics 0 0 -73,000 2 0 0 0
Unobligated Balance.......... : -813,701 0 : 0 : 0 : 0 : 0
Total, A&O EXPENSES.........cooovmmirrriniiiiiiiiicnieiennans R 75,443,819 488 76,048,000 : 553 77,177,000 : 553
Federal Crop Insurance Corporation (FCIC) Fund : :

Premium Subsidy. $2,727,720,000 : 0 :  $3,846,559,000 : 0 :  $4,100,446,000 : 0
Delivery Expenses.. 1,110,750,000 : 0 : 1,479,566,000 : 0 : 1,471,876,000 0
ARPA Costs.... : 74,500,000 : 0 : 74,500,000 : 0 : 74,500,000 : 0
Transfer to CSREES..........c.oooiiiiiiiii s o -5,000,000 0 -5,000,000 0 -5,000,000 0
Treasury Transfer for Excess Losses : 466,286,000 : 0 : -1,250,534,000 : 0 : 936,123,000 : 0
Total, FCIC Fund ...... 4,374,256,000 : 0 : 4,145,091,000 : 0 : 6,577,945,000 : 0
Total, Risk Management AZENCY..............ccooeuvvcrninnnnne : 4,449.699,819 : 488 4,221,139,000 : 553 6,655,122,000 : 553

1/ The amount in FY 2008 was rescinded pursuant to P.L. 110-161.

2/ Beginning in 2008, the Department will transfer and consolidate all Ethics activities under the Office of Ethics in Departmental Administration (DA).

On a comparable basis the full annual cost of the activity is $73,000 for 2009.
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RISK MANAGEMENT AGENCY

Permanent Positions by Grade and Staff Year Summary
2007 Actual and Estimated 2008 and 2009

: 2007 Do 2008 - 2009

Grade : Wash. DC : Field : Total : : Wash. DC : Field : Total : : Wash.DC : Field : Total
ES Grade 3 1 4 4 1 5 4 1 5
GS-16 : 0. 2 2 0 : 2 2 0 : 2 2
GS-15 : 9 : 6 : 15 @ 12 7 19 : : 12 7 19
GS-14 : 12 33 45 : 15 34 49 : 15 : 34 49
GS-13 : 26 : 137 : 163 : : 37 148 185 : : 37 148 185
GS-12 : 14 : 141 : 155 : 10 : 156 : 166 : : 10 : 156 : 166
GS-11 : 2 16 : 18 : : 5 20 : 25 ¢ 5 20 : 25
GS-10 1 0 1 1 0 1 1 0 1
GS-9 4 19 : 23 5 20 : 25 5 20 : 25
GS-8 3 6 : 9 : 4 6 : 10 : 4 6 : 10
GS-7 4 25 29 : 6 : 28 : 34 6 : 28 34
GS-6 3 13 16 : 4 19 : 23 4 19 23
GS-5 1: 4 5 2 4 6 : 2 4 6
GS-4 : 0 : 3 3 0 : 3: 3: 0 : 3 3
Ungraded Positions............... : 0 : 0 : 0 : 0 : 0 : 0 : 0 : 0 0

Total Permanent : : : Do : : Do : :
POSItiONS. ....cooveveeeererieinnns : 82 406 : 488 : 105 448 553 @ 105 : 448 553

Unfilled Positions : : : Do : : Do : :
end-of-year............cccoevnen. : 5 11 : 16 : 0 : 0 : 0 : : 0 : 0 : 0

Total, Permanent Full-time : : Do : : R : :
Employment, end-of-year.. : 77 . 395 : 472 : : 105 : 448 553 @ 105 @ 448 553

Staff Year Estimate............... : 82 406 488 : 105 448 553 & 105 448 553
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RISK MANAGEMENT AGENCY

SIZE, COMPOSITION AND COST OF MOTOR VEHICLE FLEET

The 2009 Budget Estimates propose no changes in passenger motor vehicles.

All the vehicles are leased from the General Services Administration (GSA). These vehicles are assigned
in the RMA field structure of the Regional and Compliance Field Offices. Each Regional and Compliance
office is assigned a geographical area within the United States to perform monitoring and oversight of the
crop insurance program. These vehicles are used to perform site visits of crops and/or inspections of crop
losses. Also, they are used to attend conferences. Since these vehicles are leased from GSA, RMA relies
upon GSA to supply the Agency with alternative-fueled vehicles as required by law.

In fiscal years (FY) 2006 and 2007, RMA had six vehicle which consisted of one sedan; three light trucks,
and two medium trucks. The annual operating cost for FY 2006 was $41,349. In FY 2007, the annual
operating cost was $42,589. During FY 2007, one sedan, one light truck, and two medium trucks were
replaced. All vehicle replaced had an average mileage of 35,000. At the end of FY 2007, one light truck
was retired. RMA currently has a total of five vehicles. There is no request for changes to the number of
motor vehicles at this time. The estimated annual operating cost for FY 2008 is $38,615. In FY 2009, the
estimated annual cost is $39,773. Replacement of one light truck is planned in FY 2008. These five
vehicles are located in three field locations and are used for monitoring and oversight of the crop insurance
program.

There are no identified impediments to managing the motor vehicle fleet in the most cost-effective manner.



Size, Composition, and Annual Cost
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(in thousands of dollars)

Number of Vehicles by Type*
Annual
Fiscal Year Sedans Medium | Ambulances Buses Heavy Total Operating
and Light Trucks, Duty Duty Number Cost
Station SUVs and Vans | Vehicles Vehicles of (% in thous)
Wagons Vehicles xR
4X2 4X4
FY 2006 1 0 3 2 0 0 6 $41
Change
from 2006 0 0 0 0 0 0 0 +2
FY 2007 1 0 3 2 0 0 6 $43
Change
from
2007** 0 0 -1 0 0 0 -1 -4
FY 2008 1 0 2 2 0 0 5 $39
Change
from 2008 0 0 0 0 0 0 0 +1
FY 2009 1 0 2 2 0 0 5 $40
NOTES:

*

All of the vehicles listed are leased from the General Services Administration (GSA). These vehicles are
assigned in the RMA field structure of the Regional and Compliance Field Offices. Each Regional and
Compliance office is assigned a geographical area within the United States to perform monitoring and
oversight of the crop insurance program. These vehicles are used to perform site visits of crops and/or
inspections of crop losses. Also, they are used to attend conferences and meetings related to crop insurance
issues. Since these vehicles are leased from GSA, RMA relies upon GSA to supply the Agency with
alternative-fueled vehicles as required by law.

**  One 4X4 light truck retired at the end of 2007.
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RISK MANAGEMENT AGENCY

The estimates include appropriation language for this item as follows:

Administrative and Operating Expenses:

For administrative and operating expenses, as authorized by section 226A of the Department of Agriculture
Reorganization Act of 1994 (7 U.S.C. 6933), [$76,658,000] $77.177.000: Provided, That [not more than
$11,166,000] the funds made available under section 522(e) of the Federal Crop Insurance Act (7 U.S.C.
1522(e)) may be used for [program compliance and integrity purposes, including] the data mining project,
[and for] the Common Information Management System, and the development, modernization, and
enhancement of the information technology systems used to manage and deliver the crop insurance
program: Provided further, That not to exceed $1,000 shall be available for official reception and
representation expenses, as authorized by 7 U.S.C. 1506(i).
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RISK MANAGEMENT AGENCY
Lead-Off Tabular Statement

ADMINISTRATIVE AND OPERATING EXPENSES

ADPTOPHAHIONS ACE, 2008......o.ovuiiiiiiiieitei et bas b8R8 s $ 76,658,000
Budget Estimate, 2009 eeettueei et e tae bR AR R AR Rt e e b et n e b et n s naen 77,177,000
Increase in AppPropriation...........c.ceceecueececreecuerseennees OSSO OO PO O OO + 519,000
Adjustments in 2008:
ApDropriations Act, 2008.... ... .......eiit it et ittt s et s e e s e e s s s e e e e 970,658,000
Rescission under P.L. 110-161 a/ .... -537,000
Activities transferred to Departmental Administration (DA) Office 0f Ethics b/ ..o -73,000
Adjusted Base fOT 2008............oouiiiiiicicie ittt $76,048,000
Budget Estimate, 2009 77,177,000
Increase over adjusted 2008............c.uuuevuumemurumirimemisimssssisesis et bR 1,129,000
a/ The amount is rescinded pursuant to Division A of Title VII, Section 752 of P.L. 110-161.
b/ Beginning with 2008, the Department will transfer and consolidate all Ethics activities under the Office of Ethics in DA.
On a comparable basis the full annual cost of the activity is $73,000 for 2009.
SUMMARY OF INCREASES AND DECREASES
(On basis of adjusted appropriation)
2008 Pay Program 2009
Item of Change Estimated Costs Changes Estimated
Administrative and Operating Expenses, Available............cccoovoeviirrinciiinninniccen s $76,048,000 $1,129,000 $0 $77,177,000
Total Available 76,048,000 - 1,129,000 . 0 77,177,000
Project Statement
(On basis of adjusted appropriation)
: : Increase :
2007 : 2008 : or : 2009
Actual : Estimated : Decrease : Estimated
: staff : Staff = H s Staff
Amount : Years : Amount : Years : 3 Amount : Years
1. Administrative and Operating EXpenseS....... $75,443,819 : 488 : $76,048,000 : 553 : +$1,129,000 : $77,177,000 : 553
2. Unobligated Balance . 813,701 : 0 : 0 : 0 : 0 : 0: 0
Total Available OF EStiMatemmmmmmmmmmmme 76,257,520 : 488 : 76,048,000 : 553 : 1,129,000 (1) : 77,177,000 : 553
Rescission 0 — 537,000 : ---
Transfer to WCF. 400,000 : -— 3 0: ---
Transfer to DA Office Of EthiCS.mss | 0 : -—= : 73,000 : ---

Total, Appropriation 76,657,520 : : 76,658,000 :
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Justification of Increases and Decreases

An increase of $1,129.000 for pay costs.

Funding for pay costs is necessary to maintain appropriate staffing to carry out the RMA mission and
mandated requirements. This funding is a critical component of our ability to provide support for a
significantly growing program. RMA personnel are involved in reviews of new insurance products and
feasibility studies pertaining to the development of new products. All new programs must be reviewed
before being submitted to the Federal Crop Insurance Corporation Board of Directors for approval. In
addition, staffs are working with public and private partners to provide educational tools to the nation’s
producers. This includes programs targeted to the small and limited resource farmers by offering risk
management training and educational workshops to meet the goal of increasing the effectiveness of risk
management tools.

Reduced funding for salaries negatively impacts the following objectives of RMA Strategic Plan: Objective
1.1, to improve the economic stability of the agricultural producer by increasing the availability and
effectiveness of risk management solutions; Objective 2.1, to improve and protect the soundness, safety,
efficiency and effectiveness of the risk management delivery system; Objective 3.1 to ensure that customers
and stakeholder have knowledge and awareness of risk management tools and products to help strengthen
the economic viability of farm and ranch production systems; Objective 4.1, to ensure effective oversight of
the crop insurance industry and enhance deterrence and prosecution of fraud, waste, and abuse; and
Objective 5.1, to fulfill its commitment to provide a sound and effective risk management program by
developing, acquiring, and aligning activities, resources, and skills to efficiently achieve vision, mission,
and strategic objectives. For example, our Risk Compliance staffs are charged with ensuring that funds
expended by RMA for the development, administration, operation, and delivery of risk management
programs are spent in accordance with laws, rules, regulations and policies to achieve the intended purpose.
This involves performing reviews of RMA programs and activities; reviewing and evaluating internal and
management control systems; working with external audit and investigating agencies; and reviewing
activities of reinsured companies and others involved in the delivery of RMA programs.
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RISK MANAGEMENT AGENCY
ADMINISTRATIVE AND OPERATING EXPENSES

GEOGRAPHIC BREAKDOWN OF OBLIGATIONS AND STAFF YEARS
2007 Actual and Estimated 2008 and 2009

2007 2008 2009
Staff Staff Staff
Amount Years Amount Years Amount Years
California...........cooooveveeeeiiicnns $2,819,709 31 $2,842,290 32 $2,884,487 32
District of Columbia.................. 13,277,297 82 13,383,626 105 13,582,318 105
GEOTZIA. ... 1,597,770 16 1,610,566 16 1,634,476 16
THENOIS. ... 1,641,076 15 1,654,218 15 1,678,777 15
Indiana..........ccocovevevenvecciciniiins 953,921 12 961,560 12 975,836 12
Kansas..........coooeevvereeerniinenns 1,343,844 14 1,354,606 14 1,374,716 14
MINNESOLA. .......oooverereeereiiinn 3,267,577 37 3,293,745 37 3,342,643 37
MISSISSIPPI. v 1,388,469 16 1,399,588 16 1,420,366 16
MISSOUTT....cooveeieiereeeerercieenas 39,759,851 168 40,078,262 206 40,673,259 206
MONLANA. .......ooovievieieeeeeieiinenne 1,560,043 16 1,572,536 16 1,595,882 16
North Carolina.............ccccoevevnne 3,198,601 34 3,224,217 34 3,272,083 34
OKIahoma............ccccevvreineinncns 1,454,750 17 1,466,400 17 1,488,170 17
TEXAS....ooeeeveieeireeeiereeireieeeieiens 1,484,450 15 1,496,338 17 1,518,552 17
Washington..........cccccovevviennn. 1,696,461 15 1,710,047 16 1,735,434 16
Subtotal, Available or Estimate. 75,443,819 488 76,048,000 553 77,177,000 553
Unobligated balance.................. 813,701 0 0 0 0 0
Total, Available or Estimate...... 76,257,520 488 76,048,000 553 77,177,000 553
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Classification by Objects

2007 Actual and Estimated 2008 and 2009

ADMINISTRATIVE & OPERATING EXPENSES:

Personnel Compensation:

Washington, D.C. ...
FIEId. ..ot
11 Total Personnel Compensation.........................
12 Personnel Benefits...............cocccevviinnnconccnne
13 Benefits for Former Personnel............................
Total Pers. Comp. and Benefits...............cccoeene
Other Objects:
21 TTAVEL e
22 Transportation of Things...........ccccoecviinninnnn.
232 Rental Payments - Other...
233 Communications, Utilities, misc. charges...........
24 Printing and Reproduction.............cccccccceccernenaee
25 Other SETVICeS.........ceuruiiiirieieiieee i
25.1 Advisory and Assistance Services......................
252 Personnel Related Services.......
253 Repair/Maintenance of facilities/Equip..............
255 AGIEEMENLS. ...
26 Supplies and Materials.............cccocoreervnroiccees
31 EQUIPMENL........oviiiiiiiiee e
42 Litigation Fees/Settlement-EEO.................
43 INEETESE.....cviiiiciiieec e
Total Other ObjJects..........cccovvreiiiriiriieiieae
Total Direct A&O Obligations.............ccccccoovoeiviiiiiinnnn

Position Data:
Average Salary, ES Positions.............cccccoovvnniinicnnne.
Average Salary, GS Positions.............cccccoevinienicinicnnns

Average Grade, GS Positions

FCIC FUND:

25

42

Delivery EXpenses............c.occocovvnciinccncnnne
ARPA COSES....coviniieiciiieee e
Indemnities..............cooooveveviiiieeereecee

Total Direct FCIC Fund Obligations...............ccccccovvnrinns

TOTAL DIRECT OBLIGATIONS..........ccoooooviiiiniiiics

2007 2008 009
$8,073,151 $8.,315,346 $8,491,346
32,292,604 33,261,382 33,966,382
40,365,755 41,576,728 42,457,728
10,007,109 10,326,234 10,574,234

18,361 0 0
50,391,225 51,902,962 53,031,962
1,640,540 1,650,000 1,650,000
132,584 133,000 133,000
483,435 485,000 485,000
897,809 900,000 900,000
125,623 126,000 126,000
17,466,683 16,737,038 16,737,038
1,131,990 1,133,000 1,133,000
209,558 210,000 210,000
130,920 131,000 131,000
2,000,000 2,000,000 2,000,000
283,498 284,000 284,000
355,340 356,000 356,000
192,827 0 0

1,787 0 0
25,052,594 24,145,038 24,145,038
75,443,819 76,048,000 77,177,000

$154,600 $156,919 $159,273
$77.897 $79,065 $80,251

12.6 12.6 12.6

1,110,750,000 1,479,566,000 1,471,876,000

74,500,000 74,500,000 74,500,000
3,368,787,000 5,529,758,000 7,279,820,000
4,554,037,000 7,083,824,000 8,826,196,000
4,629.480.819 7,159.872.000 8,903,373.,000
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RISK MANAGEMENT AGENCY
ADMINISTRATIVE AND OPERATING EXPENSES

STATUS OF PROGRAM

Current Activities: The Federal Crop Insurance Corporation (FCIC) Board of Directors (Board) is composed of
ten members, including agricultural producers, insurance and reinsurance experts, and senior USDA officials. This
Board, either directly or through delegations to the Manager of the FCIC and Risk Management Agency (RMA),
manages FCIC and the Federal Crop Insurance Fund. The Board receives, reviews, and approves policies and plans
of insurance and other related materials for reinsurance, risk subsidy, and administrative and operating subsidy. The
Board is authorized to reimburse outside entities for research, development, and maintenance costs. This is to
provide an incentive for the development of new and innovative risk management products, to directly contract for
the research and development of such products, and to fund crop insurance education programs. During FY 2007,
the FCIC Board considered 28 action items during eight board meetings. The action items included 9 expert
reviews, 9 program revisions and modifications, 5 new program submissions, and 5 corporate administrative items.

Office of the Administrator (OA) — Headquarters includes all management and administrative support functions of
the RMA. This includes coordinating FCIC Board Meetings, providing coordination of administrative support
services to all locations of RMA through human resources, training, procurement, and other services. OA is
responsible for developing agency strategic plans, performance plans and reports as required by the Government
Performance and Results Act; formulating, recommending and administering RMA policies and procedures
concerning acquisition activities including contracting, and cooperative agreements; and developing Information
Resource ‘Management plans and policies as required by the Information Technology Management Reform Act of
1996 (ITMRA) and other legislation.

OA directs the establishment of RMA plans and policies relative to obtaining public participation in the rule-making
process, with coordination of regulatory review requirements. Coordinating and publishing regulations; formulating
RMA public information policies and programs within the framework of USDA’s public affairs policy; directing
public information activities through news releases, audiovisual products, articles, and speeches; answering
correspondence; and producing public information on RMA activities and initiatives. OA provides policy-making
recommendations that impact the often conflicting needs of agricultural producers, the crop insurance industry,
insurance agents, and the FCIC. OA advises the Congress regarding Administration policy positions and matters
relating to constituent service issues; and serves as the focal point for all financial management activities with overall
responsibility for planning, organizing, and directing RMA fiscal functions including budget, accounting, financial
reporting and other related functions. OA formulates, recommends, administers and evaluates the Civil Rights and
Equal Employment Opportunity programs of RMA. There are currently four staff offices under the Office of the
Administrator: Program Support, External Affairs, Civil Rights and Community Outreach, and Financial
Management.

Product Management’s (PM’s) primary function is to operate the crop insurance program. Key functions include
policy administration, establishment of underwriting and loss adjustment criteria, calculation, and maintenance of
premium rates, and determination of price election. In addition, PM enters into contracts for research, development,
pilot testing, and evaluation of new crop insurance programs. PM also contracts for plans of insurance and risk
management strategies, especially for specialty crops and underserved commodities in underserved states and areas.
PM enters into partnerships for developing non-insurance risk management tools to help growers mitigate various
risks inherent to farming and raising livestock; evaluates and makes recommendations for improvement of existing
risk management programs; and coordinates support for specialty crop programs. PM issued 13 contracts and
partnership agreements furthering program goals for expansion of new crop insurance programs and risk
management strategies and continued to improve existing programs. Examples include 8 research and development
partnership agreements and a number of other existing program research, development, and evaluation projects to
expand and improve the risk management opportunities for American producers. These partnership projects are
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located on RMA’s website at http://www.rma.usda.gov. In addition, the PM function includes accounting for
RMA’s program operation, financial analysis, and operations reviews of the insurance delivery system. PM is
responsible for developing federal regulations and establishing the crop insurance policies, premium rates, coverage
provisions, transitional yield factors, and other appropriate insurance data for approximately 52,750 county-crop
programs nationwide. PM establishes reporting and validating business and implementation requirements for
automated systems that receive and validate crop insurance sales, loss and acreage data from reinsured companies
and other sources. PM uses the data for analysis, determination of rates, calculation, and payment of expense
reimbursements and underwriting payments to reinsured companies, payment of claims, summaries of business and
various other purposes. PM coordinates RMA’s review of products submitted under Section 508(h) of the Federal
Crop Insurance Act and assures RMA’s compliance with the Paperwork Reduction Act of 1995.

Insurance Services Division (ISD) oversees program delivery through reinsurance, underwriting and loss adjustment
activities, and risk management education. Within ISD, Reinsurance Services Division (RSD) develops and
administers reinsurance agreements with private insurance providers. Risk Management Services Division (RMSD)
and ten Regional Offices (ROs) coordinate underwriting and loss adjustment activities, including appeals, and
provide substantial contributions to program development, outreach, and education. Risk Management Education
(RME) administers risk management education activities, primarily competitively selected partnership agreements.
ISD also manages the internal control reviews of Insurance Services’ Regional Office business processes.

RSD oversees the administration of the Standard Reinsurance Agreement (SRA), the contract between the private
insurance providers and RMA. RMA approves insurance providers on an annual basis by reviewing their financial
capacity and annual plans of operation. RSD works closely with product analysis and accounting division (PAAD)
in conducting financial, accounting, or other reviews. In addition, RSD actively works with the National Association
of Insurance Commissioners (NAIC) and other regulatory entities to maintain the soundness of the Federal crop
insurance program.

RMSD provides guidance directly and through ROs on emerging issues involving claims and underwriting and along
with the ROs represents RMA on program issues relating to underwriting and claims, including National Appeals
Division and Mediation cases. RMSD coordinates requests for Final Agency Determinations under 7 CFR Part 400
Subpart X, and is responsible for guidance to the ROs in managing requests for good farming practice determinations
and participation in reviews of large claims equal to or exceeding $500,000. RMSD responds to all briefing requests
received from the Office of the Secretary, OMB, and Congress. RMSD provides National insured crop program
damage assessments and coordinates development of disaster report data received from regional offices. RMSD
coordinates RO recommendations for crop expansion of regulatory programs and Special Provisions of Insurance
Statements and program changes if indicated. RMSD also supports the internal control reviews of Insurance
Services’ Regional Office business processes. RMSD conducts administrative reviews of RO large claim
determinations and reconsideration of RO good farming practice determinations.

The ROs also provide field-underwriting services and support PM by reviewing rates and providing assistance with
contracting, implementing, and assessing new products and programs. The ROs provide program information to
producers, farm organizations, insurance providers, elected officials, and other interested parties. RSMD
complements field activities by ensuring consistent application of actuarially sound insurance principles in field-level
underwriting tasks and monitoring a uniform system of loss adjustment on a national basis.

RME staff works with public and private partners to train farmers and ranchers in using risk management tools and
strategies. RME supports ISD’s mission of delivering Federal crop insurance, through providing farmers with
information and educational opportunities to learn more about risk, the tools available to manage risk, and the
process of making sound risk management decisions.

During fiscal year 2007, ISD designed and began implementation of a system of standard operating procedures in
full compliance with OMB directives A-123 regarding managerial controls and A-11 regarding performance
planning and reporting. This process includes clarifying roles and responsibilities across the divisions, as well as
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reviewing written procedures specifically for managerial controls sufficiency. As a result of these improvements to
management capacity, ISD can more accurately and efficiently identify priority resource needs and uses and respond
to rapidly changing workload demands. ISD managers have improved capacity to balance the program development
challenges dictated by the Strategic Plan with program delivery challenges which are dictated by same vagaries of
nature that drive the need for agricultural risk management services.

The Civil Rights and Community Outreach (CR&CO) office also works with public and private partners to train
farmers and ranchers. The CR&CO staff formulates, recommends, administers, evaluates and implements the Civil
Rights and Equal Employment Opportunity (EEO) and Community Outreach partnership programs of RMA.
CR&CO advises the Administrator and other management officials on the development and implementation of plans,
policies, and procedures and develops and administers civil rights impact analyses to ensure programs are
implemented in a nondiscriminatory manner. Major initiatives the staff is responsible for are (1) providing civil
rights training to all employees, reinsured companies, outreach and risk management education partners; (2)
developing and implementing USDA/RMA's policies and procedures to address program and employment
complaints in a timely and more cost effective manner; (3) monitoring and providing substantial involvement for
partnership agreements with universities, community based organizations, Hispanic Serving Institution (HSIs),
Federal and State organizations; and (4) developing and implementing a civil rights compliance program for
program delivery.

Compliance is responsible for ensuring that funds expended by RMA for operation and delivery of risk management
programs are spent in accordance with laws, rules, regulations, policies, procedures, and instructions to achieve the
intended purpose. Compliance performs this mission by conducting reviews of RMA programs and activities;
maintaining liaison with external audit and investigative agencies; and reviewing the activities of reinsured
companies and others involved in the delivery of RMA programs. Compliance also performs special request reviews
based on Office of Inspector General Hotline complaints, external audits and investigations, complaints and other
sources to gather evidence to support allegations of non-compliance with laws, regulations, or agreements.
Compliance works closely with the Farm Service Agency (FSA) field offices in the detection and monitoring of
suspected waste, fraud, and abuse by using data mining to target anomalous insurance payments to producers.

Selected Examples of Recent Progress:

Common Crop Insurance Regulations, Basic Provisions; and Various Crop Insurance Provisions (Combo) —
FCIC published a Proposed Rule in the Federal Register to amend the Common Crop Insurance Regulations, Basic

Provisions, Small Grains Crop Insurance Provisions, Cotton Crop Insurance Provisions, Coarse Grains Crop
Insurance Provisions, Malting Barley Crop Insurance Provisions, Rice Crop Insurance Provisions, and Canola and
Rapeseed Crop Insurance Provisions to provide both revenue protection and yield protection. FCIC also proposed to
amend the Common Crop Insurance Regulations, Basic Provisions to incorporate changes resulting from input and
recommendations by the prevented planting work group. The amended provisions will replace the Crop Revenue
Coverage (CRC), Income Protection (IP), Indexed Income Protection (IIP), and the Revenue Assurance (RA) plans
of insurance.

The intended effect of this action is to offer producers a choice of revenue protection (protection against loss of
revenue caused by low prices, low yields, or a combination of both) or yield protection (protection for production
losses only) within one Basic Provisions and the applicable Crop Provisions. This is to reduce the amount of
information producers must read to determine the best risk management tool for their operation and to improve the
prevented planting and other provisions to better meet the needs of insured producers. This combined policy is
expected to cover nearly $57 billion of the nearly $67.3 billion of FCIC’s total liability and 94 percent
(approximately one million policies) of all policies earning premium. The changes are targeted to apply for the 2010
and succeeding crop years for all crops with a contract change date on or after the effective date of the Final Rule.
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Pasture, Rangeland. and Forage Pilot Programs — The Risk Management Agency (RMA) now offers two new
pilot Group Risk Protection risk management programs for pasture, rangeland, and forage (PRF). These innovative
pilot programs are based on vegetation greenness and rainfall indices and were developed to provide livestock
producers the ability to purchase insurance protection for losses of forage produced for grazing or harvested for hay.
These programs were developed to become a risk management tool for the 588 million acres of U.S. pastureland and
the 61.5 million acres of hayland. Beginning with the 2007 crop year, the pilot programs were available for testing
in selected States with 9,713 policies sold covering more than 28.5 million acres.

Group Risk Income Protection (GRIP) - GRIP makes indemnity payments only when the average county revenue
for the insured crop falls below the revenue chosen by the farmer. GRIP offers producers a guarantee against decline
in county revenue, which is based on the applicable Board of Trade futures prices for corn, grain sorghum, soybeans
and wheat; the New York Cotton Exchange futures prices for cotton; and National Agricultural Statistics Service
(NASS) county yields as adjusted by the FCIC. The GRIP policy provides coverage on an enterprise unit basis. The
amount of any loss will be finalized when the final county yields and harvest price are known in the spring following
the crop year. The GRIP policy contains no replant, late, or prevented planting provisions. In an effort to combine
redundant policies, the GRP, GRIP, and GRIP-HRO (Harvest Revenue Option) policies are proposed to be
combined into a simplified policy for the 2010 crop year.

Livestock Risk Protection (LRP) — LRP insures against a decline in price for cattle and swine. LRP is owned by a
private company and was first introduced for swine with sales beginning on July 8, 2002, for all counties in Iowa.
LRP expanded to cover Feeder Cattle and Fed Cattle with sales beginning on June 9, 2003. LRP now insures Swine,
Feeder Cattle, and Fed Cattle in Colorado, Indiana, Illinois, Iowa, Kansas, Michigan, Minnesota, Missouri, Montana,
Nebraska, Nevada, North Dakota, Oklahoma, Ohio, South Dakota, Texas, Utah, West Virginia, Wisconsin, and
Wyoming. LRP sales for the 2007 crop year totaled 4,564 policies with 148,309 head of live<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>