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Federal Crop Insurance Corporation, USDA § 400.302 

§ 400.301 Basis, purpose, and applica-
bility. 

The regulations contained in this 
subpart are issued pursuant to the Fed-
eral Crop Insurance Act, as amended (7 
U.S.C. 1501 et seq.), to prescribe the 
procedures for nonstandard determina-
tions and the assignment of assigned 
yields or premium rates in conform-
ance with the intent of section 508 of 
the Act (7 U.S.C. 1508). These regula-
tions are applicable to all policies of 
insurance insured or reinsured by the 
Corporation under the Act and on those 
policies where the insurance coverage 
or indemnities are based on determina-
tions applicable to the individual in-
sured. These regulations will not be ap-
plicable to any policy where the 
amount of coverage or indemnities are 
based on the experience of the area. 

[62 FR 22876, Apr. 28, 1997] 

§ 400.302 Definitions. 

Act means Federal Crop Insurance 
Act as amended (7 U.S.C. 1501 et seq.). 

Actively engaged in farming means a 
person who, in return for a share of 
profits and losses, makes a contribu-
tion to the production of an insurable 
crop in the form of capital, equipment, 
land, personal labor, or personal man-
agement. 

Actual yield means total harvested 
production of a crop divided by the 
number of acres on which the crop was 
planted. For insured acres, actual yield 
is the total production to count as de-
fined in the insurance policy, divided 
by insured acres. 

Assigned yield means units of crop 
production per acre administratively 
assigned by the Corporation for the 
purpose of determining insurance cov-
erage. 

Corporation means the Federal Crop 
Insurance Corporation. 

Cumulative earned premium rate is the 
total premium earned for all years in 
the base period, divided by the total li-
ability for all years in the base period 
with the result expressed as a percent-
age. 

Cumulative loss ratio means the ratio 
of total indemnities to total earned 
premiums during the base period ex-
pressed as a decimal. 

Earned premium means premium 
earned (both the amount subsidized 
and the amount paid by the producer, 
but excluding any amount of the sub-
sidy attributed to the operating and 
administrative expenses of the insur-
ance provider) for a crop under a policy 
insured or reinsured by the Corpora-
tion. 

Earned premium rate—means premium 
earned divided by liability and ex-
pressed as a percentage. 

Entity—means a person as defined in 
this subpart other than an individual. 

Indemnified loss means a loss applica-
ble for the policy for any year during 
the NCS base period for which the total 
indemnity exceeds the total earned 
premium. If the person has insurance 
for the crop in more than one county 
for any crop year, indemnities and pre-
miums will be accumulated for all 
counties for each crop year to deter-
mine an indemnified loss. 

Insurance experience means earned 
premiums, indemnities paid (but not 
including replant payments), and other 
data for the crop (after applicable ad-
justments), resulting from all of the in-
sured’s crop insurance policies insured 
or reinsured by the Corporation for one 
or more crop years and will include all 
information from all counties in which 
the person was insured. 

Loss ratio—means the ratio of indem-
nity to earned premium expressed as a 
decimal. 

NCS means nonstandard classifica-
tion system. 

NCS base period means the 10 consecu-
tive crop years (as defined in the crop 
policy) ending 2 crop years prior to the 
crop year in which the NCS classifica-
tion becomes effective for all crops, ex-
cept those specified on the Special Pro-
visions. For these excepted crops, the 
NCS base period means the 10 consecu-
tive crop years ending 3 crop years 
prior to the crop year in which the NCS 
classification becomes effective. For 
example: An NCS classification effec-
tive for the 1996 crop year against a 
producer of citrus production in Ari-
zona, California, and Texas, or sugar-
cane would have a NCS base period 
that includes the 1984 through 1993 crop 
years. An NCS classification effective 
for the 1996 crop year against a pro-
ducer of all other crops would have a 
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NCS base period that includes the 1985 
through 1994 crop years. 

Person—means an individual, part-
nership, association, corporation, es-
tate, trust, or other legal entity, and 
whenever applicable, a State or a polit-
ical subdivision, or agency of a state. 

Substantial beneficial interest—means 
an interest of 10 percent or more. In de-
termining whether such an interest 
equals at least 10 percent, all interests 
which are owned directly or indirectly 
through such means as ownership of 
shares in a corporation which owns the 
interest will be taken into consider-
ation. 

[55 FR 32595, Aug. 10, 1990, as amended at 62 
FR 22876, Apr. 28, 1997] 

§ 400.303 Initial selection criteria. 

(a) Nonstandard classification proce-
dures in this subpart initially apply 
when all of the following insurance ex-
perience criteria (including any appli-
cable adjustment in § 400.303(d)) for the 
crop have been met: 

(1) Three (3) or more indemnified 
losses during the NCS base period; 

(2) Cumulative indemnities in the 
NCS base period that exceed cumu-
lative premiums during the same pe-
riod by at least $500; 

(3) The result of dividing the number 
of indemnified losses during the NCS 
base period by the number of years pre-
mium is earned for that period equals 
.30 or greater; and 

(4) Either of the following apply: 
(i) The natural logarithm of the cu-

mulative earned premium rate multi-
plied by the square root of the cumu-
lative loss ratio equals 2.00 or greater; 
or 

(ii) Five (5) or more indemnified 
losses have occurred during the NCS 
base period and the cumulative loss 
ratio equals or exceeds 1.50. 

(b) The minimum standards provided 
in paragraphs (a) (2), (3), and (4) of this 
section may be increased in a specific 
county if that county’s overall insur-
ance experience for the crop is substan-
tially different from the insurance ex-
perience for which the criteria was de-
termined. The increased standard will 
apply until the conditions requiring 
the increase no longer apply. Any 
change in the standards will be con-

tained in the Special Provisions for the 
crop. 

(c) Selection criteria may be applied 
on the basis of insurance experience of 
a person, insured acreage, or the com-
bination of both. 

(1) Insurance experience of a person 
will include: 

(i) Insurance experience of the per-
son; 

(ii) Insurance experience of other in-
sured entitites in which the person had 
substantial beneficial interest if the 
person was actively engaged in farming 
of the insured crop by virtue of the per-
son’s interest in those insured entities; 

(iii) Insurance experience of a spouse 
and minor children if the person is an 
individual and the spouse and minor 
children are considered the same as the 
individual under § 400.306. 

(2) Insurance experience of insured 
acreage includes all insurance experi-
ence during the base period resulting 
from the production of the insured crop 
on the acreage. 

(3) Where insurance experience is 
based on a combination of person and 
insured acreage, the insurance experi-
ence will include the experience of the 
person as defined in paragraph (b) of 
this section (1) only on the specific in-
sured acreage during the base period. 

(d) Insurance experience for the crop 
will be adjusted, by county and crop 
year, to discount the effect of indem-
nities caused by widespread adverse 
growing conditions. Adjustments are 
determined as follows: 

(1) Determine the average yield for 
the county using the annual county 
crop yields for the previous 20 crop 
years, unless such data is not avail-
able; 

(2) Determine the normal variability 
in the average yield for the county, ex-
pressed as the standard deviation; 

(3) Subtract the result of 
§ 400.303(d)(2) from § 400.303(d)(1); 

(4) Divide the annual crop yield for 
the county for each crop year in the 
NCS base period by the result of 
§ 400.303(d)(3), the result of which may 
not exceed 1.0; 

(5) Subtract the result of 
§ 400.303(d)(4) for each crop year from 
1.0; 
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