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APPENDIX  



Example 

MPP-Dairy 

Assume a dairy producer enrolls in the Margin Protection Program for Dairy for the 2015 year.  In doing so, the 
producer establishes his production history and chooses both a percentage coverage and coverage level 
threshold. The information for the producer’s operation is: 

Production History (in pounds) 3,000,000 
Production History (in cwts) 30,000 
Percentage Coverage Chosen 80% 
Coverage Level Threshold Chosen $6.00 

 

For the two-month period of January and February, the FSA announces that the actual production margin was 
$5.25 per cwt.  

Given this information, the premium cost and the payment for the MPP-Dairy program would be: 

 

The producer would incur a total cost of participating in the MPP-Dairy of $1,084.  This would include the $100 
administrative fee and a premium cost of $984. Since the producer’s covered production history is 2.4 million 
pounds (3 million pounds * 80% = 2.4 million) is below 4 million pounds, the relevant premium rate for the 
producer would be Tier I for the 2015 year.  The Tier I premium rate for 2015 at a coverage level threshold of 
$6.00 per cwt. is 0.041.   

Since the actual production margin was $0.75 per cwt. below the coverage level threshold ($6.00 - $5.25 = 
$0.75) for the January-February period, the producer would receive a MPP-Dairy payment of $3,000 for that 
two month period.  So, in the first period of 2015, the producer would receive a payment that was over and 
above the producer’s costs of participating in the program.  If the actual production margin stayed below the 
coverage level threshold in subsequent periods, then the producer would be eligible additional payments.    

\ 

 

MPP‐Dairy 
Cost
   Administrative Fee $100.00

  Premium Cost (Percentage Coverage * Production History in Cwts * Premium Rate) $984.00

Total Cost $1,084.00

Payment for January‐February Period
   Payment (Coverage Level Threshold ‐ Actual Production Margin)*Coverage Percentage * (Production History / 6) $3,000.00


