Risk Managementi What is it and
how Is It done???
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RISK Managementi New term
to describe management
practices used by farmers for
years.

A ProductionRisk _ﬁ

A Market Risk By o

A Einancial R LW H13 50 ¢
inancial Risk o LUk B C

A Legal Risk

A Human ResourceRisk




Ways to Handle Risk

AAvoidtheriski don 6t do it
AReduce the risk limit exposure
ATransfer the risk insurance

Algnore the risk Ostrich tactics



Production Risk factors that
Impact quantity and quality
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Solutions for Production Risk

A Irrigation

A Diversification

A Crop insurance

A Maintenance programs
A Preventative programs

A When you have all your eggs in one basket,
Awatch that basket o



Market Risk

A Certainty of market

A Certainty of getting paid for goods

A Variability of market prices

A How much control do you have? )




Solutions to Market Risk

A Market Contracts
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Preagreement on payment date and terms
Price riski lock in prices

Use of options to set floor price
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Financial Risk

RIsk to farm equity Balance Sheet
mpact on profitability

—amily financial security




Solutions to Financial Risk

A Detailed budget
A Limit exposure of net worth
A Insure gross income (AGR)

A Review financial plan with lender
A Others???
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Legal Risk

A Choice of business entity
A Legal agreements
A What are your responsibilities t.
I Public & Employees
A Environmental
I Water quality 7 '.#-

I Pesticides
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Solutions to Legal Risk

A Insurance, insurance, insurance
A Choose right business entity
A Identify potential problems

A Identify employee procedure
A Follow conservation plans

A Be proactivé d o n 6 t
lawsuits




Human Resource RiIsk

A Who will take over the farm?

A What if owner/manager is incapacitated?
A Employee management

A Retain farm employees?

A Training program



Reducing Human Resource Risk

A Farm succession plan

A Disability insurance

A Employee management plan
I Training
I Evaluation and retention



