
Vegetable Example 
This example explains how an insurance premium and a claim payment due to insured perils are 
calculated for a vegetable (dicer processing carrots) producer. 
 
Farm Details 

• Area Insured: 10 acres  
• Average Insurable Yield (AIY): 65,000 lb/acre  
• Coverage Level: 90%  
• Unit Price: $0.06 per lb (contract price) 
• Premium Rate (90% coverage): 10.95% 

 
A) Premium Calculation:  
Step 1: Calculate the Production Guarantee  

65,000 lbs AIY × 90% Coverage Level × 10 acres = 585,000 lbs 
 
Step 2: Calculate Dollar Coverage 

585,000 lbs × $0.06 Unit Price = $35,100 
 
Step 3: Calculate Total Premium 

$35,100 × 10.95% Premium Rate = $3,843.45 
 
Step 4: Calculate the Producer Cost  
Producer pays approximately 40%, Federal government pays 36%, Provincial government pays 24% 

$3,843.45 x 40%= $1,537.38 
  

Total cost to the producer $1,537.38 



Producer AIY           
(lb/ac) Ares Insured Coverage Level 

Production Guarantee 
(lbs)   

A B C (A x B x C)   

65,000 10 90% 585,000   

      

Production Guarantee 
(lbs) Unit Price/ ac Dollar Coverage 2026 Premium Rate Total Premium Producer Premium 

A B (A x B) =C D (C x D) =E (E x 40%) = F 
585,000 $0.06 $35,100 10.95% $3,843.45 $1,537.38 

 

 
B) Claim Example: 
This example shows how a claim is calculated if the producer has a yield deficit due to an insured peril and 
meets claim requirements. 

• Production Guarantee: 585,000 lbs 
• Harvested Yield: 485,000 lbs 

 

Step 1: Calculate Yield Deficit 
585,000 lbs Production Guarantee – 485,000 lbs Harvested Yield= 100,000 lbs Yield Deficit  

 
Step 2: Calculate Claim Payment 

100,000 lbs × $0.06 Unit Price = $6,000 
  

Total claim paid to the producer: $6,000 
 

Production Guarantee 
(lbs) 

Harvested Yield    
(lbs) 

Yield Deficit       
(lbs) Unit Price  Total Claim Payment 

A B (A-B) = C D (C*D) = E 
585,000 485,000 100,000 $0.06 $6,000 

 


