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A Banker’s Thoughts on Crop Insurance 
by Mark Leonard 

Being a banker for many years has given me 
the opportunity to observe many different 
management styles and decisions in produc-
tion agriculture.  One of the fundamental 
thoughts in business management is that you 
can’t make money with insurance coverage 
since the insured peril is not something you 
ever want to experience.  As a result, I and 
many others, have typically looked at ways to 
insure against a catastrophic loss, but just 
take the lumps on smaller losses as a way to 
reduce premium costs.   

However, when talking about crop insurance 
coverage, I have observed over the course of 
the years and with observation of many bank 
customers, higher coverage levels have been 
rewarded very well.  In western Iowa, we 
really never seem to have a total loss of crop 
and so low levels of coverage essentially nev-
er pay out, but the premiums always have to 
be paid.  Higher levels of coverage such as 80
-85% that include price as well as yield cover-
age generally have some pay out almost eve-
ry year since it seems that some combination 
of either price declines during the growing 
season or yield reduction (or both) happen 
almost every year.  As a result the higher 
coverage levels almost always have some 

indemnity owed to the insured.  The net re-
sult is that lower levels of coverage basically 
never pay out and 85% revenue coverage 
nearly always pays enough to make the net 
cost of insurance actually lower than the 
lower coverage levels.   

A primary reason this happens in crop insur-
ance versus other insurance products is the 
fact that the Federal Government does subsi-
dize some of the premium cost.  The higher 
the coverage, the greater the subsidy.  If it 
weren’t for this simple fact, the higher cover-
age would not have a strong cost-benefit 
relationship, but with the subsidy, it really 
does work.  Additionally, the higher coverage 
levels which equates to higher revenue guar-
antee will certainly allow your banker to loan 
you a higher percentage of expected revenue 
to help cover your operating expenses for 
the year.  

In summary, while it may be counterintuitive 
to think that long term you will be money 
ahead by buying insurance in excess of cata-
strophic protection, the truth is,  when  it 
comes to crop insurance,  the more revenue 
you insure the more likely you will have a 
profitable year.    

ESTATE PLANNING: PLANNING FOR LIQUIDITY 

by Sheryl Leonard 

Page 3 

AM I COVERED FOR...OTHER DRIVERS? 

Our monthly discussion focuses on one 

coverage on the minds of 

our customers Page 2 

Photo courtesy of Cherokee Chronicle Times, Ken Ross  



GROWING ABOVE THE REST  

 

Issue #7 

 

This question came up twice in the last 
month in very different ways.  The first 
was an individual who was lending her 
car to a friend.  She asked, "Am I covered 
while he is driving?"  With most personal 
policies, the generic answer is yes.  Vehi-
cle (collision and comprehensive) cover-
age generally "follow the car."  But the 
liability coverage typically "follows the 
driver."  Here's an example:  Julia allows 
Scott to borrow her car to drive to the 
city for the first time.  While in the city, 

Scott causes an accident that 

deems Julia's vehicle a total loss as well 
as injuring the 3 people in a 2nd vehicle 
causing a large liability claim.  The dam-
age to Julia's car will be covered under 
her policy (it follows the car).  Julia's lia-
bility will likely cover the liability as well 
as long as Scott (a) has her permission to 
drive; (b) doesn't drive it on a regular 
basis; (c) doesn't live with her; (d) isn't 
specifically excluded on her policy.  How-
ever, if Julia's liability policy has low limit, 
there will be a 
gap.  This is where 
Scott's policy will 
kick in (it follows 
the driver).  If he 
has a higher limit, 
his company will 
pay on the claim as 
well.  Unfortunate-
ly, both Julia and Scott will see the claim 
on their history.  Each of them may see 
an increase in their premiums for the 
next few years.  Julia has to find a new 
car and deal with the claim.  Scott also 
has to deal with the claim.  It is basically 
true that "when you lend your car, you 
lend your insurance" in that you will see 
the claim on your own insurance.  Be 
cautious when lending a vehicle and if 
you are unsure whether or not a driver 

would be covered, please contact your 
agent for details on your policy. 

The second source for this question is from a 

farm operation.  This particular farmer em-

ploys a fulltime "hired hand" to do 

chores.  She uses a farm truck daily to move 

from building to building and move equip-

ment in the course of her workday.  Immedi-

ately, she fails one of the above tests in that 

she is driving on a regular basis.  Also, most 

policies will specifically exclude any employ-

ees.  The fix?  This operation needs to add a 

business auto policy in the farm's 

name with the hired hand listed as 

a driver.  His personal vehicles can 

remain on a personal auto policy - 

even the nice new truck- if his em-

ployee drives it only occasional-

ly.  Assuming the employee has a 

clear driving record, our farmer will not see a 

major increase in the cost of the auto cover-

age and may even see a decrease by listing 

the farm trucks as farm vehicles.  He needs to 

check with his tax advisor, but this may also 

allow for another tax deduction.  If you have 

a similar situation, please contact us to look 

at your particular situation and review your 

coverage.  We want to be sure you have the 

best coverage for you so we can provide 

"Service Above the Rest." 

Am I Covered for… 

Other Drivers? 
by Cheryl Ellis 

 

Have you ever seen a news story or heard 

about a claim and wondered “am I covered”?  

Submit your ideas for this ongoing feature. 

Am I Covered For…? 

Cheryl Ellis cheryl@agcomfinancial.com 

Shall I compare thee to a summer's day? 

Thou art more lovely and more temperate. 

Rough winds do shake the darling buds of May, 

And summer's lease hath all too short a date. 

Sometime too hot the eye of heaven shines, 

And often is his gold complexion dimmed; 

And every fair from fair sometime declines, 

By chance, or nature's changing course untrimmed. 

But thy eternal summer shall not fade 

Nor lose possession of that fair thou ow'st; 

Nor shall death brag thou wand'rest in his shade, 

When in eternal lines to time thou grow'st, 

So long as men can breathe or eyes can see, 

So long lives this, and this gives life to thee. 

Sonnet 18 
by William Shakespeare 

AgCom Insurance will host the Cherokee 

Chamber Coffee at 9:30 am on Friday, 

June 26th at our new branch office, 105 

E Willow St., the former Masonic Lodge. 

Join us for coffee, treats, conversation 

and a tour of the entire, renovated 

building.  One recent visitor proclaimed, 

“It’s the most beautiful office in town!” 

Chamber Coffee 



GROWING ABOVE THE REST  

 

Issue #7 

AgCom is a Farm Certified Agency for Nationwide 

Ag. For crop or farm insurance inquiries, please 

contact our crop & farm expert. 

We’re farmers, too! 

Sheryl Leonard sheryl@agcomfinancial.com 

Planning for Liquidity and the Role of 

Life Insurance in Estate Planning 
by Sheryl Leonard 

 

Last month I talked about liquidity and 

why planning for liquidity is important in 

an estate plan. Proper planning should 

ensure that your estate will have enough 

cash available to meet all estate planning 

needs and provide adequate estate liquid-

ity. To decide what is adequate in your 

situation you need to first determine the 

potential needs, assign a realistic value to 

those needs and then examine the re-

sources that can be used. 

There are many financial demands that 

your estate is likely to face. An estate may 

need liquidity to pay debts, settle creditor 

claims, pay probate expenses, pay funeral 

and burial expenses, cover the income 

needs of family members, pay income and 

estate taxes, ensure smooth 

transition of business inter-

ests, or to execute buy/sell 

agreements if a business 

ownership will need to be 

transferred. 

You will need to assign a 

value to each of your spe-

cific needs. When calcu-

lating the costs of your needs, bear in 

mind the probable effect of inflation. 

Maybe you’ve got a bag of cash stashed 

away somewhere that will cover this need. 

If not, there are several approaches that 

can be used to ensure estate liquidity. You 

can create a specific savings fund but that 

requires much lead time. Perhaps you can 

use cash on hand but typically that will 

only buy you some time until a permanent 

solution can be put in place. If you sell off 

assets you will probably sell at less than 

their value since the sale will need to be 

done rather quickly. A common solution 

for estate liquidity problems is to mort-

gage or borrow. Unfortunately, this can be 

difficult and taking on more debt may not 

be what the survivors want to do. 

Life insurance proceeds are the most ac-

cessible and least expensive way to fund 

estate liquidity. And life insurance pro-

ceeds go to your heirs or your estate tax-

free. However, taking out a policy requires 

moderately good health and the younger 

a person is when they apply for life insur-

ance, the lower the premium cost and the 

greater the potential for cash value 

growth within the policy. This does not 

mean it is too late for you to apply for a 

life insurance policy. A special type of life 

insurance policy can be used when a per-

son has serious health problems. Survivor-

ship life insurance is a single policy that 

insures two lives, usually 

spouses, and pays off only 

upon the death of the second 

person. In some instances, 

only one person must be 

insurable for both to qualify 

for this type of policy. Survi-

vorship insurance not only 

allows coverage for people 

who might have trouble getting conven-

tional life insurance, but it also can pro-

vide coverage for less expense. Premium 

rates are based on the joint life expectan-

cy of the two persons, so for a given face 

value the premium rate is lower than it 

would be for either person individually.  

So, the best way to ensure estate liquidity 

is through life insurance, conventional or 

survivorship. You will want to talk to an 

experienced agent at AgCom Insurance 

Agency if you are interested in purchasing 

life insurance for estate planning purpos-

es. With careful planning to reduce estate 

taxes and probate expenses, and a life 

insurance policy to cover your estate li-

quidity needs, you can pass your estate 

intact to your heirs.  

Life insurance 
proceeds are the 
most accessible 
and least expensive 
way to fund estate 
liquidity.  

AgCom Insurance Agency 

Adopts a Highway 
***We’ll give a prize to the first person who 

sends us a “selfie” by our road sign.*** 

The staff was joined 

by our families for 

our first clean-up day 


