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Total 
Cost of  

Production 

Target Net 
Guarantee Income 

Over Feed Cost 

Feed        
Cost of  

Production 

LGM-Dairy 
OPTIMAL 
Contract 

LEAST COST 
LGM-Dairy  
Premium 

 
Farm Specific 

Calculation 
(Spreadsheet) 

LGM-Dairy Least 
Cost Premium 

Calculator 
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  Guarantee  
Income Over Feed Cost 

Expected 
Income Over 
Feed Cost 

Deductible 
Level 

Expected 
Milk Income 

Expected  
Feed Cost 

Milk Yield 
Coverage 

CME 
Class III 

CME   
Corn 

CME  
SBM 

Expected 
Feed Use 

Actual  
Income Over Feed Cost 

Insurance 
Payout 

Premium 
Cost 

Target Net Guarantee 
Income Over Feed 

Cost 

Actual Milk 
Income 

Actual Feed  
Cost 

Final 
CME  

Class III 

Final 
CME  
Corn 

Final 
CME  
SBM 

Program  
Rules 

Market  
Data 

Producer 
Data 

Expected 
Milk Yield 

Producer 
Decision 
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Contract Month 

Target Net Guarantee 
Income Over Feed Cost 

Deductible 

Expected Milk Yield and 
Expected Feed 
Consumption 

Press Button to Find 
Least Cost Premium 
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Least Cost 
Premium 
for Target 
Guarantee 
Net Income 
Over Feed 

Cost 

Target Net 
Guarantee 

Income 
Over Feed 

Cost 



Le
as

t C
os

t P
re

m
iu

m
 R

es
ul

ts
 

Least Cost 
Premium 
for Target 
Guarantee 
Net Income 
Over Feed 

Cost 

Target Net 
Guarantee 

Income 
Over Feed 

Cost 
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Least Cost 
Premium 
for Target 
Guarantee 
Net Income 
Over Feed 

Cost 

Target Net 
Guarantee 

Income 
Over Feed 

Cost 
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Naïve Scenario 

Non-Optimal 
Least Cost 

Optimal 

Target Net Guarantee 
IOFC ($/cwt farm milk) $5.28  $5.28 

Farm Premium ($ ) $1,168  $713 

Farm Premium ($/
cwt ) $0.07  $0.04 

Premium Saving 39% 
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•  LGM-Dairy can protect a Farm Target 
Net Guarantee Income Over Feed Cost 

•  The most important decision variable is 
the Milk Yield Coverage 

•  Application of the Least Cost Premium 
Calculator assures the least cost 
premium 

•  Savings could be as much as 60% 

•  Target NGIOFC can be calculated for 
farm specific conditions 

•  The second most important: 
Deductible 


