Nosl 3011/01/2008-Credit 11
Government of India
Mimstry of Agriculture
Department of Agriculture & Cooperation

Krishi Bhavan, New Delh
Dated the JZ" August, 2010
To b

I APC/Secretary (Agr1) of Government of Andhra Pradesh, Assam, Bihar,
Chhatisgarh. Gujarat, Haryana, Himachal Pradesh, Jharkhand. Karnataky,
Kerala, Madhya Pradesh, Maharashtra Meghalaya. Orissa Punjab,
Rajasthan, Tamil Nadu, Uttar Pradesh, Uttarkhand and West Bengal

2. Bhri Tarun Bajaj, Joint Secretary (Insurance & Banking), Department of
Financial Services. Teevandeep, Parliament Street. New Delhi - | 10001

3. Chiel General Manager, RPCD, RBI, Mumbai

4. Managing Director, NABARD. Mumbai

5, Direclor, Indian Meteorological Depariment, Mausam Bhavan, Lodhi
Road, New Delhi

6: Shri M. Prashad, €MD, Apricullure [nsurance Company of India Ltd
(AIC), Ambadeep, 13" Floor K G Marg, New Delhi-1 10001

7 Shn Bhargav Das Gupta, MD & CEO, ICICI-Lombard General Insurance
Company Ltd, Zeinth House. Keshavran Khadye Marg, Opposite Race
Course. Mahalakshmi, Mumbai - 400034

8. Shri S Narayanan, MD, IFFCO-Tokio General Insurance Company Ltd .
IFFCO Tower, 5 Floor, Plot No. 3, Sector 29. Gurgaon - 122001,

[‘}/Sﬁzi 8.8 Gopalarathnam, MD. Cholamadalam MS General Insurance
Company 1Ltd., Dare House, 2™ Floor, No 2 NSC Boge Rioad, Chenna
OO0

10. 8hr1 Ritesh Kumar, Managing Director HDFC-ERGO General Insurance
Company Limited. 6" Floor. Leela Business Park, Andheri-Kurla Road.
Andheri (E), Mumbari - 400 ns9

Sulyeot [mplementason ol Pilo Weuther Based o M lsurance Scheme {WRCIS)
during Raby 2010-1 | season on existing pattern — Administrative  Instructions
resarding,

Sir,

I am directed to refer to this Department's letter of even number dated 3™ March,
2010 regarding implementation of Pilot Weather Based Crop Insurance Scheme
(WBCIS) during Kharif 2010 und to state that Governmen! of Indla has decided 1o
continue with implementation of Pilor WBCIS during Rabi 2010-1| season also, vn

existing pattern  The pilot is proposed to be unplemented in twenty States namely
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Andhra Pradesh, Assam. Bihar, @hhatisgarh, Gujarat, Haryana. Himachal Pradesh,
Jharkhand, Karnataka, Kerala, Madhya Pradesh Maharashira, Meghalaya, Orissa,
Punjab, Rajasthan, Tamil Nadu, Uttar Pradesh. Uttarkhand and West Bengal.  Any
addimon/deletion of States may be considered by Government of India. based on
willingness and level of preparedness of concerned Stare Government.

o Proposed pilot aims to mitigate hardships of insured farmers against financial loss
on account of anticipated crop loss resulting from incidence of adverse weather
conditions, such as deficit or excess rainfall, un-seasonal rains, temperature. frost,

humidity etc. Main features of WBCIS o be implémented in Rabi 2010-11 season are

as under -

i) In Rabi season weather parameters like un-seasonal rains, temperature, frost,
humidity etc. are some of the important parameters which affect adversely the
crops.

i) The pilot will be applicable to major cereals, millets, pulses, oilseeds and
commercial/horticultural crops grown during Rabi season

1i) All farmers, both loance and non-loance. are eligible for coverage under the

pilot. However, insurance will be compulsory [or loanee, and optional for
non-loanee farmers,

iv] The pilot will be implemented by Agriculture Insurance Company of India
Ltd. (AIC?) and Private Insurance Companies ie LCICIC-Lombard General
Insurance  Company, [FFCO-TOKIQ General Insurance  Company,
Cholamandalam MS General Insurance Company and HDFC-ERGO General
Insurance Company |Lad

v) All Insurance Companics (Public and Privatg) parucipating in pilot will be
allowed to implement the scheme. for loanee and non-loance [urmers

vi) Areas; where WBCLS will be implemented, will be notified by the concerned
State Governments.

vii)  Pilot Scheme will be compulsory lor loanee farmers for the crop(s) notified by
State Governments in selected areals).  However, both NAIS and Pilol
‘WBCIS will continue for implementation for non-loanee farmers. and non-
loanee larmers can choose between NAIS and WRBCIS, and also insurange
company for Pilol WBCIS
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States will earmark, areas of implementation of the pilot 1o gach implementing
agency for loanee farmers keeping in view farmers’ choice/ preference.
However, M/s Cholamandalam MS General Insurance Company may be
considered in States of Tamil Nadu & Jharkhand and HDFC-ERGO in the
States of Karnataka, Madhya Pradesh, Rajasthan & Tamil Nadu only, besides
other implementing agencies.

Insurance companies will work out thenr products/schemes particularly in
respect of charging premium rates, risk coverage. sum insured, payment of
claims and premium subsidy and such other parameters, that Government of
India may specify in accordance with guidelines to be issued from time to
time, by Government of India and subject to the approval of IRDA

Maintaining maximum limit of sum insured broadly equivalent to cost of
cultivation, non-loanee farmers will have flexibility to insure smaller amounts
within maximum limit. but not less than 50% of maximum limit of sum

insured

Actuarial rates of premium will be worked out by insurance companies
including AIC using Standard Premium Rating Methodology and rates are
capped at 8% for food crops & oilseeds  Farmers will actually pay premium
for food and oilsceds crops at par with existing rates of NAIS in the season
Difference between actuarial rates and flat rates in respect of food and oilseed
crops shall be shared by Central and State Government on 30 . 50 basis

In vase of annual commercial/horticultural crops, maximum cap of 6% on
premium payable by larmers has been provided as given below -

| Premium Slab

Upto2%

- No subsidy

_!_ql.l_hﬁid:r' by Central and State Government on 50 : 50 |

> - 5% 25% subsidy subject o minimum Fet premium of 2%
| . |pavableby farmer. = - : ’
>5- 8% 40% subsidy subject to minupum nel premum of 3 75%

__| payable by farmer S X
> B% 50% subsidy subject o minimum net premium of 4. 8% and |

maximum nel premium of 6% payable by farmers,

In case of annual commercial/horticultural crops, cap of 12% on actuarial
rates of premium will be applicable

F'e make risk coverage acceptable as per IRDA Regulations, Private Insurance
Compames (ICIC1-Lombard, IFFCO- T'okio, Chola MS & HDFC-ERGO) may
draw funds (i.e subsidy parl of the premium) periodically from AIC as per
furdelines vssued by this Department vide letier No, 13041022007 redit 1]
(Pt} dated 9% October, 2009,
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xv)  All payable clams shall be the responsibility of insurance company
concerned.

xvi)  Private Insurance Companies will be entitled for same level of subsidy as
applicable to AIC which would be routed through AIC

3 Sample copies of the pilot are enclosed.

4, AIC and State Governments are advised o carry out conduct of requisite number
of Crop Cutting Experiments (CCEs) in areas where WBCIS is implemented so as Lo
make analytical study for assessing performance of Pilot Scheme vis-a-vis NAIS

5 Operation of Pilot Seheme is to be monitored closely by congerned State and AlC
so as to make an assessment for its effectiveness

6. State Governments are requested to make necessary budgetary provision for
meeting financial lhability on account of premium subsidy payable to insurance
companies through AIC.

7 Sate Governments, AIC and Private insurance companies ( i.e. ICICI-Lombard
General Insurance Company, [FFCO-TOKIO General  Insurance Company,
Cholamandalam MS General Insurance Company and HDFC-ERGO (eneral Insurance
Company L1d) are required to take necessary action for the implementation of pilot
WBCIS in Rabi 2010-11

B Receipt of this letter may kindly be scknowledeed and action taken by State
Government and insurance companies may please be intimated to this Department
nroently

& I'his issues with approval of Integrated Finance Livision vidle 10y o, BA6TIAS &

FA dated 12-08-2010.
o Youry fathfully,
(i
\
4

(RAJENDRA KUMAR TIWARI)
Joint Secretary to the Govt of India



PILOT

WEATHER BASED CROP INSURANCE SCE ENVE
Rabi Season by AT *—

I PREAMBLE

(a) The Weather Based Crop Insurance Scheme, intended to provide msurance
protection to the cultivator against adverse weather incidence, such as deficil &
excess rainfall, -frost, heat (temperature), relative humidity, etc., which are
deemed to adversely impact the Rabi crops during its cultivation period.

(b) The Scheme shall run as 2 Pilat in selected areas, in selected States, for selecled

Crops.

2. SEASON

Rabi season: Insurance coverage under the Scheme would be provided for crops ruised

between Octaber / November and April

fall within the above Seuson Span ur

[f the cultivation period of a crop does not strictly
the sowing period of the crop ghall

crosses over to the next season, in such cases,
deterniine the season in which il has to be categorized.

3 AREA APPROACH

The Scheme shall operate on the principle of “Area Approgach” n setected notified
Reference Unit Arcas. Area Approach signifies that a "Referente Uniit Area” shall he
considered as a Unit-Area of Insurance for the purpose of acceplance of tisk and
assessment of compensation as well. Therefore, all insured-cultivators of a Netified Crop
i the notified Reference Unit Area shall be deemed to be on par so far as their terms of

. insurance coverage and asscssment ol compensation §re concernea.

4, STATES

Ta start with, the Scheme shall be implemented during Rahi 2007-08 season in the

following States:

Bihar, Chhattisgarh, Haryans, Madhya Pradesh, Punjab, Rajasthan & Uttar Pradesh

Any addition/deletion of States mey be considersd by the Governmeni of India/

Agriculture Insurance Company of India Ltd. {AIC), based on the willingness and the

level of preparedness of the concesned State Government.
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e GEOGRAPHICAL COVERAGE
(a) “Reference Unit Areas™ are linked lo specific Reference Weather Sialions,

(b) “Reference Weather Stations™ are those which are commissioned for providing
“Weather Data™ for the purpose of assessment of compensation,

(c) “Reference Unit-Area” is a geographical area around a Reference Weather
Station, pre-notified by the State Level Coordination Committee on Crop
Insurance i.e., SLOCCCI, which is deemed (o be reflective of the Reference
Weather Station’s Weather Data. To the extent practicable, such Reference Unit-
Area shall be restricted to 25 km. radius around the Reference Weather Station in
case of Rainfall, and 100 km. radius in case of other weather parameters like
Frost, Heat (Temperature), Relative humidity, ete.

5. CROPS COVERED

Cereals, Millets, Pulses, Oilseeds and annual commercial / horticuliural crops grown
during Rabi season

The main crops could be wheat, barley, gram, lentil, mustard, potalo, onion, curin,
coriander, fenugreek, isabgol ete,

In respeet of each Reference Unit Area, the crops to be covered would be notified by
the SLCCCI, whereupon would be referred to as “Notified Crops”. The crops listed
above ate only indicative & not exhaustive; any addition/deletion may be considered

by AIC.
6. CULTIVATORS ELIGIBLE FOR COVERAGE :

All the cultivators (in¢luding sharecroppers and lenant cultivators) growing any
Notified Crop in any Reference Unit Area shall be eligible for coverage. The Scheme
shall be: ' |
Compulsory: For All LOANEE APPLICANT CULTIVATORS ie., those who have
Sanctioned Credit Limil from a Financial Institution [F1] for a Notified Crop in a
Reference Unil Area,

Voluntary: For NON-LOANEE CULTIVATORS ie., those who do not have
Sanctioned Credit Limit from any FI for a Notified Crop ina Reference Unit Ares,

linancial Institution, for the purpose of the Scheme, includes all District Central
Cooperative Banks and also the PACS affiliated to them, all Commercial Banks and all
Regional Rural Banks, as defined in National Agriculture Insurance Scheme (NAIS).




Te PERILS CL yVEREL

Following arc the weather perils, which are deemed o cAUSE wa dvarge  Weather
incidence”, leading to crop loss, would be covered under the Seheme:

Deficit Rains, Un-seasonal / Excess Rains, Frost, Heat (T amp:-.ramrc.)! Eelative humidiiy,
et

The specific “Adverse Weather [ncidence” with its timing / duration applicable © 2
particular Notified Crop shall be notified by the SLCCCL The perils listed above are
only indicative & not exhaustive; any addition/ delstion may be considered by AIC,
pased on the availability of relevant data. For the purpose af this Scheme, “Advetse
Weather Incidence” would be as defined hereinalter.

8. RISK PERLOD (i.e. INSURANCE PERIOD)

iod would be from “gowing Period” 10 “Maturity” of the crop. Risk periad,

on the duration of the ¢rop and the weather parameters chosen, could vary
ould be notified by the S1CCCI

Risk per
depending
with individual crop and Reference Unit Area, and W
before the commencement of risk period.

9, SEASONALITY DISCIPLINE

Risk (insurance coverage) would be acoepted tll commencerent of the risk period. NO
‘nsurance coverage is allowed once the risk period bggins. :

19. COVERAGE PROCEDURE

() Insurance coverage of Loance Applicant Caltivators shall be through the Existing

netwotk of Financial Institutions [T} at the grass-rout level, nsing Nodal Bank

_system as in National Agricultural Insurance Scheme [NAIS]. ¢

 (b) Insurance coverage of Non-Loanee Cullivators eefll be through the
network of Fls at the prass-root level; the [nsurance Tntermediaries wnd
Authorized Representatives of AlC, :

(¢) Nodal Bank Rranches shall be paid by AIC, a Service Charge of §% on the actual
premium amount remitted by them, being jn the nawre of sharing the incidental
nAnBgeTnenl eXpenses incurred by them for servicing the Scheme.

(d) msurancs Intermediaries engaged by AIC for covering non-loance cultivators
Wﬂulﬁj be paid remuneation at an appropriatle percentage on the actual amount of
prefmin collected through them from the farmers.

exisling

=




11, SUM INSURED

Sumn Insured is broadly equivalent to the ‘cost of cullivation’ and 1s pre-declared by A &
and notified in the Notification. The Sum Insured for an individual cultivator shall be the

uct of the cultivator’s declared ‘area under cultivation® (in hectare) for that Notifie
Crop and the Sum Insured per hectare as mentioned in the Netification. “Area under
cultivation’ would always be expressed in terms of ‘hectare’.

An individual Cultivator’s ‘area under cultivation’ (in hectare) for a Notified Crop in a
notified Reference Unit Area shall be declared by him as follows:

Loance Applicant Cultivators: ‘Area under cultivation’ for the Notified Crap as
already declared by him in the Loan Application Form for the purpose of fixing his

“Maximum Borrowing Limit [MBL]" by the Lending FT,

Non-Loanee Cultivators The cultivator shall declare the ‘arca under cultivation® for
each Notified Crop in the Insurance Proposal Form.

12. PREMIUM RATES

Actuarial Premium Rates for each season for each Notified Crop and each notilied
Reference Unit Area shall be calculated by AIC using standard Premium Rating
methodology and the same shall be declared in the Notification before commencement of

the season which shall be binding on all, -

F

13. PREMIUM SHARING & SUBSIDY

OF the total Premium, whil¢ a part thercof shall be payable by the insured cultivator, and
the balance shall be borne by the Central Government and State Government on 50:50
basis and paid up-front to AIC as Premium Subsidy. It is clarified that, as far as AIC is
concerned, risk incepts only upon receiving of FULT, PREMIUM by it as detailed

thereunder. 0
]

Thre detailed structure of Premium Payable by the insured is:talyled below,

FOOD CROPS & QOILSEEDS

CROPS PREMIUM PAYABLE BY INSURED.
| Wheat | 1.5% or Actuarial Rate, whichever is less
Other crops  (other | 2.0% or Actuarial Rate, whichever is less
2 Cereals, Millets, Pulses, '
& Qilsceds)

=4
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_ANNUAL COMMERCIALMORTICULTURAL CROPS
| SL. | PREMIUMSLAB | ¥ SUBSIDY
| Upto 2% | No Subsidy = 4 B
2 >2 - 5% 25%, subject to minimum net Premium of 2.00% '
payable by farmer I n_.
3 =5~ 8% 40%, subject to minimum net Premium of 3 75% |
i iy payable by farmer _ 24
4 =8% 50%, subject to minimum nei Premium of 4.80%
and maximum net premium of 6% payuble by
e farmer B Em |

14. COMPENSATION (PAYOUT)

I AIC shall be responsible for all Payouts arising out of “Adverse Weather
Incidence” strictly in terms of the Scheme terms & conditions read with the
relevant Premium & Payout tables. However, this responsibility of AIC shall
attach only when the ‘Risk has incepted’; thal is, AIC has duly received the
FULL PREMIUM, directly from the Insared his own part, AND ALSO the
corresponding Premium Subsidy part from the Governments.

(I Pay-out shall arise ONLY in case of Adverse Wesather Incidence. Adverse
Weather Incidence is equivalent to the deviation between “Irigger Wenther™ and
“Aotual Weather” Data recorded at a “Reference Weather Station”™ durmg the
specified time-period. Trigger Weather is a pre-defined Weather Parameter
applicable to a Notified Crop in a notified Reference Unit Arca.

K 4 v
the Notified Crop in the Reference Unit Arca shall be deemed Lo have suffered

the same level of AWT and the same proportion of crop-loss, and become eligible
for the same rate of Payouts. 3

(II) Pay-Out Dishursement

L

(a) Pay-outs would normally be made by AIC to the Nodal Banks within 45 days of
closing of insm'ancz: period subject 1o receipt of the necessary actual weather dala.

" (b) So far as the [nsured is concemed, the Pay-out procedure shall be aulomatic; that
is to say, Payouts would be automatically computed by AIC on the basis of

Actual Weather Data received, and the Pay-out would be automatically eredited

to the Tnsured’s Bank Account through the concemned Nodal Bank /FlL. -

(c) Franchise upto 5% would be applied while processing the Payouls — which
means, any actual Payout which is less than 5% of the Sum Insured shall not be
paid-out, The franchise clause is factored-in while caleulating the Actuarial

Premium

- In case of Adyessc Westliét Incidenct (AWI); all the insuredeeultivalors.growing .



Ilustration

WEATHER BASED CROP INSURANCE SCHEME - HAR YANA

ERM S T

Sum Insureqd per Hectare (Ry,
Sum Insured pe Acre (Rs.

Reference Weather Station:  [Mp/ Automatic Weather Stations (AWS) at Karas|

COVER i: Heat or Rise in Mean Tem perature

Cover Objective To cover anticipated yield loss due to Aise in atmospheric
temperature
Cover period 1" January to 31™ Marcl,

Adverse Temp vs, Payout Tabje:
HARVANA-NORMAL SOWING ™

Jan-1" FN

Normal Temp. °C) >
Rise in Mean temp
4.0

Description:
The cover operates from | Janvary to 31" March. Payout starts if the mean temperatyre for any
fortnight rises above certain eritical level over & above the normal mean temperatures. The'
normal mean Emperatures; payout (as % of sim insurett) at given level of rise in_ amean
temperature during various fortnights js given in the table. As an ilustration, a rise in miean
‘temperature by 4 ¢ during 2 Tortnight of January would resule in & payout of 11).23%, of sum
ingured, i.e, Rs. 2301.75 per hectars or Rs, 920,70 per gere. The payouts determnined on the abave
basis, in each of the fortnights shall by added for a1 the fortnights from January to March 1o
arrive at the {ina] Payout under this cover subjected to the terms and conditions specified in the

policy.

The total Payout under this caver shal| be capped at Rg. | 1,250 per hectare or Rs. 4,500 per Acre.

e




LOVER 2: Un-seasonal Hainfzll

To cover anticipated yield loss due to excess/ un-seasonal ruiotail

Cover Objective
16™ January to 31™ March

Cover period
Rainfall vs. Payoul Table:

HARYANA-NORMAL SOWING PERIOD

Jan-1" FN | Jan-2""FN [ Feb-1" FN ] Feb-2™ N | Mar- 1" FN J Mar-2" BN

Period (Fortnight)
Daily Rainfall (mm) Payout (Percentage of Sum Insured) |
F.xcess over A
10.0 0.0 0.0 0.0 0.0 0.0 B0
30.0 0.0 3.0 7.0 5.0 3.0 3.0
50,0 0.0 5.0 15.0 10.0 5.0 540
70.0 0.0 7.0 20.0 12.0 7.0 6.0
920.0 0.0 15.0 25.0 15.0 10,0 | 7.0
100.0 0.0 20.0 30.0 20.0 100 100

Deseription:

The cover operates from 16™ January to 31" March, Payout starts if the daily rainfall during any
fortnight is above 30 mm or above. The payout (as % of sum insured) at a given level of daily
rainfall ebove 30 mm during various fortnights is given in the table. As an illustration, a~/0 mm
rainfall on a day during 1" fortmight of February would resull in a payout of 20% of sum insured.
i.e. Rs. 4500 per hectare or Rs, 1800 per acve. The payouts determined on the above basis, in each

~of the fortnights shall be added for all the formights from 16" January to 31% March o arrive i,

the findl payout under this cover subjected to the terms and conditions specified in the-palicy.
The total payout under this cover shall be capped at Rs, 6,750 per hegtare or Rs. 2,700 per Acre

COVER 3: Frost

Cover Objective To cover antivipated yield logs in the event of frost

Cover period | 1* December to 317 January i

Pvent Definition , Temperature below 0 °C consecutively for 3 or more TIIII'Eti‘rEI’ of |

days : :

Frost Payout Table: o
Event Duration (no. of days) 3 4 £ 5 |
Pavout (% of Sum Insured) 10 o 15 | 20 |

As an illustration, night temperature below 0 °C consecutively for 4 days would result in a payoul
of 20% of sum insured, i.e. Rs. 3,375 per hectare or 1,350 per acre. The payouts detennined on
the ubove basis from 1" December to 31* Janusery shall be added 1o arvive at the final payout
under this cover subjected to the terms-and conditions specified in the policy.

The total payout under this cover shall be capped at Rs. 4,500 per heetare or Rs. 1,800 per Acre.

/!




Details of Preimium

Estimated Premiym: Rs. 1500 per hectare or Rs. 600 per acre

Premium sharing under the Pilot (Rs.)

— Payable by the farmer S ntral Gove S T ||1
__—"-___-_\. — -|

Per Acre

Weather data recorded at the respective Reference Weather Station (RWS) shall be the only /

basis of ¢claim Payout. Data recorded by weather stations other than the R Ws shall have no /
bearing on payout

3. Payout is given on the basis of weather data recorded the RWS for the parameter/ peril

specified, The Payout is in no way linked to the actual loss in productivity suffered by the
insured grower E

Fayouts shal] he settled within 45 days from receipt of weathdr data : |
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