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Most New Mexico ranches have cow-calf operations, making their income heav-
ily dependent on the value of weaned feeder calves. Feeder calf prices can swing 
sharply due to drought, rising feed costs, or national market shifts, wreaking 
havoc on the cattle basis price. Federal insurance programs like Livestock Risk 
Protection (LRP) have been available since 2002, but many livestock producers 
may not understand the options or whether they’re worth it. Approximately 15% 
of New Mexico ranches currently utilize LRP to protect themselves against price 
drops, leaving the remaining 85% self-insured and are vulnerable to market risk.7

LRP offers a straightforward, flexible way to protect against price declines, 
without requiring ranchers to sell weaned calves on a certain date or at a specific 
location. 

This guide walks through how LRP works, who qualifies, what coverage op-
tions exist, and how to decide if it fits your operation. It also includes practical 
examples and tips to help New Mexico ranchers make confident, informed deci-
sions.

1. WHAT IS LRP INSURANCE?
Livestock Risk Protection (LRP) is a federally subsidized insurance program de-
signed to help cattle producers guard against unexpected price declines. For cow-
calf and stocker operations in New Mexico—where drought, volatile markets, 
and limited access to sale barns or auctions are common—LRP offers a flexible 
tool to manage price risk. It allows the producer to selection of a coverage price 
for calves based on national market forecasts published by the USDA. If the mar-
ket price, based on USDA’s national cash index, falls below the selected level at 
the end of the coverage period, you receive a payment to offset the loss it made.8

The LRP doesn’t cover drought-related losses, production costs, or guarantee 
a local sale price, but can help stabilize income when cattle prices drop. Impor-
tantly, LRP does not restrict when or where you sell your livestock, you remain 
free to choose the timing and location of your sale.
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2. WHY IT MATTERS IN NEW MEXICO
Ranchers in New Mexico deal with challenges that make 
price protection especially important. Drought, high feed 
costs, and small herd sizes make it difficult to recover from 
bad market years. Many ranches depend on selling fall-
weaned calves, sometimes after growing them out on grass 
or native rangeland. Others graze cattle on public land and 
have to work around half a year of grazing seasons. Most 
ranchers in New Mexico don’t use complex price tools. 
LRP provides a simple, flexible way to guard against price 
drops without changing how or the cattle are sold. 

3. HOW DOES LRP WORK?
In New Mexico, most ranchers use LRP to cover feeder 
cattle, that includes weaned calves under 600 pounds, as 
well as stocker or yearling cattle between 600 and 1,000 
pounds. These animals fall under the USDA’s “feeder cat-
tle” category for LRP. Since many ranchers in the state sell 
calves and yearlings between September and November, 
LRP aligns well with the typical fall marketing season. LRP 
provides livestock producers protection if market prices 
fall, where they may have not had any type of risk mitiga-
tion in place prior. 

3.1 What Choices Does a Rancher Make?
When you sign up for LRP, you make a few simple choices 
to match your cattle and marketing plan.3

First, the producers select the type of cattle. Most ranch-
ers in New Mexico use LRP for feeder cattle—this includes 
weaned calves and stockers—and not finished cattle. At 
this time, the producer selects “steers” or “heifers” and the 
number of cattle to be insured. This can be from one head 
to up to 12,000 head per endorsement, 25,000 head per 
crop year.

Second, producers choose the expected weight (a pro-
jected average sale weight) at the time of sale. Two weight 
categories are available for selection: 100 to 599 pounds 
known as “weight 1”, and 600 to 1,000 pounds known as 
“weight 2”.

Third, ranchers select the endorsement length that best 
fits the time of year that they plan to sell their cattle. The 
coverage periods range from 13 to 52 weeks, with specific 
options including 13, 17, 21, 26, 30, 34, 39, 43, 47, and 52 
weeks.

Finally, the ranchers select a coverage level/coverage 
price, often between 70% and 100% of the expected ending 
value of forecasted market price at the end of the coverage 
period. The LRP program is a daily priced crop insurance 
program, which may not be offered at all on certain days, 
most notably on federal holidays.2

3.2 When Does LRP Pay the Rancher  
(Benefit of LRP)?
LRP feeder cattle coverage pays if the actual ending value 
(based on USDA’s national cash index) is lower than the 
selected coverage price at the end of the coverage period. 
A producer will receive payment on the difference between 
these two prices, minus the cost of the coverage. 

Producers will have to provide livestock records if they 
have a loss. These records will be used to verify owner-
ship, date of sale, and the head count of cattle. Additionally, 
they are used to verify that policy guidelines for their LRP 
coverage were met, in understanding that the indemnity is 
based on the market index and not unique producer sales.

According to the USDA’s Risk Management Agency 
(RMA), LRP tends to perform best when ranchers choose 
higher coverage levels and longer coverage periods. A high-
er coverage level establishes a stronger price floor, resulting 
in larger payouts if market prices fall. Though premiums 
may be higher, the protection is greater. Longer coverage 
periods often lower premiums per hundredweight and offer 
more time to benefit from a price decline if it occurs later in 
the season.

3.3 Example: Chart of LRP Mechanics
• Don Ranch selects LRP for 100 head of 600 lbs. calves, 

expected to sell in late October
• Coverage period: 13 weeks
• Coverage price: $330 per cwt
• Actual ending value in October: $300 per cwt
• Payout Calculation: 
(Coverage Price – Actual Ending Value) X Weight(cwt) X head

($330 – $300) X 6.0 cwt X 100 head = $18,000 indemnity

3.4 How Much Premium Does  
the Rancher Owe?
LRP premiums vary based on your coverage level, the 
length of coverage, and current market conditions. USDA 
helps lower these costs by subsidizing 35% to 55% of the 
premium; ranchers pay only part of the total, with lower 
coverage levels receiving higher subsidy rates. 

Premiums are billed after coverage ends on the first day 
of the second month following your endorsement’s end 
date.

An Example of Premium Calculation
Step 1. Expected ending value: $330.00/cwt (assumed, 
determined by actual market outcomes, not selected by the 
rancher).
Step 2. Selected Coverage Level: 95% (rancher’s choice)
Coverage price: $313.50/cwt (calculated as $330 X 0.95)
Step 3. Rate: 1.4% of coverage price varies day to day (set 
by USDA-RMA): This 1.4% is an example of the premium 
rate—the cost the producer pays per unit (e.g., per cwt) to 
insure livestock at the selected coverage price. 
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Premium per cwt: $4.39(calculated as $313.50 X 0.014)
For current premium rates and details, visit: https://public.
rma.usda.gov/livestockreports/main.aspx
Step 4. Weight: 600 lbs. = 6.0 cwt (rancher’s choice)

Premium per head: $26.34($4.39X 6.0)
Step 5. USDA Subsidy: 35% (based on coverage level se-
lected)

Premium per head (rancher pays):  $17.12 (calculated as 
$26.34 *(1- 0.35)  

3.5 Who Qualifies to Participate in LRP  
Insurance?
To sign up for LRP, you need to meet a few basic require-
ments. You must own or control the cattle when you buy 
the coverage, and your operation must be in the U.S. or its 
territories. You also need to be a U.S. citizen or a legal en-
tity, for example, a family partnership or ranching business. 
Insured livestock must be part of a working, commercial 
operation—not a hobby herd. You need to have at least a 
10% ownership stake in the cattle and you must go through 
a licensed LRP insurance agent to enroll. Your LRP Crop 
insurance agent will get an application approved to utilize 
the LRP program through authorized insurance providers 
(application has no cost associated with it). Once an ap-
plication is accepted by RMA, a producer can book cover-
age on cattle using LRP coverage endorsements. These 
endorsements must be signed & submitted by 8:25am 
central time of the following day in order to be accepted / 
approved.4

3.6 What’s New in 2025? Two Key Updates for 
New Mexico Ranchers
Two important updates in 2025 expand how LRP can help 
New Mexico cattle growers6:
• Unborn Calves Eligible:

  Cow-calf operations can insure calves that are not 
yet born, as long as the expected birth weight and timing 
meet USDA guidelines. This allows ranchers to protect 
calf prices earlier than ever, during the breeding and gesta-
tion phase. This will require 3rd party pregnancy check on 
Heifers to make sure there is a reasonable number of calves 
insured under the endorsement.
• Drought Hardship Exemption:

  In counties experiencing severe drought (based on 
USDA Drought Severity Coverage Index, USDA Drought 
Monitor), LRP now allows early sale of insured cattle—
more than 60 days before the policy end date—without 
losing eligibility for payment. This gives growers more 
flexibility if they need to sell early due to feed shortages or 
water stress.5

These changes make LRP more adaptable to New Mexi-
co’s dry climate and the realities of ranching under increas-
ing uncertainty.

4. STEPS TO ENROLL LRP: HOW TO ENROLL IN 
LRP (QUICK CHECKLIST)

 □ Contact a licensed LRP agent
 □ Fill out a one-time application (with basic operation in-

formation)
 □ Choose what to insure: cattle type, weight range, num-

ber of head, coverage level and endorsement length (13-
52 weeks)

 □ Review daily LRP rates and lock in a Specific Coverage 
Endorsement (SCE)

 □ Premium is billed after coverage ends-on the first day of 
the second month following the end date

 □ Wait for USDA to publish the Actual Ending Value
 □ Receive an indemnity if the Actual Ending Value is be-

low your Coverage Price

5. IS LRP RIGHT FOR YOUR RANCH?  
CHECKLIST

 □ Do you rely on selling weaned calves or yearlings for a 
major part of your income?

 □ Are you concerned about market volatility—price 
swings caused by drought, feed costs, or national trends?

 □ Do you want to lock in a price floor but still choose your 
own sale date and buyer?

 □ Do you sell calves between April and October, when 
prices can shift fast?

 □ Would a large price drop in the next few months hurt 
your cash flow or ranch plans?

 □ Do you have fewer than 25,000 head per year (the an-
nual LRP limit)?

 □ Would you benefit from affordable protection, knowing 
USDA covers 35–55% of the premium?

 □ Are you willing to accept a premium billed after cover-
age ends in exchange for income protection if prices 
fall?

 □ If you checked several boxes, LRP may be a useful tool 
for your operation. Talk to a local licensed insurance 
agent or Extension specialist to explore your options and 
see real premium quotes.

6. LRP RESOURCES
For more information or help getting started with LRP:
• Contact a licensed LRP insurance agent. You can find 

one through the USDA Risk Management Agency’s 
(RMA) Agent Locator tool: https://www.rma.usda.gov/
tools-reports/agent-locator

• Talk to your local Cooperative Extension office. They 
can explain how LRP works and help you compare op-
tions.

• Explore current LRP prices and coverage terms at: 
https://public.rma.usda.gov/livestockreports/main.aspx, 
Premium rates and ending values are updated daily by 
USDA. 
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