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Plant Sale 

   The Estill County Extension Office is currently 
taking up our annual spring plant sale orders. This year 
we will be offering two varieties of strawberries, 
Allstar (June bearing and a larger berry), or Earliglow 
(June bearing, smaller, sweeter berry); Natchez 
blackberry plants; Duke or Chandler blueberry plants 
(two varieties are needed for pollination); Prelude 
raspberry plant; asparagus crowns and onion plants 
(Candy onions). Plant orders and payment are due no 
later than March 11, 2022 to the Estill County 
Extension Office. For more information, please contact 
our office at 606-723-4557.  

Soil sample early this year 
   Soil tests are the only way to ensure your ground has 
the nutrients it needs for the upcoming growing season, 
and with the current high input costs, it could help you 
save money. We are encouraging producers to submit 
these samples to us as early as possible this year to 

ensure your results are back before you need to make 
your first spring application. The University of 
Kentucky is down a soil testing lab due to the Dec.10 
tornado that destroyed the Research and Education 
Center in Princeton. UK’s Lexington Soil Testing 
Laboratory will be analyzing all samples until further 
notice. As March is expected to be extremely busy, 
earlier submission of samples to the lab is highly 
encouraged. 

Depending on what you plan to produce, you will 
need to take different kinds of soil samples. Production 
agriculture fields, lawns, gardens, fruit trees and 
ornamentals all have unique fertility and soil pH 
requirements. Collect at least 10 soil cores in small 
areas. Larger fields may need at least 20 soil cores. Soil 
samples will also have different depths depending on 
the tillage system you use. Samples from tilled areas, 
gardens, ornamentals and fruit trees, should be taken at 
least 6 to 8 inches deep. Collect soil samples about 4 
inches deep in no-till fields and home lawns. 

Extension agents can help you collect the proper 
samples and may even have sample bags and soil 
probes that you can use. Submit soil samples to UK 
through your local extension office. Agents will send 
the samples to UK for testing and can help you 
interpret the results. 
Source: Frank Sikora, UK director of laboratories and 
soils program 
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Update on Agriculture Exemption 
Number for Sales Tax Exemption on 
Farm Purchases 

The application deadline for farms with existing 
Exemption Certificates on file with farm suppliers was 
January 1, 2022. Applications are still being accepted 
for existing farms. However, the Kentucky 
Department of Revenue may not be able to issue an 
Agriculture Exemption Number for late applications 
before the current Exemption Certificates expire. That 
could cause a lapse in sales tax exemption this year. 
The existing Exemption Certificates are valid through 
June 30, 2022. Farmers who missed the deadline 
should apply as soon as possible.  
Farms that do not have existing Exemption 
Certificates should also apply as soon as possible in 
order to qualify for the sales tax exemption.  
Kentucky law now requires that farmers apply to the 
Kentucky Department of Revenue for an Agriculture 
Exemption Number to qualify for exemption from 
sales tax on qualified purchases for the farm. For 
more information, instructions, and link to the 
application see the earlier article "Agriculture 
Exemption Number Now Required for Tax Exemption 
on Farm Purchases." This article can be found at 
https://agecon.ca.uky.edu/agriculture-exemption-
number-now-required-tax-exemption-farm-
purchases. 
  

Price Risk Management Tools for Cattle 
producers 
   The last few years are unlikely to be remembered 
fondly by many cattle producers. Large cattle supplies, 
a global pandemic, weather challenges, and a sharp 
increase in feed prices have all impacted feeder cattle 
values. However, 2022 has brought optimism for a 
significantly better cattle market. As I write this on 
January 21, 2022, there is more than a $15 per cwt 
increase in CME© feeder cattle futures from the 

March contract to the August contract. In fact, every 
contract for August through November is trading 
north of $180 per cwt. It has been some time since 
we have seen those types of price levels so they have 
certainly caught my attention over the past few 
weeks. This article will briefly discuss some tools 
available to cattle producers should they want to 
protect themselves from downside price in 2022. 
   First, producers could consider entering a cash 
forward contract with a buyer looking to place 
feeders later in the year. The two parties could agree 
on a price now for cattle to be delivered at a later 
date and this expectation of higher prices should be 
reflected in the contract price. Assuming the contract 
is binding and enforceable, this strategy eliminates 
price risk. However, production risk remains a 
concern if cattle don’t perform as expected, fail to 
reach the agreed upon weight, or if weather 
conditions necessitate earlier sale of the cattle. While 
forward contracts are an excellent price risk 
management tool, they are pretty limited in their use 
for cattle in Kentucky. 
   Hedging, through the sale of deferred futures 
contracts, is another way to capitalize on a strong 
futures market. As an example, a producer who plans 
to sell cattle in August may choose to sell an August 
CME© Feeder Cattle futures contract now in order to 
have downside price protection until they sell the 
cattle. If feeder cattle markets decline between now 
and August, the producer will gain on their short 
futures position, which will offset some of the loss in 
value of the cattle they will sell. Producers who 
choose to implement this strategy need to be certain 
they have access to considerable capital for margin 
calls. If futures prices continue to increase, producers 
can lose a lot of money on short futures positions 
before they are able to sell their cattle on the 
stronger market. For this reason, it is crucial that 
lenders be fully aware of the plans if this strategy is 
used. Producers must also consider basis as the value 
of the cattle they sell will not perfectly match futures 
prices. 
   Options on futures contracts provide an opportunity 
to have some downside protection, but also keep the 
ability to capitalize on rising prices. For example, if the 
August CME© feeder cattle futures contract were 
trading at $180 per cwt, the producer might buy a put 
option with a strike price of $174. The put option 
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gives the 
producer the right to sell August futures at $174, 
which means their option will increase in value as the 
market falls. They will pay a premium for this right, 
which becomes an additional cost. They must also self
-insure the first $6 per cwt drop in the market (the 
difference between the futures price and the strike 
price on the put). If feeder cattle prices continue to 
rise, the producer can benefit by selling their cattle on 
the stronger market and the only expense is what 
was paid in premium. Much like hedging through the 
sale of a futures contract, basis must also be 
considered with an option strategy as the strike price 
is based on the futures market. 
   An additional limitation of both futures-based 
strategies (sale of futures and purchasing of options) 
is the 50,000 lb CME© Feeder Cattle contract size. 
The vast majority of Kentucky cattle producers are 
not large enough to utilize futures and options. 
Fortunately, Livestock Risk Protection (LRP) insurance 
provides an opportunity to purchase an insurance 
product very much like a put option, but that can be 
scaled for smaller operations. Additionally, the 
subsidy on LRP has been increased substantially over 
the last couple of years, which makes it much more 
attractive from a premium perspective. 
   LRP is an insurance product that pays an indemnity 
if the CME© Feeder Cattle Index is below a selected 
coverage level on the ending date of the insurance 
policy. The CME© Feeder Cattle Index is used to cash 
settle open CME© Feeder Cattle contracts at 
expiration, so this insurance product is very similar to 
a put option. Consider the option example from 
before for a producer that planned to sell 800 lb 
feeder steers in August. Rather than purchasing an 
August put, that producer could instead purchase LRP 
insurance with a coverage level of $174 per cwt and 
an ending date sometime during the month of 
August. If the CME© Feeder Cattle Index was below 
$174 on the ending date of the policy, they would be 
indemnified for the difference on every lb they 
covered. They must still self-insure the decrease until 
the index reaches $174 and they must also 
understand basis – the policy is indemnified based on 

the CME© Feeder Cattle Index, rather than what they 
sell their cattle for. 
   The table below provides a quick comparison of 
some of the key features of the strategies discussed. 
Forward contracts are the only strategy described 
that do not involve basis risk, as an actual price for 
the cattle can be agreed upon. Potential margin calls 
are an important consideration for producers that 
choose to use short futures positions. Put options and 
LRP insurance both have the advantage of leaving 
potential for upside price gains, although the 
downside protection is not as solid as with forward 
contracts or short futures. Finally, LRP insurance 
offers the best opportunity to scale price protection 
to smaller quantities. While forward contracts could 
be written in any size, they tend to be more available 
for larger volumes. 
   Risk management strategies are very much 
dependent on the risk preferences and financial 
situation of the individual. The purpose of this article 
was largely to point out what is being offered by the 
market and review some price risk management 
strategies that are available. While these markets 
certainly have the potential to go higher, it is very 
likely that attractive pricing opportunities will be 
available for producers looking to establish some 
downside price risk protection this year. Price risk 
management is not about trying to cherry-pick 
market highs as it is sometimes presented. It is about 
strategically managing downside price risk and should 
be part of every producer’s marketing plan.  

Table 1: Quick Comparison of Feeder Cattle Price 
Risk Management Tools 

Burdine, K. "Price Risk Management Tools for Cattle 
Producers." Economic and Policy Update (22):1, Department 
of Agricultural Economics, University of Kentucky, January 
28th, 2022.    

Price Risk: Continued from page 2 
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The Estill County Farmers’ Market will 

have their next meeting on  

Thursday, February 24th at  

6 p.m.  Meeting will be held at the  

Estill County Extension Office, 

 76 Golden Court, Irvine.  

*BQCA Training qualifies as  

CAIP education.  





Don’t fear the Pruner is an excerpt from Madison County Horticulture February Newsletter—Pay Dirt 
Amanda Sears, Madison County Extension Agent for Horticulture, Amanda.sears@uky.edu 

If you have borrowed a soil probe from the Estill County Extension Service,  
please return as soon as possible. A few have been loaned out to local  

residents and have yet to be returned. 
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