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Goal/objective of farming?

Effect of Increased Input Prices on

Rental Arrangements . . "
Kevin’s assumption of your objective...

Kevin C. Dhuyvetter
K-State Ag Economics
kcd@ksu.edu
785-532-3527

* Long-run profit maximization of crop enterprise
(recognizing long-run and short-run trade-offs exist)

* Objective of leasing arrangement
— Maximize returns to crop enterprise
— Share returns of crop enterprise appropriately
— Provides correct “signals” for optimal farming

.
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» Theterms of your lease should not interfere

with farming in a way that is optimal
(i.e., profit maximization)

Thurs:

Al
Length of cropland leases ...

KAS Crop Reporting Districts

* Producers in Kansas rely heavily upon rented land in .
. . Region Years rented 0
their operations
Northwest (10) 17.6 é(L
Producers using some rented land ... Percent of crop acres rented ... 0
Lo Lo West Central (20) 21.0 o
Q__
o Southwest (30) 20.0 (L[]
o North Central (40) 16.9 l
Central (50) 17.2 Producers tend to lease

from the same landowner

South Central (60 155 ;
{5 5w s W % AR S e foralong time.
Northeast (70) 17.2 ) )
0% ke 0% ke Long-term relationships
1973 1977 1981 1985 1989 1993 1997 2001 2005 2009 1973 1977 1981 1985 1989 1993 1997 2001 2005 2009 East Central 80 18.8
Source: KFMA database (farms with at least 100 acres of crop land) Source: KFMA database (farms with at least 100 acres of crop land) ( ) can be gOOd or bad
— . Southeast (90 15.6
Almost everybody rents land... ... and they rent the majority of their acres. ( )
State 17.8

The result is that the market for rented land is very competitive, and
thus our lease arrangements need to reflect market conditions.

Source: Schegel and Tsoodle -- 2007 KAS/KSU survey (2006 data)
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B nstitute 4p Basic Lease Types

e Crop-share

— Landowner shares in annual revenues and
typically in certain annual costs

e Cash rent

— Landowner gets a fixed annual cash payment
for the use of their land

« Numerous variants around these two

Agronomy

R nstitute 4 Percentage of leases by type of lease

Region Cash Share Other
Northwest 36.3% 59.8% 3.9%
West Central 24.3 71.7 4.0
Southwest 16.5 75.5 8.0
North Central 34.9 60.5 4.6
Central 30.9 64.6 4.5
South Central 21.0 76.4 2.6
Northeast 38.8 53.5 7.7
East Central 36.0 54.3 9.6
Southeast 36.2 58.9 4.9
State 30.5 63.9 5.6

Source: Schlegel and Tsoodle -- 2007 KAS/KSU survey (2006 data)
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R nstitute 4 Lease types are changing over time...

Percent of leases that are crop share Percent of leases that are cash
100 100
[J 1990 [ 2002 [l 2006 [J 1999 [ 2002 [l 2006
80 |—— 80
. 60 _ 60
g g
s ]
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) ) E‘Hﬂ]jﬂﬂ
0 0
NW WC SW NC C SC NE EC SE State NW WC SW NC C SC NE EC SE State
Region Region

Source: KSU and KS Ag Stat — Non-Irrigated Farm Lease Arrangement Surveys

Crop share continues to be the most prevalent, but the trend has been
a shift from crop share arrangements towards more cash rent leases.

Questions to ask:
1) What factors have been behind this trend?

2) Do we expect this to continue in the future?

A .
Determining the terms of a lease...

How are cash lease rates or the terms
of crop share leases established?
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g Determining the terms of a lease...

Landowners and tenants in Kansas often
claim to want a crop share or cash lease
rate that is “fair” to both parties.

Agronomy

—aeys  Economist’s definition of “FAIR” ...

A -
Determining the terms of a crop lease...

 How are cash lease rates or the terms of crop
share leases established?
— Short answer is “the market”

 While landowners and tenants (i.e., the market)
ultimately determine terms of crop share and
cash leases, we use the eguitable concept to
arrive at a starting point for negotiations — and
to better understand the market.

11

22 Institute 4
Principles embodied in an equitable lease ...
* Profit maximization (MR=MC)
* Economic profits (expected profit = 0)
* Opportunity costs
* Risk across lease types

* Equal rates of return on annual investment
(if economic profit =0, then rate of return = 0)

12




A . - A .
WM Equitable vs. traditional share rent... N \arket established rates. ..
Equitable: Income is shared in the same * Land Use Value Project of the KSU Ag Econ
proportion as the contribution of total inputs. Dept annually conducts one of four surveys
(irrigated, non-irrigated, pasture, input costs)
Traditional: Income and shared expenses (if « Kansas Agricultural Statistics (KAS) annually
any) are shared in the same proportion as surveys landowners and producers regarding
what has been done in the past. Share rent land values and cash rents
based on tradition may, or may not, be
equitable. » Local and regional surveys of leasing practices
N . _ » With surveys there is often a trade-off between
Traditional = Equitable in the long-run statistical validity and level of aggregation
14
Agronomy Mark . Kansas county-level non-irrigated
Ay Market going rate... crop cash rents...
Southeast Kansas Cash Rent
48 20
=@- Pasture =@~ Crop
46 19
) 44 18 o
9\‘; 42 // 17 y\%
o
8 40 N 16 5 s
5 g ot — % | :
O 38 15 ,..‘,r' e ol
36N 14 | .:':ﬂ N o e
34— : : : : 13 Based on KAS state average reported yalue for 2009 ($46.50)
1999 2001 2003 2005 2007 (county-level survey in August of 2009 data ilable in April of 2010)
2000 2002 2004 2006 2008 Acreage-weighted average of counties
Source: Kansas Agricultural Statistics (2009 is K-State estimate) 5 equals $46.04 (KSU estimate of SE CRD) 6
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g™ Crop share leases in SE KS... B institute 4

Table 13. Southeast-90 Nonirrigated Crop-Share Arrangements
Landlord's Percent of Crop Received (or of Costs Paid)* A g O O d c ro p S h are I eas e S h O u | d fo | | OW
Crop 33% Share 40% Share 50% Share Other % Share f H H H H
TS ive basic principles
Wheat (43 Leases 43 0 0 0 e
% of Total Leases in Lease Arrangement 100.0% No No No
% of Leases Shar!ng FertlIAlz‘er Costs 79.1% Responses Responses Responses 1 Yleld II’leeaSIng |nputS ShOU |d be Shared
% of Leases Sharing Herbicide Costs 46.5%
% of Leases Sharing Insecticide Costs 34.9%
Corn (36 Leases) 32 2 1 1 -
% of Total Leases in Lease Arrangement 88.8% 5.6% 2.8% 2.8% 2 Share arrangements Shou |d be re evaluated aS
% of Leases Sharing Fertilizer Costs 87.5% 100.0% 100.0% 100.0% technolo gyc han ges
% of Leases Sharing Herbicide Costs 25.0% 50.0% 100.0% 100.0%
% of Leases Sharing Insecticide Costs 21.9% 100.0% 100.0% 100.0%
Sl L e g 0 0 0 3. Total returns divided in same proportion as
% of Total Leases in Lease Arrangement 100.0% No No No ;
% of Leases Sharing Fertilizer Costs 85.7% Responses Responses Responses resources contri buted
% of Leases Sharing Herbicide Costs 42.9%
% of Leases Sharing Insecticide Costs kel [ s e
Multiple Crops (23 Leases) 21 1 1 0 4. Compensation for unused long-term
% of Total Leases in Lease Arrangement 91.4% 4.3% 4.3% No . . .
% of Leases Sharing Fertilizer Costs 85.7% 100.0% 100.0% Responses | nvest m entS at tel'm n atl O n
% of Leases Sharing Herbicide Costs 81.0% 100.0% 100.0%
% of Leases Sharing Insecticide Costs 57.1% 100.0% 100.0%

5. Good landlord/tenant communications

* The percentages calculated in this table represent the percent of landlords sharing the same percent of costs as they share of
the crop. For example, 79.1% of landlords receiving 33% of the wheat crop paid 33% of fertilizer expenses.

Source: Schlegel and Tsoodle -- 2007 KAS/KSU survey (2006 data) 17 18

Agronomy . -
Principle #1

Yield increasing inputs should be shared Technology may affect share arrangements

Examples of technological change

Examples of vield increasing inputs

- P * Reduced-/no-till
* Fertilizer y X
S P * New crops and/or rotations
 Irrigation water y*
» Center pivot irrigation
e Seed ?7?? :

. Herbicides ??2? » Hybrid seed

* Bio-technology

* Precision agriculture (GPS)

20
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g Impact of new technologies ...

* Why do people adopt new technologies?

* What happens as “new” technologies become
common practice?

* How does this impact relative contributions?

Agronomy
> Institute 4

If the goal is to have an “equitable” lease ...

... then crops should be divided in the same
proportion that inputs are provided, regardless
of whether or not a particular cost is shared or
not.

What is most important is communication.

Agronomy
2 Institute A
Impact of adopting technologies that
increase returns (either higher yields or lower costs)...

... “profit” associated with new technology is
bid out of the market over time.

.. as profit is bid out of the market (typically
through higher land costs), relative
contributions change.

.. equitable lease is “dynamic” as market
adjusts to new technologies.

Agronomy
22 Institute 4

Adoption of new technologies ...

.. tends to cause problems because traditional
arrangements or rules-of-thumb are often not
appropriate.

.. should not be a problem if we follow basic
principles of a good lease.

.. if problems persist as to what is equitable,
can lead to alternative leasing arrangements
(e.g., cash lease).
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Returns divided in same proportion as
resources contributed.

Principle #3

This requires annual contributions of
both parties to be identified
(budgeting type approach).

Base input values on expectations
consistent with the time-frame of the

lease (if expectations end up being
significantly off, be willing to make
adjustments).

25
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Land contribution ...

> Institute 4

The land contribution has typically been based on
an “average market value” for the land along with an
historical average return to land.

Rent-to-Value Ratio, Non-irrigated Cropland

7.0%

State avg = 5.2%
—
NC avg =5.7%

6.5%—

-
6.0% SC avg =4.7%

—r—
5.5%

As cash leases 5.0%-
become more 4.5%
common, the land
contribution can
be set equal to
the cash rent.

4.0%

3.5% T T T T T T T T T T
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Source: Kansas Agricultural Statistics

26

Al . . .
Machinery contributions ...

Machinery contribution should be based on average
costs. Two methods for estimating the machinery
contribution:

1. Machinery investment approach - annual
contribution is based on depreciation, interest,
repairs, fuel and oil, and labor.

2. Custom rates approach - annual contribution is
based on reported custom rates and the typical
operations.

27

Crop production input contributions ...

The value of contributions for input expenses
such as seed, herbicides, insecticides, fertilizer,
etc. are generally valued at current market prices
and represent “typical” production practices.

How do we deal with input prices if they deviate
significantly from historical averages (e.g.,
fertilizer, fuel)?

28
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> Institute PrinCiple #3

Returns divided in same proportion as

resources contributed. S Total costs
Shared Equitably
S shared inputs
contributions | > are shared
($$9) 1/3-2/3
Annual contributions (i.e., costs) ) Total non-
identified through budgets N\ shared costs
A
s ~
Determine

relative

> contributions
of non-shared

costs (e.g.,

1/3 - 2/3)

Shared

contributions
($$%)

Agronomy

> Institute 4 PrinCip|e HA4

Compensation for unused long-term
investments at lease termination.

It is generally recommended that landowners
make long-term investments such as terraces,
irrigation well, lime, alfalfa seed, etc.

If the tenant pays for long-term investments, or
shares their cost, he should be compensated for
his share of any value that remains when the
lease is terminated

Lime, soil fertility (P), alfalfa stands, even no-till soil building (organic matter) 30

Agronomy . i
Principle #5

Good communications between the
landlord and the tenant.

Because so many of the terms of a lease are based
on negotiation between the landowner and the
tenant, good communications are critical.

A lease is a legal contract in Kansas, thus it is
suggested that terms of the lease agreed upon by
both parties be put in writing. This becomes more
important as the complexity of leases increases —
or as the volatility of crop and input prices
increases.

Al
Tests of a good crop share lease ...

* Areyield increasing inputs shared?

* Does it have flexibility to deal with change?

* Does it promote optimal management?

* Isincome shared in same % as contributions?
* |s it written?

e Will it be reviewed periodically?

— Keep the automatic rollover clauses out!

* Do all parties agree that lease is “fair”?

32
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KSU-Lease.xls

* A what-if spreadsheet to analyze rents
* Delineates relative contributions
* Allows considering cash vs. crop-share
— Can deal with arisk premium
» Very flexible; can handle
— Net share leases

— Fixed bushel rents
— Cash transfers
* Important purpose is to allow people to move

beyond traditional leases when they need to
change (and to analyze impact of cash rent)

33

Using “KSU-Lease.xIs” to determine

Agronomy

ClBIF™] equitable crop share and cash leases...

Information/data required:

1. Crop rotation/mix

. Income information
. Production inputs

. Machinery costs

. Land value

O WDN

. Irrigation equipment

\]

. Contributor of input

8. Risk adjustment

34

A -
Level of complexity...

 KSU-Lease is extremely flexible and can be used to
generate leases with terms that are quite simple to
extremely complex

* For example equitable percentages for ...
-- net share lease (i.e., no inputs shared)
-- fertilizer shared equitably (i.e., same % as income)

-- fertilizer shared equitably, herbicides shared in some
other proportion

-- different inputs shared differently for each crop

-- combination of crop share and cash rent

35

B Microsoft Excel - KSLI Lease, xis
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3 KSU Lease.xls — Asp program to

4 erop share and cash lease rental arrangements.

3 — ersion = 130,10
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T IMPUTS vs CALCULATEDR VALVES
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12

13 DESCRIPTICH OF INPUTS

14 The paper titled KSU-Lsase.pdf serves a8 & "users guide” and provedes a beiel oveniew of this spreadshast. Also,
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= OMPANION PUBLICATIONS
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n leasing altemstives.
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Projected crop budgets are available on

Farm Management | FM Guides | Nonirrigated Crops)

AEEF"] agmanager.info (serve as a good starting point)

[ | scorch Aghanger

Non-irrigated Crops

Western ‘_S g

Central

Grain Sorghum MF-504 | MF-5TS
Farage Sceghum Silage | | mess |
Soybeans MF-2366 | MF-2156
Double Crop Soybeans | [ wezmr |
Com MF-2150 | MF-215T
Rt — !
Sunflower ME-887

Double Crop Sunflower | | ME-2145 |
Canala MF-2421
Cana Hay | MF-397 | |
Alfalfa 2187 MF-383
con T e
Brome Hay ME-2143
Fascue Hay | mE2148

North

- Northeast
Central

Southeast |Southwest

:

Excel Version of Crop Budgets E

I micrensit Excal
T R T

D3] pe ES Wew et Fomet ok Dea Windw b AdePOR
Al - &

A l] [= - I F G H I G

1
2z | CROP EUDGETS SHOWING TOTAL COSTS AND RETURNS
3
4 CropiSystem T Wheat Sorghum Soybean DCSE Comn Total Per Per
5| Planted acres of each crop i 400 10.0 2607 360 26.0 1360 Acre Acre

pes=p> Tillable acres per planted acre ] 1.00 1.00 1.00 0.00 100 1000  Planted  Tillable
i

f==p> [NCOME PER ACRE
a A ield per acre 400 T80 350 200 100.0 - - -
10 B. Price per unit ‘ 2447 $3.08 5853 $8.53 §353 $0.00 e e
11 C. Met government payments $11.39 7 11387 1139 $0.00 " $11.39 #1138 838 $1139
12 D Indemnity payments £0.00 $0.00 $0.00 $0.00 £0.00 S0 £0.00 $0.00
13| E. Mizcellansous incoms $0.00 $0.00 $0.00 $0.00 $0.00 50 $0.00 $0.00
14 F.Returnslacre ([AxB)+C+D +E) $190.19 $24238 $309.84 517060 §364.3% $33031 $24288 $330.31
15
16 COSTS PER ACRE b
17| 1. Seed TOH1T0 148 $42.30 $4980  §4848 46T $3436 #4671
18 | 2. Herbicide ] 360 3334 872 972 36.65 1487 1461 1887
12| 3. Insecticide | Fungicids i 2336 486 0.00 0.00 nze 990 728 990
20 4. Fertilizer and Lime 1 5742 5226 23 18.60 5247 5581 4104 5581
21 §. Crop Consulting 0.00 0.00 0.00 0.00 000 o 0.00 0.00
pr] 6. Crop Insurance 0.00 0.00 0.00 0.00 0,00 o 0.00 0.00
23| 7. Drying 1 0.00 0.00 0.00 0.00 0.00 0 0.00 0.00
24| £. Miscellaneous 700" 7007 T.00 681 T.00 945 695 945
25| 9. Machinery Expense 1 T0B4 10266 T9.72 62.24 118.45 10,695 T8 G4 10696
26 | 10. Mon-machinery Labor b 754 1082 818 533 1261 1123 826 123
27 11. Irrigation h 0.00 0.00 0.00 0.00 0.00 1] 0.00 0.00
28 12. Land Charge | Rent 1 50.00 50.00 50.00 0.00 S0.00 5,000 3676 50.00
29 | G.SUB TOTAL $231.45 27083 S22BA6 $14Z30  $32593 $30902 22788 $30992
30 13. Interest on 1i2 Monland Costs 583 T8 550 8 828 .09 828
31 H.TOTAL COSTS $23729  $28289 $233.76  $14692  §$33466 §31.820  $23397 $318.20

'H |. RETURNS OVER COSTS (F - H} ($47.10) (54050}  §76.19 $23.68 $29.73 121 $8.91 $1Z.n
33 . TOTAL COSTSIUMIT (HIA) $5.93 $377 $8.68 §7.35 §3.35 -
M| K. RETURN TO TOTAL COST [H13)/G ATE3%W  A2.12%  3684% 19.89% 1180% 3B1% 381% 3.81%
35
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B Microsoft Excel - KSU Lease

ol Z o418

M|
73

a5 91 x 0.240
46| ITEM Wheat Sorghum Soybean = $21.84 /ac
47, Seading rate (Ibs, seads, stc)
48 Seed price, $lunit 9 $0.13 + 0x0.440
4% Fartilizer: i +32% 0430
50 8200 0 75 0 o
M (dryiliquid) 62 o 0 Q U 30430 e +27 x 0.500
P # kil 30 0 32 $0.430 fb
K 27 35 30 20 27 $0500 I  +333x0.01
Lime 333 333 333 0 33 $0.010 b $52.47/ac
55 Herbicide :
56 Finesse 0.2 $18.00 foz
37| + Surfactant $1.00 jac
58| Spirit 1 $12.60 foz
5% Bicep Il Magnum 2 23 $10.50 iqt
&0 | Buctril + Atrazine 2 $6.17 ipt
(3] Glyphosate " 64" 84 $0.12 foz
62 + Ammanium Sulfate i 6" 6 $0.34 flbo
63 | Roundup Weather Max $0.52 oz
ZN) Glyphosate $0.12 foz
65 | W $0.12 joz
66 | Insecticide | Fungicide
&7 Headline B §2.92 oz
68 Warrior 25 $1.94 oz
69 Pounce 0.32 $0.86 loz
70| xHK
71| Irrigation water. incheslacre $4.50' fin
72| Irrigation repairs, $iacre-inch $0.33 fin
73 Drying cost. $lunit (bu. cwt, etc) $0.00 $0.00 $0.00 $0.00 $0.00

T W [nlrum £ Lease budgets JPlexl /e I energy costs { Notes
iDpwes p | Mgposhepes= N w [0 o) ol G (B Gl | Sre e B e

oy

12:56 PM 0113010

I micreasii Excal
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1

2z | CROP EUDGETS SHOWING TOTAL COSTS AND RETURNS Link to KSU Farm Man

3

4 CropiSystem T Wheat Sorghum Soybean DCSE Comn Total Per Per
5| Planted acres of each crop i 400 10.0 2607 360 26.0 1360 Acre Acre
6| Tillable acres per planted acre ] 1.00 1.00 1.00 0.00 100 1000  Planted  Tillable
T

4 INCOME PER ACRE

a A ield per acre 400 T80 350 200 100.0 - - -
10 B. Price per unit ‘ 2447 $3.08 5853 $8.53 §353 $0.00 - - e
11 C. Met government payments $11.39 7 11387 1139 $0.00 " $11.39 #1138 838 $1139
12 D Indemnity payments £0.00 $0.00 $0.00 $0.00 £0.00 S0 £0.00 $0.00
13| E. Mizcellansous incoms $0.00 $0.00 $0.00 $0.00 $0.00 50 $0.00 $0.00
iz F.Returnslacre ((Ax B)+C+D +E) $180.18 3524239 330834 $170.60 $364.39 $33001 $24288  $330.31
15

16 COSTS PER ACRE 1

17| 1. Seed TOH1T0 148 $42.30 46T $3436 #4671
18 | 2. Herbicide ] 360 3334 872 1487 1461 1887
12| 3. Insecticide | Fungicids i 2336 486 0.00 990 728 990
20 4. Fertilizer and Lime 1 5742 5226 23 5581 4104 5581
21 §. Crop Consulting 0.00 0.00 0.00 o 0.00 0.00
pr] 6. Crop Insurance 0.00 0.00 0.00 o 0.00 0.00
23| 7. Drying 1 0.00 0.00 0.00 0 0.00 0.00
2 8. Miscellangous T00©T TO0T  T00 45 6.95 45
25| 9. Machinery Expense 1 T0B4 10266 T9.72 10,695 T8 G4 10696
26 | 10. Mon-machinery Labor b 754 1082 818 1123 826 123
27 11. Irrigation h 0.00 0.00 0.00 1] 0.00 0.00
28 12. Land Charge | Rent 1 50.00 50.00 50.00 L 5,000 3676 50.00
29 | G.SUB TOTAL $231.45 27083 S22BA6 $14Z30  $32593 $30902 22788 $30992
30 13. Interest on 1i2 Monland Costs 583 T8 550 482 873 828 .09 828
31 H.TOTAL COSTS $23729  $28289 $233.76  $14692  §$33466 §31.820  $23397 $318.20
32| |. RETURNS OVER COSTS (F - H} ($47.10) (54050}  §76.19 $23.68 $29.73 $1.211 $8.81 $1Z.n
33 . TOTAL COSTSIUMIT (HIA) $5.93 $377 $8.68 §7.35 §3.35 -
M| K. RETURN TO TOTAL COST [H13)/G ATE3%W  A2.12%  3684% 19.89% 1180% 3B1% 381% 3.81%
35
W 4 v wl nif §Crop badgets, A Lease budgats fFex) fFexs I enengy costs { Notas |6
doms o w'—Fl:Ilw- SOo Ao @ > d-A-snsadl
Ready L)




BT Micresof1 Excel - KSU Lease. (SE KS).xls
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BT Micresof1 Excel - KSU Lease. (SE KS).xls
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ATE - =
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TABLE 2. Machinery and Land Resources Used for Budgets
ITEM ‘Wheat h Soybean OC SB Corn Shunit
DrllliPlant, $lacre §$10.656 §11.83 §12.38 $13.63 §12.02 $0.00
Tillage and Chamical Applications:
Chissl 0 o 1 0 1 " $1076 fac
Disk 1 1 0 0 1 " $86T lac
Field cultivate ] 1 1 0 1 " 860 lac
Cultivate with sidedress 0 0 0 (i o T $8.09 jac
Anhydrous application o 1 0 Q9 1 T $9.80 lac
Fertilizer application 2 1 1 ] 1 " 8477 jac Non-machinery
Herbicide application 1 2 2 2 2 " $482 la¢ costs have been
Insacticidefungicide application 1 1 o 0 1 " $487 Jac estimated to be
Harvest
Base charge, $lacre $2081  $2210  $2544  $2544  $2549 10-13% of total
Charge for high yields, $iunit $0.202 $0.208 §0.198 $0.198 $0.195 machinery costs
High yleld | 35 26 2% ] for non-irrigated
Hauling. Siunit $0.190 $0.120 $0.182 $0.182 $0.176 / crops in Kansas.
Mon-machinery labor, hrlacre 058 [+F:1 ] 083 o4 0e7 $13.00 fhr
Irrigation labor, hriacre 0.00 0.00 0.00 0.00 0.00 $1300 thr | and “cost” is
Average land value, Sfacre 1A 50 s50 80 550 $50 <— often determined
Annual return to land, % 1A 1000%  Dased on what
Interest on capital, % 75% “works” in the
Investment, § Salvage budget.
Irrigation Equipment Total Siwetac Years value, %
Well, pump and gearhead value 50 nla 25
Power unit and meter $0 nia T 0% M
Irrigation systerm $0 nla 20 0%
4 Up to three price
Prics scermros ta consider Whast Sorghum Soybesn [0 8B Lo Use (Y=1.N%0) scenarios can
MF-1013 shart run S48l $387 $886 $8.86 5368 0
Forward bids (1-29-10 — SEK) $430  s287  s83 seM 342 0 <= Deentered,
Forward bids (10.day avg - SEK) $447  $308 3853 1 Pick” one or
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CROP BUDGETS SHOWING TOTAL COSTS AND RETURNS Link to KSU Farm Management Guides (crop budg
Crop/System Wheat Sorghum Soybean DCSB Corn Tatal Per Per
Planted acres of each crop ' 400 10.0 2507 36.0 250 136.0 Acre Acre
Tillable acres par planted acre y 1.00 1.00 1.00 0.00 100 1000 Planted  Tillable
INCOME PER ACRE 3 .
A, Yield per acre Ano I50. 350 Prices reflect current
E.Price per unit $4.47 $3.08 58,53 $0.00 ) €= bids (had a“1” been
C. Met government payments 11.38 1138 #1138 0.00 11.39 $1.1 entered in all three
D. Indemnity payments $0.00 $0.00 $0.00 $0.00 §0.00
E. Mizcellaneous income $0.00 $0.00 $0.00 $0.00 £0.00 rows, lhleV;/rt])ult(rj] be an
F.Retumslacre (AxB)+C+D +E)  $120.12 $24239 $309.24 $17080 $364.39 saag average of the three).
COSTS PER ACRE 1
1.Seed TOS170 §1481 $4230 $49.60  $48.48 $4571  $3d35 4671
2. Herbicide 3 360 3334 a.72 972 36.65 1887 1461 19.87
3. Inzecticide | Fungicids Y 2338 485 0.00 0.00 0.28 990 728 9.90
4_Fertilizer and Lime Y BT42 5226 31.23 18.80 5247 5581 4104 55.81
5. Crop Consulting 0.00 0.00 0.00 0.00 0.00 0 0.00 .00
&. Crop Insurance 0.00 0.00 0.00 0.00 0.00 1] 0.00 0.00
7. Drying 0.00 0.00 0.00 0.00 0.00 0 0.00 0.00
8. Miscellaneous Jo0"  TO0"  TO0 681 7.00 945 6.95 9.45
9. Machinery Expenge T 7084 10286 TOT2 5224 11845 10,695 764 10695
10. Mon-machinery Labor b 754 1092 8.19 533 1251 1,123 826 1123
11. Iirigation 1 0.00 .00 0.00 000 0.00 0 0.00 0.00
12. Land Charge | Rent 50.00 50.00 50.00 0.00 50.00 5.000 36.76 50.00
G. SUB TOTAL $23145 $27583 $22816  $14230 $32693 $30992 $22788  $30952
13. Interest on 172 Monland Costs 583 7.06 558 462 873 828 6.09 828
H. TOTAL COSTS $23720 $28280 423375  $146.92 $33486 $31,820 423397  $318.20
| RETURMNS OVER COSTS (F - H) (547.10) (54050} $7618 42388 42973 $1.211 891 $1211
. TOTAL COSTSIUNIT (HIA) $6.93 8377 $5.68 $7.35 §3.3% - - -
| K. RETURNTO TOTAL COST (#13)iG _ -1783% -12.12% 35.84%  1989%  11.80% 381%  381% _ 381%
35
26| M. Breakeven price {wl base crop) £447 §2.909 $5.01 4090 $2.76 nia 3
W4 ¥ W dntr ) Crop badgets | Shans [ Laawn budgets (Feul | Ao i enotay costs. { Hates / == grenspn I > )
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L: Averags landownar, Southaast S, 5559876543 . 013010
Oparator ==s===s===ssssssssp Average farmer, Southeast K8, 585-123-456T7 1:18PM
Basis for equitable share calculations: For the entire rotation (L4 = 0), Crop-by-crop (L4 =1} L4 ==> o —
OPERATOR'S share of production inputs (snter -100% If equitably shared)
CropiSystem Wheat Sorghum Soybean DCSB Com Total
Flanted acres 400 100 5.0 360 260 1360
Sesd 100% 100% ~100% 1005 -100%
Fertilizer: Print
8200 -100% -100% -100% -100% -100% operator's
N (dryfliquid) ~A00% =100% ~100% 10096 =100% shai
P ~100% ~100% -100% ~100% ~A00%
K 100% A00% -A00% 100% A00% f
Lime 0% 0% 0% % 0% Entering a number
Herbicide between 0-100% (or a
Finesse -100% - 0,
+ Surfactant -100% 100 /0) by CI'O.p and
Spirit 100% by input provides
Bicep Il Magnum A00% A00% flexibility to handle
Buetril + Atrazine -100% f H
Glyphosats 400%  100% most any situation.
+ Ammonium Sulfate ~100% =100%
Roundup Weather Max
Glyphosate
xKX
Insecticlde | Fungicide
Headline A00%
Warrior -100%
Pounce -100%
31 EEE
2| Crop consulting 100% 100% 100% 100% 100%
33| Crop insurance A00% A00% A00% ~100% A00%
e Dirying cost =100%% =100%: ~100% =100% =100%:
35 Operator's equitable share (05%) 58.9% 66.3% 59.7% a7 5% B6.8% B8.5%
36
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Crop/System ‘Wheat Sorghum Soybean DC sB Com - Total
Planted acres 40.0 10.0 25.0 360 250 - 136.0
OPERATOR'S share of hinery, laber, irrigation, and land {enter -100% if shared equitably}
DrilliPlant 100% 100% 100% 100%: 100%
Tillage and Chamical Applications:
Chisel 100% 100% 100% 100% 100% . . R
Disk w00% o0% 10w 00w toow VVhat is theinterpretation
Field eultivate 100% 100% 100% 100% 100% i
Cultivate with sidedress 100% 100% 100% 100% 100% Of InpUtS and CaICUIated
Anhydrous application A00%  100% 100%  100%  4100% share in this exam p le?
Fartilizer application -100%: 100% -100% 100%: ~100%
Herbicide application =A00% =100% ~A00% =100% =100%
Insecticidefungicide application 100% -100% -100% 100% -100%
Harvest
Harvest 100% 100% 100% 100% 100%
Hauling 100% 100% 100% 100% 100% ImpaCt on Shares from
Miscellaneous B0% 80% B0% 80% B0% Changlng
Nen-machinery labor 100% 100% 100% 100% 100% fertilizer pl’iCESr)
Irrigation expenses
Labor 100% 100% 100% 100% 100% i il
Fuel and oil 100% 100%: 100% 100% 100% Seed pI'ICES :
Repair and maintenance 100% 100%,: 100% 100% 100% P . )
Irrigation investment herbicide prices
Well, pump and gearhead %% 0% 0% o 0%
Matar 0% 0% 0% 0% 0% i i 2
S i Yo e e e o diesel fuel prices®
Land 0% 0% 0% 0% 0%
Cash payment to landowner, $lacre $0.00 $0.00 $0.00 $0.00 $0.00 $0
Operater's equitable share (05%) B2.9% 66.3% B9.T% 97 5% 56.8% 55.5%
71 Landowner's squitable share (LS%) A% 3BI%  A0I%  25%  332% 335% €
-
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2 CROP BUDGETS SHOWING TOTAL COSTS AND RETURNS s : | CROP BUDGETS SHOWING TOTAL COSTS AND RETURNS
3
4 CropiSystem Wheat Sorghum Soybean DG SB Corn Total Per Per CroplSystem _ Wheat Sorghum Soybean — DCSB Corn Total Per Per
5 Planted acres of each crop b 400 10.0 260" 360 25.0 1360 Acre Acre Planted acres of each crop : 400 10.0 25.0 36.0 25.0 1360 Acre Acre
& Tillable acres per planted acre i 1.00 1.00 1.00 0.00 1.00 1000 Planted _ Tillable Tillable acres per planted acre 1.00 1.00 1.00 0.00 100 1000 Planted  Tillable
7
[] INCOME PER ACRE 1 INCOME PER ACRE
9 A, Yield per acre 400 760 360 200 1000 = a = A Yield per acre 40.0 75.0 350 200 100.0 - - o
10| B.Price per unit ]os44T  $308 $853 5853 5353 5000 - - - B. Price per unit T %447 308 6853 4853 353 $0.00 - - -
1] C. et government payments $1139 7 38" 1139 5000 © $11.39 $1,139 838 §11.39 C. Met government payments $1139 ° $1139 ° $11.39 $000 © $11.39 §1,139 $838  $11.39
1z D. Indemnity payments $0.00 $0.00 $0.00 $0.00 $0.00 50 $0.00 $0.00 D. Indemnity payments $0.00 $0.00 $0.00 $0.00 $0.00 $0 $0.00 $0.00
13 E. Mizcellanecus income £0.00 $0.00 $0.00 $0.00 £0.00 $0 £0.00 $0.00 E. Miscellaneous Income $0.00 $0.00 $0.00 $0.00 $0.00 50 $0.00 $0.00
14 F.Returnsiacre ((AxB)+C+D +E) $190.19 $24239 $30994 $17050 $35439 $33031 $24288 $330.31 F.Returnsiacre ({Ax B+ C+D +E) $190.19  $24239  $309.94 $17050 $364.39 $33031  $24288  $330.31
15
16,  COSTSPERACRE 1 i COSTS PER ACRE 1 )
17| 1.Seed Y $1170  $1481  $4230 54960 sasds <+ What happens if corn seed 1.Seed TOS1170 $1481  $4230  $4980 8484 «—— What happens if corn seed
18| 2. Herbicide b 360 3334 872 872 36.65 isi 2. Herbicide 360 3 9.72 972 36.65 e
19 3. Inzecticide | Fungicide T 2338 485 0.00 0.00 0.28 costis increased from 3. Insecticlde | Funglcide 2336 425 0.00 0.00 0.28 cost is increased from
20 4. Fertilizer and Lime T 5742 52.26 3123 1860 5247 $48.48/ac (24K x $2.02/K) to 4. Fartilizer and Lime Y 742 5226 3123 18,60 5247 $48.48/ac (24K x $2.02/K) to
21| 5. Crop Consulting 0.00 0.00 0.00 0.00 0.00 $84.84 (24K x $3.54/K) — all 5. Crop Consulting 0.00 0.00 0.00 0.00 0.00 $84.84 (24K x $3.54/K) — all
22| 6. Crop Insurance 0.00 0.00 0.00 0.00 0.00 else equal? 6. Crop Insurance § 0.00 0.00 0.00 0.00 0.00 else equal?
23 7. Drying 1 0.00 0.00 0.00 0.00 0.00 ’ 7. Drying 0.00 000 000 0.00 0.00 !
2| 8. Miscellansous 7007 700" 70O 6.81 7.00 945 6.95 9.45 8. Miscellaneous i 00T T00 7.00 681 7.00 c f
25 9. Machinery Expenss T 7084 10266 79T 5224 11845 10605 7864 10695 9. Machinery Expense T 7084 10286 7972 5224 11845 orn returns go from
2% 10. Non-machinery Labor 1 754 1092 819 533 1261 1,123 826 1123 10. Nen-machinery Labor 4 754 1082 818 533 1261 +$29.73/ac to -$7.99/ac
27 | 11. lrrigatien 1 0.00 .00 0.00 0.00 0.00 0 0.00 .00 11. Irrigation 3| 0.00 0.00 0.00 0.00 0.00 and returns per tillable
28 12. Land Charge | Rent 1 50.00 50.00 50.00 0.00 50.00 5.000 3676 50.00 12, Land Charge | Rent 50.00 50.00 50.00 0.00 50.00
7| G. SUB TOTAL $231.45 $27683 $22816 $14230 $326.93 $30992 $22788  $30952 G. SUB TOTAL $231.456 $27683 $22816 $14230 536229 acre dro P from $12.11 to
30 13. Interest on 172 Nonland Costs 583 706 558 4852 873 828 609 828 13. Interest on 172 Nonland Costs 583 706 6.59 4562 10.09 $2.68 ($9.43/ac)
Eil H. TOTAL COSTS $237.20 428280 423375  $14892  $33466 $31,820 23397  $31820 H. TOTAL COSTS $237.29 $28289 $23375  $14692 %3
22 |. RETURNS OVER COSTS (F - H) (547.10) (54050) §7619  $2388  $2073 $1.211 8a1 sz . RETURNS OVER COSTS (F - H} (S47.10) (54050} 57819 52368
3 J.TOTAL COSTSIUNIT (HiA) $503  $377  $668  §7.35  $3.35 - - - J. TOTAL COSTSIUNIT (HIA) $593  $3.77 $7.35 x
3 W.RETURNTO TOTAL COST (#13)6  -1783% -12.12% 3584%  19.89%  1180% 381%  381%  381% K.RETURNTO TOTAL COST (#13G  ATB3% -12.12% 3584% 1989%  0S8% 082% 082% 082%
35 &
W4 v n il ) Crop badgets | fhaes 1 Leae buogets 4 Nexl § Mex2 { Lt energy costs g Notes 7 It 3| 36 | M. B base crop) £447 §2.909 $5.01 §4.90 $3.14 nfa -
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L: Averags landownar, Southaast S, 5559876543 . 013010 L: Averags landownar, Southaast S, 5559876543 . 013010
Oparator ==s===s===ssssssssp Average farmer, Southeast K8, 585-123-456T7 1:19PM Oparator ==s===s===ssssssssp Average farmer, Southeast K8, 585-123-456T7 1:41 PM
Basis for equitable share calculations: For the entire rotation (L4 = 0), Crop-by-crop (L4 =1} L4 ==> o Basis for equitable share calculations: For the entire rotation (L4 = 0), Crop-by-crop (L4 =1} L4 ==> o
OPERATOR'S share of production inputs (snter -100% If equitably shared) i OPERATOR'S share of production inputs (snter -100% If equitably shared) i
CropiSystem Wheat Serghum Soybean  DC SB Com - Total Crop/System Wheat Sorghum Soybean DCSB Com - Total
Flanted acres 400 100 5.0 360 260 — 1360 Flanted acres 400 100 5.0 360 260 — 1360
Sesd 100% 100% ~100% 1005 -100% Sesd 100% 100% 100% 100% 100%
Fertilizer: Fertilizer: Print
8200 -100% -100% -100% -100% -100% opel 8200 -100% -100% -100% -100% -100% operator's
N (dryfliquid) ~A00% 1005 ~100% 10096 =100% shai N (dryfliquid) ~A00% 1005 ~100% 10096 =100% shares
P ~100% ~100% -100% ~100% ~A00% P ~100% ~100% -100% ~100% ~A00%
K 400%  -100%  -100%  100%  -100% K 400%  -100%  -100%  100%  -100% If corn and soybean
Lime % 0% 0% % 0% Lime % 0% 0% % 0% seed costs are not
Herbicide Herbicide . B
Finease -100% Finesss -100% shared in this example,
+ Surfactant -100% + Surfactant -100% the equitable lease is
Spirit 100% Spirit 100% 0 0
Bicep Il Magnum 100% 100% Bicep Il Magnum 100% 400% closer to a 75% / 25%.
Buetril + Atrazine -100% Buetril + Atrazing -100%
Glyphosate A00%  -100% Glyphosate A00%  -100% If corn seed cost
+ Ammonium Sulfate ~100% =100% + Ammonium Sulfate ~100% =100% H
Roundup Weather Max Roundup Weather Max increases from $48.48
Glyphosate - Glyphosate to $84.84/ac, the
Insecticde | Fungiid But, if land val - equitable shares
nsecticlde | Fungicide ut, if land values nsecticlde | Fungicide
Headiine A00% . h p | Headiine A00% change from 73.3/26.7
Warrior 100% (i.e., cash rents) do not £ Warrior 100% to 74.4/ 25.6.
30 Pounce -100%, change, the equitable 30 Pounce 100%,
£l XXX . 31 E343
32 Crop consulting 100%  100%  100%  100%  100% share terms remain 32 Crop consulting 100%  100%  100%  100%  100% Would the ter;ns of the
33 Cropinsurance A00%  A00% A00%  100%  -100% unchanged! 33 Cropinsurance A00%  A00%  00%  100%  -100% lease change?
Ead Dirying cost =100%% =100%: ~100% =100% =100%: - Dirying cost =100%% =100%: ~100% =100% =100%:
5 Operator's equitable share [05%%) 589%  66.3%  50.7%  O75%  668% BB 5y G 35 Operator's equitable share [05%) 589%  66.3%  695%  08.7%  T45% 73.3%
36 36
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When thinking about how changing input prices will

impact lease arrangements, we need to ask the :
P . Questions ??77?

following questions...
— Is the input in question already being shared?

Will this impact the use and costs of other inputs?

What affect does this have on overall profitability?

N/
How important is this input to the entire farming operation? M G

— If lease arrangement is not modified, will this change my MANAGER.INFO
farming practices? Kansas State Research & Extension

Answers to these questions will determine if the www.agmanager.info
lease arrangement should be modified.
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