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Background thoughts . ..

* Prices for energy-related inputs are at extremely
high levels (all-time highs in many cases)

* Producers likely cannot do much about the prices
they face, but they need to “understand the
numbers” to make good decisions

* Major crop decisions producers have pertain to
input levels, crop selection, and possibly
negotiating leases on rented land




Historical and forecasted

energy-related input prices
(diesel fuel, fertilizer, natural gas)

Diesel prices are at historically high levels, but appear to
be heading in the right direction...
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Historical and forecasted diesel prices during principal
farming months...

Diesel Fuel Prices

Mar-Oct Diesel Price

Year-to-year percent change

Year SWKS US(EIA) Average SWKS US(EIA) Average
2000 $1.09 $1.04 $1.07 e e

2001 $1.09 $0.98 $1.04 0.6% -6.1% -2.7%
2002 $0.94 $0.88 $0.91 -14.1% -10.0% -12.1%
2003 $1.05 $1.05 $1.05 12.1% 18.6% 15.3%
2004 $1.37 $1.34 $1.36 30.0% 28.4% 29.2%
2005 $2.04 $2.02 $2.03 48.5% 49.9% 49.2%
2006 (F) $1.85 $2.08 $1.96 -9.3% 3.1% -3.1%
05 - Avg(00-04) $0.93 $0.96 $0.94 83.5% 90.2% 86.8%
06 - Avg(00-04) $0.74 $1.02 $0.88 66.4% 96.0% 80.9%

F = forecast

Effect diesel price has on machinery costs per acre based

on fuel consumption...

Fuel Consumption and Diesel Price Impact for Various FHeld Operations

Fuel use Fuel price increase, $/gallon
Operation gallons/acre $0.25 $0.50 $0.75 $1.00 $1.25
Increase in operation cost, $/acre
Chisel plow 0.64 $0.16 $0.32 $0.48 $0.64 $0.80
Field cultivator 0.34 $0.09 $0.17 $0.26 $0.34 $0.43
Tandem disk 0.49 $0.12 $0.25 $0.37 $0.49 $0.61
Min-till planter 0.53 $0.13 $0.27 $0.40 $0.53 $0.66
No-till drill 0.81 $0.20 $0.41 $0.61 $0.81 $1.01
Sprayer 0.11 $0.03 $0.06 $0.08 $0.11 $0.14
Swather-conditioner 0.42 $0.11 $0.21 $0.32 $0.42 $0.53
Round baler 0.77 $0.19 $0.39 $0.58 $0.77 $0.96
Combine--wheat 131 $0.33 $0.66 $0.98 $1.31 $1.64
Combine--soybeans 2.02 $0.51 $1.01 $1.52 $2.02 $2.53
Combine--corn 1.93 $0.48 $0.97 $1.45 $1.93 $2.41

Source: Lazarus and Selley (abbreviated version)




Fuel prices are extremely high, but fuel costs represent one of
the smaller cost categories...

Machinery Costs Per Acre, Kansas, 2001
Source: 182 KFMA Members (Beaton)

Fuel Interest
$9.53 $11.80
11.4% \ 14.2%

Depreciation

Labor
a5
27.9%
& shelter
$3.36
Repairs J 4.0%
$15.25
18.3%
Total: $83.29

Estimated effect diesel price has on machinery costs per
acre based on custom rates...

Fuel Consumption and Diesel Price Impact for Various FHeld Operations

Custom Fuel price increase, $/gallon
Operation rate* $0.25 $0.50 $0.75 $1.00 $1.25
Increase in custom rate, $/acre
Chiseling $7.96 $0.21 $0.42 $0.63 $0.85 $1.06
Field cultivation $6.27 $0.17 $0.33 $0.50 $0.67 $0.83
Disking $6.84 $0.18 $0.36 $0.54 $0.73 $0.91
Min-till planter $10.29 $0.27 $0.55 $0.82 $1.09 $1.37
No-till drill $10.72 $0.28 $0.57 $0.85 $1.14 $1.42
Sprayer $4.03 $0.11 $0.21 $0.32 $0.43 $0.53
Swather-conditioner $8.90 $0.24 $0.47 $0.71 $0.94 $1.18
Round baler $8.03 $0.21 $0.43 $0.64 $0.85 $1.07
Combine--wheat $14.48 $0.38 $0.77 $1.15 $1.54 $1.92
Combine--soybeans $20.06 $0.53 $1.06 $1.60 $2.13 $2.66
Combine--corn $20.09 $0.53 $1.07 $1.60 $2.13 $2.67

* 2004 state average from Kansas Agricultral Statistics (assumes 14.4% of custom rate is fuel costs)

2004 Mar-Oct average price of diesel = $1.36/gallon

Increase in custom rate 2.7% 5.3% 8.0% 10.6%

13.3%




Fuel costs per acre versus diesel prices...

Fuel and Oil Costs for Non-irrigated Farms in KFMA
(Correlation from 2000 to 2004 = 0.975)
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High correlation implies inelastic demand...

Natural gas prices are at historically high levels...

Natural Gas Monthly Prices, Jan 1994 - Nov 2005
(Dec 2005 - Dec 2006 forecasted)
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Historical and forecasted natural gas prices during
principal farming months...

Natural Gas Prices

Mar-Oct Natural Gas Price Year-to-year percent change

Year NYMEX US(EIA) Average NYMEX US(EIA) Average
2000 $4.04 $3.85 $395 0 - e e

2001 $3.69 $3.49 $3.59 -8.6% -9.3% -9.0%
2002 $3.35 $3.12 $3.23 -9.2% -10.7% -10.0%
2003 $5.35 $5.24 $5.30 59.5% 68.2% 63.7%
2004 $5.99 $5.63 $5.81 11.9% 7.5% 9.7%
2005 $8.77 $8.33 $8.55 46.5% 47.8% 47.2%
2006 (F) $10.32 $7.76 $9.04 17.7% -6.8% 5.8%
05 - Avg(00-04) $4.28 $4.06 $4.17 95.5% 95.3% 95.4%
06 - Avg(00-04) $5.84 $3.50 $4.67 130.2% 82.0%  106.7%

F = forecast
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Nitrogen fertilizer prices are at historically high levels...

Fertilizer N Monthly Prices, Jan 1994 - Nov 2005
(Dec 2005 - Dec 2006 forecasted)
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Historical and forecasted fertilizer prices during principal
fertilizing months...

Fertilizer Prices (Corn Belt)

Percent of total 40.0% 17.5% 17.5% 20.0% 5.0% 100.0%

Oct-May Fertilizer Price/lb* Year-to-year
Year NH3 (82%) UAN (32%) Urea (46%) -P- -K- Wtd Avg % change
2000 $0.136 $0.204 $0.205 $0.211 $0.148 $0.175 -
2001 $0.217 $0.305 $0.272 $0.193 $0.148 $0.234 33.2%
2002 $0.141 $0.218 $0.187 $0.201 $0.144 $0.175 -25.3%
2003 $0.195 $0.253 $0.227 $0.209 $0.141 $0.211 20.7%
2004 $0.218 $0.290 $0.262 $0.214 $0.141 $0.234 10.8%
2005 $0.238 $0.356 $0.322 $0.223 $0.174 $0.267 14.4%
2006 (F) $0.330 $0.476 $0.365 $0.224 $0.190 $0.333 24.8%
05 - Avg(00-04) $0.057 $0.103 $0.092 $0.017 $0.029 $0.061 29.9%
06 - Avg(00-04) $0.148 $0.222 $0.134 $0.019 $0.045 $0.128 62.1%
05 / Avg(00-04) 31.2% 40.4% 39.7% 8.3% 20.4% 29.9%
06 / Avg(00-04) 81.7% 87.6% 58.2% 9.0% 31.4% 62.1%

* Oct-Dec of previous year (P = average of 10-34-0 and 18-46-0, K = muriate of potash)
F = forecast

Costs per acre will be up in 2006 for third straight year...

Operating Costs for Non-irrigated Farms in KFMA
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Costs per acre will be up in 2006 for third straight year...

Operating Costs for Irrigated Farms in KFMA
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Fertilizer cost estimates for lowa producers...

ted Fertilizer Cost for an lowa Farm

Com following Soybeans Herbicide Tolerant Soybeans following Corn
§ Acre Unless Noted 2002 2003 2004 2005 2006 2002 2003 2004 2005 2006
Fertilizer Cost $40.56 $50.05 $53.88 §61.53 $7299 §19.98 §20.95 §23.08 #2834 31.2
Fertilzer (§ Bu) 5024 5029 joxn Jo3s 04z 5040 504z 5048 7057 foe2
Fentilizer Percent of Vanable Cost 24% 27% 28% 28% 28% 20% 20% 21% 249 23%
Fertilizer Percent of Total Cost 11% 139 13% 14% 15% 7% 7% 8% 9% 9%
Application Rate (lbs N+POg+Ko0 Acre) 255 255 255 255 255 131 131 131 131 121
hitrogen (Tbs M) 140 140 140 140 140 16 13 & 16 16
from Ammonia 115 15 ns ns 115 0 0 0 1] (4
from DAP 25 25 25 25 25 16 & 13 18 16
Fhosphate (Ibs PoOs from DAF) 65 65 65 65 65 40 40 40 40 40
Fotash (Ibs K70 from MOF) 50 50 50 50 50 75 75 75 75 7
Cost and Use biy Product
Ammonia Pice (§ Ton) B254 1368 387 3429 3550 £254 1368 5387 §429 F550
Ammonia Application (Tons Acre) 0070 Q.070 0070 0070 Qo70 0.000 Q000 [elele) Q.000 0.000
Ammonia Cost (§ Acre) 51774 52571 2703 52997 33842 J000 F0.00 F0.00 F0.00 F0.00
Ammonia Cost (§ Bu) 3010 $0.15 016 Jois 2023 3000 30.00 30.00 3000 £000
DAP Price (¥ Ton) f228 5249 5275 5304 5330 £228 £249 5275 5304 5330
DAP Application (Tons Acre) ao71 Q071 0071 Q071 o7l 0.043 043 2043 Q043 Q043
DAP Cost (8 Acre) Ei6.11 51759 51943 52148 §2332 5291 510.83 F11.96 £1322 51435
DAP Cost (% Bu) 009 Fo.io son 013 0.4 J020 Jo.22 Jo.24 026 029
MOP Price (% Ton) s161 fi62 £i78 £242 270 gigl F162 2178 §242 2270
MOP Application (Tons Acre) 004z 0042 0.042 0.042 ao4z2 0.083 Q083 Q063 0063 0063
MOP Cost (§ Acr) 67! 675 £742 Froos 511.25 E100s 210,13 EIRES %1513 bal-n
MOP Cost (§ Bu) 004 fno4 Fnos 208 3007 s020 3020 jo.z2 030 f034

Source: lowa State University Extersion Sendce and Mosaic.

Fertilizer costs from year-to-year assume no change in application rate
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Production cost estimates for lowa producers...

Estimated Cost of Production for an lowa Farm
Com following Soybeans Herbicide Tolerant Soybeans following Com
$ Acre Unless Noted 2002 2003 2004 2005 2006 2002 2003 2004 2005 2006
Expected Yield (Bu Ace) 170 170 170 170 170 50 50 50 50 50
Variable Machinery (Fuel, il & Repair)* §16.81 $20.29 $21.27 $2651 $43.20 $1139 $1291 $13.27 1708 $2665
Diesel Fuel Cost (8 Gallon) f0.50 S1.05 £l.10 5165 7240 §0.90 8105 sLio 81.65 5240
Seed #2000 $31.80 #3000 $40.20 $42.00 $25.20 331.25 $31.92 $3200 $33.00
Herbicide #21.00 $20.00 £3200 §2200 §32.00 $23.00 $18.68 $1872 £18.00 £18.00
Feriilizer* $40.56 $50.05 §52.88 $61.53 §72.99 $19.98 32095 $23.08 $28.34 $31.22
Grain Drying* $24.08 $24.08 $2833 $3258 $43.90 na na na na na
LP Gas Cost (£ Gallon) $0.85 $0.85 §1Loo ELI15 $1.55 na na na na na
Other $2690 $25.92 $27.13 $22.70 $30.00 $2052 $20.08 $21.69 $2354 $2475
Variable Cost $169.35 18214 §19261 $221.52  $264.09 310009 §10485 §108.68  §11896 $13362
Veriable: Cost (8 Bu) f1.00 .oz 8113 £1.30 F1.55 §200 210 8217 5238 1267
Energy Sensidve Vianable Cost 58145 i9442  pioz4s f12062  §16009 53137 J3486 §3635 J4542 357.87
Energy Sensiiive Vanable Cost (8 Bu) f0.48 056 sasl gazn 5094 Joe3 070 5073 b lel] 518
Rercent of Vanable Cost 48% 52% 549 54% 61% 31% 33% 33% 38% 43%
FPercent of Total Cast 22% 24% 25% 27% 2% 12% 12% 12% 4% 7%
Other Viniable Cost #8750 £8772 $89.13 F10090  flode0 16872 §6999 57233 §7354 37575
Other Vanable Cost (5 Bu) w052 20.52 w52 0,59 3081 .37 E1.40 £1.45 51.47 51.52
Fercent of Vanable Cost 52% 48% 46% 465 399% 69% 67% 67% E2% 57%
Percent of Total Cast 23% 22% 21% 23% 21% 25% 24% 25% 23% 22%
Fied Cost §205.25 $21820  §22592 $22470  §230.32 $170.23 $181.52 $18637 $20706 £212.24
Fed Cost (5 Bu) g1.21 gi2g £1.33 £1.32 5135 5340 J363 3373 14 5424
Total Cost 37460 $40034 341853 4622 §494.4] $27032  $28637 $29505  §32602 $345.86
Total Cost (5 Bu) £2.20 5235 5246 f262 5291 B4 5573 £5.90 J652 s592
*Energy Sansiive Cost
Source: Iows State Unkersity Extension Senica and Wassic.

Fertilizer costs from year-to-year assume no change in application rate

17

K-State Crop Budgets

* Projected budgets — Farm Management Guides
e Actual budgets — KFMA Enterprise Analysis

 Both available on www.agmanager.info

AG

MANAGER.INFO

www.agmanager.info
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Providing Agricultural Economic Information on Crops, Livestock, Marketing an, Microsoft Internet Explorer.
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Decenher 2, 2005 by i Matert

Updated Crop Basis Tool

December 1, 2005 hy Mevin Dirwyvetter

Monthiy NH3 and Diesel Price Forecasts
Movember 30, 2005 by Kevin Dhuy vetisr

In The Cattle Markets

ANowember 28, 2005 by din MottdNC

The U.S. Ethanol Industry
Aowember 26, 2005 hy Divyuetter et al

Livestock Farm Management Update
Aguerrher 18, 2008 Ay Asd Jores

Crop Basis Maps

Mowember 18, 2005, by Hevin D yustter
Livestock Risk Protection

Alowember 17, 2005 by D yvetter and Matert
Grain Qutlook

Movembzr 17, 2008 hy Wike Woolverton
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o Farm Management

~ Energy Prices

* Farm Management Farm management refers to the decisions made by producers, investors, and agricultural businesses to be
* Human Resources as profitable and competitive as possible. Information is provided regarding the factors that affect
 Income Tax & Law profitability and risk including production, marketing, and finance decisions.

~ Livestock & Meat

~ Policy « Farm Income

~ Ag Econ News

~ Contributors

~ Programs

~ Sponsors

~ Upcoming Events
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« Land and Leasing
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« Business Planning
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a Agianager, Farm Management Guides: Nonirrigated Crops - Microsoft Internet Explorer

File  Edit  Wiew
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Nonirrigated Crops

Crop Western gg::::‘al gg:::al Hortheast Southeast Southwest
Wheat IF-903 MF-574 MF-2158  MF-572 IF-932

Grain Sorghum MF-904 MF-575 MF-2153  MF-573 MF-935

Forage Sorghum Silage MF-648

Soybeans MF-2366  MF-2156  MF-2160  MF-570 MIF-994

Double Crop Soybeans MF-2537 F-213 MF-2137 MF-2137

Com MF-2150  MF-2157  MF-2161  MF-571 MFEE3

Corn Silage MF-2364

Sunflower MF-887 ME-2144  MFE-2144

Double Crop Sunflower MF-2145  MF-2145  MF-2145 MWF-2145

Canola IF-2421

Cane Hay MF-957

Alfalfa MF-2367 MF-363 MF-2365  MF-2365 MF-363

Cotton MF-839 MF-939 MF-2565
Brome Hay F-214 MF-2143  MF-2143  MFE-2143 —
Fescue Hay MF-2146  MF-2146  MF-2146  MF2146

In orderto read the PDF documents you will need Adobe Acrabat Reader. Clidkthe on the following icon to downlead the frae sofware Al

f

ops - Microsoft Internet Explorer

File  Edit
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Marketing [/Insurance and Risks|{Projected Budgets|| Production Economics| Other Crop Links
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- Ene?sgyprices Crop Qutiook Frice Risks Irrigated Crops Precision Ag Crop Policy
® Frm Decision Tools [ Archived Publication Decision Tools Decision Tools Other

Help

- B-DE R :Address &) httpsjwon aqmanager.infojercps! v

Home i Crops

~ Human Resources
~ income Tax & Law
~ Livestock & Meat

~ Policy

~ Ag Econ News

~ Contributors

~ Programs

~ Sponsors

~ Upcoming Evenis

This site contains information regarding crop marketing, budgets, and policy issues to assist producers in making
k and lecisi

Marketing

Extension hulletins, newsletters, and market price datahases to assist with crop marketing decisions.

Crop Insurance and Risk
Strategies, newsletters, and decision-making tools to assist farmers with marketing and risk management
decisions.

Projected Budgets

Decision-making tools to help calculate the costs and returns associated with various crops.

Production Economics & Precision Agriculture
Price forecasts, production publications, and decision-making tools to compare the irrigation pumping costs of
various energy sources or the returns of certified and farmersaved seed.

« Links to Other Crop Information =
» Enterprise Summaries
These reports provide detailed information to allow comparison with your own records or your individual KFMA

yearend analysis summary of your farming operation.

o Crop Palicy
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2 Farm Management: Farm Income - Microsoft Internet Explorer,

D Fle Edt  Wiew Favorkes Tooks  Help o
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about contributors  useful links  site map

Home f Farm Management / Farm Income

« Agribusiness Farm Management: Farm Income
~ Croj

~ Enepr;yprices

~ Farm Maragement
~ Human Resources

Research Papers and Presentations

o mamn Ty QUL ~ Kansas Farm Management Association
* Livestock & Meat Executive Summary Whole Farm Analysis  Enterprise Summary
~ Policy Whole-Farm Summary Reoods Livesfork
Frofiflink Analysis Counfy Summaies Nen-ligated Crops
Miscelaneous Summaries lrigated Crops

~ Ag Econ News

© Ceril 2004 Downioad PDF HTML HTML
~ Programs
* Spousors 2003 Downioad PDF HTML HTML

~ Upcoming Events

2002 Download PDF HTML HTML
2001 Download PDF HTIAL HTML
2000 Downicad PDF HTML

Downioad PDF

cTeoREEEI B 2 Microsa... - | fm 3 Windaw... ~ | B Microsoft P

Projected budgets...

 Wheat, corn, milo, soybeans, sunflowers, alfalfa

* NC KS dryland (no-till), western KS irrigated

e Crop prices based on futures market 12/2/05

e Machinery costs — 2004 vs. 2006-fuel-adjusted-rate
* Natural gas — 2000-04 avg vs. projected 2006 value
» Fertilizer — 2000-04 avg vs. projected 2006 values

* Inputs based on KSU Farm Management Guides
except N fertilizer and irrigation =» optimal levels

Focus should be on changes and relative differences
rather than absolute values
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Cost scenarios...

Average Prices

Current Prices

Machinery

2004 custom rates

2004 custom rates
x 110%

Fertilizer
N
P
K

2000-04 avg
$0.21/1b
$0.25/1b
$0.20/lb

2006 forecast
$0.40/Ib (+90%)
$0.31/Ib (+23%)
$0.26/lb (+30%)

Irrigation

2000-04 avg
$3.10/inch

2006 forecast
$6.50/inch (+110%)

25

ryland crops).xls

(5] Fle Edit View Insert Fomat Tooks Data  Window Help  Adobe FDF Type a question forhelp == & X]
AR MERE A= MW= W e R A RN N0 T ORI RO |

A |EB| 5] | D | E | F | G | H | 1 T k] L [ M =l

2 Comparison of Crop Returns with Hitrogen Fertilizer and Irrigation Water at Economic Optimum Levels

[ 3] Crop/System M Wheat Corn  Sorghum  Soybean Sunflower Alfalfa Rotation1 _ Rotationz
5| Percent of rotation ttatal - 100%) N 52% 5% 25% 10% i) 5% 100% 0%
| 7| ield Goal (YG), burac 550 5.0 850 340 1600.0
| & | Enter 0for Dryland or 1for Irrigated 0 0 0 0 0
| 2| Annualrainfall 300 300 30.0 300 30.0
[ 10| organic matter (OM), % 2.00 200 200 2.00 200
| 11| soiltest nitrogren (STH), Ibs/ac 200 200 200 200 20,0
[ 12| other Hadjustments, Ibs/ac 00 0.0 0.0 0.0 0.0
| 13| Hitrogen fertilizer cost, $1b $0.40 $0.20 $0.40 $0.40 $0.40
| 14| irrigation energy cost, $inch $6.50 $6.50 $6.50 $6.50 $6.50
| 15|  KsUrecommended nitrogen, Ibs/ac 920 6.0 7.0 0.0 60.0
| 16| Econ Optimum fertH, Ibs/ac 811 640 625 0.0 515
| 17 | um Irrigation Amount, in 00 0.0 0.0 0.0 0.0 =
[ 12| Yieldat optimal H and I, buiac 536 828 826 30.6 1570.2 =
20| INCOME PER ACRE N
[ 21| A ield per acre 536 828 826 306 1,570.2 35
[ 22| B.Price per unit $3.25 218 $241 $6.45 $0.4183 $71.00 =
[ 23| C.Met government payments: $15.00 $15.00 $15.00 $15.00 $15.00 $15.00 $15.00 nia
[24]  D.Indemnity payments $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 nia
[ 25| E Miscellaneous income $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 nia
[ 25| F.Returnsiacre (A% B)+ C+D +E} $189.08 $195.61 $199.30 $181.7T $200.84 $263.50 $192.82 nia
[ 25| COSTSPERACRE N
El 1. Seed $9.60 $43.20 $11.30 $39.90 $18.04 $1143 $15.49 nia
El 2. Herbicide 525 30.00 2230 120 1210 3.00 12569 nia
El 3. Insecticide / Fungicide 0.00 0.00 0.00 0.00 1435 .70 0.7 nia
| 32 | 4. Fertilizer and Lime %57 .50 232 1339 3467 .23 2081 nia
El 5. Crop Consulting 0.00 0.00 0.00 0.00 0.00 0.00 0.00 nia
| 34 | 6. Crop Insurance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 nia
| 35 | 7. Drying 0.00 0.00 0.00 0.00 0.00 0.00 0.00 nia
El 8. Miscellaneous 625 6.5 625 625 6.25 625 625 nia
| 27 | 9. Machinery Expense 2943 55.08 67.74 1.4 58.06 1152 5769 nia
| 22 | 10. Hon-machinery Labor 5.50 7.50 7.50 6.00 6.50 12.00 651 nia
El . Irrigation 0.00 .00 0.00 0.00 0.00 0.00 0.00 nia
| 40 | 12.Land Charge /Rent 25.90 45.90 45.90 2590 45.90 25.90 25.90 nia
EN G. SUB TOTAL $168.20 $229.43 $208.81 $174.05 $195.87 $227.73 $185.80 nia
| 42 | 13. Interest on 12 Honland Costs 489 .34 6.52 543 6.00 727 5.60 nia
| 43 | H. TOTAL COSTS $173.09 $236.77 $215.32 $179.18 $201.87 $236.00 $191.40 nia
| 44| 1RETURHS OVER COSTS (F - H) $15.99 (541.16) ($25.99) $259 (51.09) $28.50 : $1.43 na |
W 4 » »3Budgets { Sensitivity £ Optimal NI £ Figures # Tank mix costs 4 Im energy costs £ RLmadel { Tables | < E3




B Microsoft Excel - KSU Crop budgets {(12-2 Irrigated crops).xls
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Comparison of Crop Returns with Hitrogen Fertilizer and Irrigation Water at Economic Optimum Levels
CropiSystem N Wheat Corn Sorghum  Soybean  Sunflower Rotation1  Rotation2
Percent of rotation (total - 100%) N 20.0% 29.0% 7.5% 6.0% 1.0% 100% %
Vield Goal (VG), buac 75.0 260 125.0 65.0 2800.0
Enter 0 for Dryland or 1 for Irrigated 1 1 1 1 1
Annual rainfall 18.0 18.0 6.0 18.0 18.0
Organic matter (OM), % 2.00 2.00 200 2.00 200
Soil test nitrogren (STH), Ibs/ac 200 20.0 20.0 200 20.0
Other H adjustments, Ibs/ac 0.0 0.0 0.0 0.0 0.0
Hitrogen fertilizer cost, $1b $0.40 $0.40 $0.40 $0.40 $0.40
Irrigation energy cost, $inch $6.50 $6.50 $6.50 $6.50 $6.50
KSU recommended nitrogen, Ibsiac 140.0 300.0 140.0 0.0 150.0
Econ Optimum fertH, Ibs/ac 66.5 2249 66.9 0.0 (73
um Irrigation Amount, in 7.6 142 83 15.2 0.6
Yield at optimal H and I, buiac 59.2 208.6 102.7 58.5 24195
INCOME PER ACRE *
A. Yield per acre 59.2 2086 1027 58.5 2,419.5 75
B. Price per unit $3.13 $2.43 $2.43 $5.41 $0.1183 $71.00
€. Het government payments: $36.00 $36.00 $36.00 $36.00 $36.00 $36.00 $36.00 nia
0. Indemniity payments $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 nia
E. Miscellaneous income $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 nia
F. Returns/acre ((A xB) + C+D + E $22447 $542.90 $254.79 $352.29 $322.34 $568.50 $434.36 nia
COSTS PER ACRE ?
1. Seed $7.20 $50.66 $19.18 $31.50 $18.19 #1143 $31.46 nia
2. Herbicide 5.20 30.50 22.00 15.00 18.90 16.00 EE] nia
3. Insecticide 1 Fungicide 0.00 38.70 0.00 0.00 14.35 860 2048 nia
4, Fertilizer and Lime 36.70 M7.54 40.30 15.60 48.81 384 76.66 nia
5. Crop Consulting 6.00 6.50 625 625 6.50 650 635 nia
6. Crop Insurance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 nia
7. Drying 0.00 0.00 0.00 0.00 0.00 0.00 0.00 nia
8. Miscellaneous 10.00 10.00 10.00 10.00 10.00 10.00 10.00 nia
9. Machinery Expense 7245 11158 92.82 72.26 .72 184.04 0748 nia
10. Hon-machinery Labor 2.00 13.50 10.00 850 9.00 20.00 12.39 nia
1. Irrigation 145.63 190.51 15039 1973 166.03 25745 185.22 nia
12. Land Charge / Rent 40.80 40.80 40.80 40.80 40.80 40.80 40.80 nia
G. SUB TOTAL $331.98 $610.30 $396.74 $397.21 $415.29 $592.66 $510.54 nia
13. Interest on 1/2 Honland Costs .09 19.22 10.68 10.70 M.42 18.52 15.23 nia
H.TOTAL COSTS $390.07 $629.52 $407.42 $407.91 $426.71 $611.47 $525.77 nia
1. RETURHS OVER COSTS (F - Hy ($115.89) (386.62)  ($152.63) (355.42)  ($104.37) (§42.67) | etan nia

v Wik Budgets { Sendtiity £ Optimal N&T £ Figures 4 Tark mix costs f I ereray costs 7 RLmodel / Tables | <

Dryland optimal fertilizer N values @ $0.21/Ilb N

Comparison of Crop Returns with Nitrogen Fertilizer and Irrigation Water at Economic Optimum Levels

Crop/System Wheat Corn Sorghum Soybean  Sunflower
Rotation (1 or 2, if none enter 0) 1 1 1 1 1
Percent of rotation (total - 100%) 52% 5% 25% 10% 3%
Yield Goal (YG), bu/ac 55.0 85.0 85.0 34.0 1600.0
Enter O for Dryland or 1 for Irrigated 0 0 0 0 0
Annual rainfall 30.0 30.0 30.0 30.0 30.0
Organic matter (OM), % 2.00 2.00 2.00 2.00 2.00
Soil test nitrogren (STN), Ibs/ac 20.0 20.0 20.0 20.0 20.0
Other N adjustments, Ibs/ac 0.0 0.0 0.0 0.0 0.0
Nitrogen fertilizer cost, $/lb $0.21 $0.21 $0.21 $0.21 $0.21
Irrigation energy cost, $/inch $3.10 $3.10 $3.10 $3.10 $3.10
KSU recommended nitrogen, Ibs/ac 92.0 76.0 76.0 0.0 60.0
Econ Optimum fertN, Ibs/ac 92.2 75.1 76.3 0.0 59.9
Econ Optimum Irrigation Amount, in 0.0 0.0 0.0 0.0 0.0
Yield at optimal N and |, bu/ac 54.6 84.4 84.4 30.6 1591.8

Optimal rates are very close to KSU recommendations because prices are similar

to long-term averages
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Dryland optimal fertilizer N values @ $0.40/lb N

Comparison of Crop Returns with Nitrogen Fertilizer and Irrigation Water at Economic Optimum Levels

Crop/System Wheat Corn Sorghum Soybean  Sunflower
Rotation (1 or 2, if none enter 0) 1 1 1 1 1
Percent of rotation (total - 100%) 52% 5% 25% 10% 3%
Yield Goal (YG), bu/ac 55.0 85.0 85.0 34.0 1600.0
Enter O for Dryland or 1 for Irrigated 0 0 0 0 0
Annual rainfall 30.0 30.0 30.0 30.0 30.0
Organic matter (OM), % 2.00 2.00 2.00 2.00 2.00
Soil test nitrogren (STN), Ibs/ac 20.0 20.0 20.0 20.0 20.0
Other N adjustments, Ibs/ac 0.0 0.0 0.0 0.0 0.0
Nitrogen fertilizer cost, $/Ib $0.40 $0.40 $0.40 $0.40 $0.40
Irrigation energy cost, $/inch $6.50 $6.50 $6.50 $6.50 $6.50
KSU recommended nitrogen, Ibs/ac 92.0 76.0 76.0 0.0 60.0
Econ Optimum fertN, Ibs/ac 81.1 64.0 64.5 0.0 51.5
Econ Optimum Irrigation Amount, in 0.0 0.0 0.0 0.0 0.0
Yield at optimal N and |, bu/ac 53.6 82.8 82.6 30.6 1570.2

Optimal rates are about 10-15% less than KSU recommendations at high N price

29

Irrigated optimal fert N values @ $0.21/Ib N & $3.10/in

Comparison of Crop Returns with Nitrogen Fertilizer and Irrigation Water at Economic Optimum Levels

Crop/System Wheat Corn Sorghum Soybean  Sunflower
Rotation (1 or 2, if none enter 0) 1 1 1 1 1
Percent of rotation (total - 100%) 24.0% 49.0% 7.5% 6.0% 1.0%
Yield Goal (YG), bu/ac 75.0 225.0 125.0 65.0 2800.0
Enter O for Dryland or 1 for Irrigated 1 1 1 1 1
Annual rainfall 18.0 18.0 18.0 18.0 18.0
Organic matter (OM), % 2.00 2.00 2.00 2.00 2.00
Soil test nitrogren (STN), Ibs/ac 20.0 20.0 20.0 20.0 20.0
Other N adjustments, Ibs/ac 0.0 0.0 0.0 0.0 0.0
Nitrogen fertilizer cost, $/lb $0.21 $0.21 $0.21 $0.21 $0.21
Irrigation energy cost, $/inch $3.10 $3.10 $3.10 $3.10 $3.10
KSU recommended nitrogen, Ibs/ac 140.0 300.0 140.0 0.0 150.0
Econ Optimum fertN, Ibs/ac 112.3 278.3 113.5 0.0 124.6
Econ Optimum Irrigation Amount, in 12.6 171 12.8 16.6 15.0
Yield at optimal N and |, bu/ac 71.1 221.0 119.5 58.5 2706.4

Optimal rates are below KSU recommendations because of irrigation
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Irrigated optimal fert N values @ $0.40/Ib N & $3.10/in

Comparison of Crop Returns with Nitrogen Fertilizer and Irrigation Water at Economic Optimum Levels

Crop/System Wheat Corn Sorghum Soybean  Sunflower
Rotation (1 or 2, if none enter 0) 1 1 1 1 1
Percent of rotation (total - 100%) 24.0% 49.0% 7.5% 6.0% 1.0%
Yield Goal (YG), bu/ac 75.0 225.0 125.0 65.0 2800.0
Enter O for Dryland or 1 for Irrigated 1 1 1 1 1
Annual rainfall 18.0 18.0 18.0 18.0 18.0
Organic matter (OM), % 2.00 2.00 2.00 2.00 2.00
Soil test nitrogren (STN), Ibs/ac 20.0 20.0 20.0 20.0 20.0
Other N adjustments, Ibs/ac 0.0 0.0 0.0 0.0 0.0
Nitrogen fertilizer cost, $/Ib $0.40 $0.40 $0.40 $0.40 $0.40
Irrigation energy cost, $/inch $3.10 $3.10 $3.10 $3.10 $3.10
KSU recommended nitrogen, Ibs/ac 140.0 300.0 140.0 0.0 150.0
Econ Optimum fertN, Ibs/ac 96.7 250.7 95.9 0.0 110.3
Econ Optimum Irrigation Amount, in 109 15.6 111 16.6 135
Yield at optimal N and |, bu/ac 68.0 215.6 114.5 58.5 2630.3
Optimal rates decrease 10-15% at high N price
31

Irrigated optimal fert N values @ $0.40/Ib N & $6.50/in

Comparison of Crop Returns with Nitrogen Fertilizer and Irrigation Water at Economic Optimum Levels

Crop/System Wheat Corn Sorghum Soybean  Sunflower
Rotation (1 or 2, if none enter 0) 1 1 1 1 1
Percent of rotation (total - 100%) 24.0% 49.0% 7.5% 6.0% 1.0%
Yield Goal (YG), bu/ac 75.0 225.0 125.0 65.0 2800.0
Enter O for Dryland or 1 for Irrigated 1 1 1 1 1
Annual rainfall 18.0 18.0 18.0 18.0 18.0
Organic matter (OM), % 2.00 2.00 2.00 2.00 2.00
Soil test nitrogren (STN), Ibs/ac 20.0 20.0 20.0 20.0 20.0
Other N adjustments, Ibs/ac 0.0 0.0 0.0 0.0 0.0
Nitrogen fertilizer cost, $/lb $0.40 $0.40 $0.40 $0.40 $0.40
Irrigation energy cost, $/inch $6.50 $6.50 $6.50 $6.50 $6.50
KSU recommended nitrogen, Ibs/ac 140.0 300.0 140.0 0.0 150.0
Econ Optimum fertN, Ibs/ac 66.5 224.9 66.9 0.0 82.7
Econ Optimum Irrigation Amount, in 7.6 14.2 8.3 15.2 10.6
Yield at optimal N and |, bu/ac 59.2 208.6 102.7 58.5 2419.5

At high N and irrigation costs, optimal rates decrease significantly
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When considering irrigation and N together, optimal values
decrease significantly...

Wheat yield response to N fertilizer and irrigation
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When considering irrigation and N together, optimal values
decrease significantly...
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When considering irrigation and N together, optimal values
decrease significantly...

Sorghum yield response to N fertilizer and irrigation
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When considering irrigation and N together, optimal values
decrease significantly...

Sunflower yield response to N fertilizer and irrigation
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Dryland crops example profitability summary ...

Comparison of Crop Returns under Various Input Price Scenarios

Crop Wheat Corn Sorghum Soybean Sunflower Alfalfa Wtd Avg

Base scenario® $38.95 ($20.80) ($4.21) $9.09 $17.06 $45.18 $21.84

At forecasted 2006 prices for...

Fuel? $34.28 ($26.04) ($10.66) $4.23 $11.57 $34.63 $16.36
Fertilizer? $20.64 ($35.96) ($19.54) $7.45 $4.45 $39.04 $6.88
Natural gas2 $38.95 ($20.80) ($4.21) $9.09 $17.06 $45.18 $21.84
Fuel, fert, and nat gas® $15.99 ($41.16) ($25.94) $2.59 ($1.04) $28.50 $1.43

! Returns based on current Farm Management Guide costs except fuel, fertilizer, and irrigation pumping (2000-04 avg) and futures-
based crop prices as of 12/2/05.

2 All other costs and crop prices are the same as in base scenario (yields vary with fertilizer and irrigation costs).

Change, $/ac -$22.96 -$20.37 -$21.74 -$6.49 -$18.10  -$16.88 -$20.42
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Irrigated crops example profitability summary ...

Comparison of Crop Returns under Various Input Price Scenarios

Crop Wheat Corn Sorghum Soybean  Sunflower Alfalfa Wtd Avg
Base scenario® ($61.76) $27.59 ($95.53) $3.24 ($31.14) $67.06 ($0.20)

At forecasted 2006 prices for...

Fuel® ($68.95) $16.72 ($104.77) ($3.59) ($38.93) $49.66 ($10.61)
Fertilizer? ($82.41) ($27.22) ($116.29) $0.21 ($56.41) $59.59 ($34.94)
Natural gas® ($95.64) ($27.51) ($130.31) ($45.56) ($77.09) ($17.80)  ($51.94)

Fuel, fert, and nat gas® ($115.89) ($86.62) ($152.63) ($55.42) ($104.37) ($42.67)  ($91.41)

*Returns based on current Farm Management Guide costs except fuel, fertilizer, and irrigation pumping (2000-04 avg) and futures-
based crop prices as of 12/2/05.

2 All other costs and crop prices are the same as in base scenario (yields vary with fertilizer and irrigation costs).

Change, $/ac -$54.13  -$114.21  -$57.10 -$58.66 -$73.23  -$109.74 -$91.21
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(95-04) diff in profit (over avg farm) by being in best 1/3 of:
$25

h23.05*

$20

$15 1

$10

change in $/acre profit

$5

$0 !

Cost Price Plant Size Seed
Yield Tech Govt Rent Cus2

* statistically different from 0 at 90% confidence

Historically, cost differences are major driver of profitability differences
between producers — likely this will be bigger in ‘06 than other years. 39

Impact of high costs on leases ...

KSU-Lease.xlIs is a tool that can be used to analyze
the impact of current costs have on equitable crop
share leases as well as their cash-rent equivalents

The impact high costs have on leases will depend
on each specific situation due to how producers
change (or not change) production practices in
response to these high prices

=» producers should “run their own numbers”
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Summary ...

* High input prices will have significant impact on
crop returns in 2006
-- Irrigated crops impacted more than dryland crops
-- Feedgrains impacted more than soybeans

-- How producers “manage” for this will depend on
their unique situations

* High diesel fuel prices will impact returns, but they
have relatively minor impact on equitable crop share
percentages

e Crop share tenants will not be impacted nearly as
much as those cash renting (assuming fertilizer and
irrigation pumping expenses are being shared)

41

Summary ...

* Producers cash renting need to negotiate with
landowners to see if they will help “share the pain”
(likewise for crop share tenants not sharing
fertilizer or irrigation pumping costs)

* Producers need to “do their homework” to make
sure they understand the numbers before talking to
their landowner(s)

» Tenants need to think long-term when negotiating
with landowners

-- Impact of losing or giving up land?
-- Have “good times” been shared?
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Providing Agricultural Economic Information on Crops, Livestock, Marketing an, Microsoft Internet Explorer.
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Event Location

Holiday Inn
1616 W. Crawford St.
Salina, KS 67401
(785) 823-1739

W K-Stat

y + S CROPLN

AGRILIANCE/CROPLAN GEMETICS
5600 Camax O M3#340
Invar Grave Hslghes, MN 55077

Fona: |.500-535.4433 %4968
Fax £ 14514381
Emal: efinzarheiz Zagrilines.com

woo sasales AwouoiBy mmm

GTCREIN 0 XD (X85

LA0GS NN R4 Gni son |
SHLINTD WY O ENTNVT DY

"

December 7:8, 2005

45




