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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, tillage method, and
possibly negotiating leases on rented land




Forecasts for 2006 diesel prices are down from recent
levels, but they are still at very high levels...
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Futures-based forecast based on 1/13/06 closing futures prices

Historical and forecasted diesel prices during principal

farming months...

Diesel Prices

Mar-Oct Diesel Price

Year-to-year percent change

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

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) $2.04 $2.10 AZ.OA 0.3% 4.1% 2.2%
05 - Awy(00-04) $0.93 $0.96 $0.94 83.5% 90.2% 86.8%
06 - Avg(00-04) $0.93 $1.04 $0.98 84.0% 97.9% 90.8%

F = forecast




Effect diesel price has on machinery costs per acre based
on fuel consumption...

Fuel Consumption and Diesel Price Impact for Various Field Operations

Fuel use Fuel price increase, $/gallon
Operation gallons/acre $0.04 $0.50 $0.71 $0.75 $1.00
Increase in operation cost, $/acre
Chisel plow 0.64 $0.03 $0.32 $0.45 $0.48 $0.64
Field cultivator 0.34 $0.01 $0.17 $0.24 $0.26 $0.34
Tandem disk 0.49 $0.02 $0.25 $0.35 $0.37 $0.49
Min-till planter 0.53 $0.02 $0.27 $0.38 $0.40 $0.53
No-till drill 0.81 $0.03 $0.41 $0.58 $0.61 $0.81
Sprayer 0.11 $0.00 $0.06 $0.08 $0.08 $0.11
Swather-conditioner 0.42 $0.02 $0.21 $0.30 $0.32 $0.42
Round baler 0.77 $0.03 $0.39 $0.55 $0.58 $0.77
Combine--wheat 1.31 $0.05 $0.66 $0.93 $0.98 $1.31
Combine--soybeans 2.02 $0.08 $1.01 $1.43 $1.52 $2.02
Combine--comn 1.93 $0.08 $0.97 $1.37 $1.45 $1.93

Source: Lazarus and Selley (abbreviated version)

Increase from 2004 = $0.71/gallon, increase from 2000-04 average = $0.98/gallon.

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

ey
7 é% 24.2%
Ins. & 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 Field Operations

Custom Fuel price increase, $/gallon
Operation rate* $0.04 $0.50 $0.71 $0.75 $1.00
Increase in custom rate, $/acre
Chiseling $7.96 $0.03 $0.42 $0.60 $0.63 $0.85
Field cultivation $6.27 $0.03 $0.33 $0.47 $0.50 $0.67
Disking $6.84 $0.03 $0.36 $0.52 $0.54 $0.73
Min-till planter $10.29 $0.04 $0.55 $0.78 $0.82 $1.09
No-till drill $10.72 $0.05 $0.57 $0.81 $0.85 $1.14
Sprayer $4.03 $0.02 $0.21 $0.30 $0.32 $0.43
Swather-conditioner $8.90 $0.04 $0.47 $0.67 $0.71 $0.94
Round baler $8.03 $0.03 $0.43 $0.61 $0.64 $0.85
Combine--wheat $14.48 $0.06 $0.77 $1.09 $1.15 $1.54
Combine--soybeans $20.06 $0.09 $1.06 $1.51 $1.60 $2.13
Combine--corn $20.09 $0.09 $1.07 $1.51 $1.60 $2.13

* 2004 state average reported by Kansas Agricultural Statistics
Increase from 2004 = $0.71/gallon, increase from 2000-04 average = $0.98/gallon.
Increase in custom rate 0.4% 5.3% 7.5% 8.0% 10.6%8

Fuel costs per acre versus diesel prices...

Fuel and Oil Costs for Non-irrigated Farms in KFMA
(Correlation from 2000 to 2004 = 0.975) €= inelastic demand
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Without any change, costs in 2005 & 2006 will be up substantially on average. 9




What can producers do is response to higher
machinery costs?

Without any change, costs of machinery
operations will increase about 7-10% from
more “normal” times.

Things to consider...
— Reduce operations?
— Hire custom operators?

— Make sure machinery is properly maintained and
used efficiently?

— Pass increased costs on to landowners?
— Nothing?
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2 USDA-NRCS Energy Consumption Awareness Tool: Tillage - Microsoft Internet Explorer
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Fuel-savings benefit of no-till increases at higher prices...

Comparison of No-Till vs. Tillage -- Fuel and Oil Cost
Source: NC FMA, 1996-2004 -- 2005-06 forecasted
18
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NT fuel generally 67-75% of CT/RT, savings could be as high as $4/acre at
current diesel prices...




What can a producer do?

Hiring custom operators likely will not be the
answer.

(December 2005 issue)

ADDING FUEL TO THE FIRE

As fuel prices increase {and are ex-
pected to stay high throughaut 2006),
retailers are looking for ways to recoup
their costs. Here are the mast popular
aptions:

Charging Mare ... while some custom

For Services %

st operators might not
o R increase their rates,
No Recovery . .

atthisTime  24% something will have to
Dher ptloss 3% give (quality of work?).

Custom harvesters raised their rates in 2005...

Kansas Custom Rates -- Wheat Harvest (KS Ag Stats)
Annual growth rates from 87-05 of 0.9% (BR), 1.0% (HY), 1.0% (H)
Annual growth rates from 04-05 of 5.2% (BR), 5.9% (HY), 5.2% (H)
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Custom harvesters raised their rates in 2005...

Kansas Custom Rates -- Soybean Harvest (KS Ag Stats)
Annual growth rates from 87-05 of 1.0% (BR), 0.9% (HY), 1.1% (H)
Annual growth rates from 04-05 of 7.1% (BR), 5.9% (HY), 7.0% (H)
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Custom harvesters raised their rates in 2005...

Kansas Custom Rates -- Sorghum Harvest (KS Ag Stats)
Annual growth rates from 87-05 of 1.1% (BR), 1.2% (HY), 1.1% (H)
Annual growth rates from 04-05 of 8.1% (BR), 8.1% (HY), 6.1% (H)
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Not all custom rates increased as much in 2005...

Kansas Custom Rates (KS Ag. Stats)

inflation is 3.8%
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What can a producer do?

* Benefit of “improved machinery operation” will
depend on current situation. Benefit for most

producers is likely quite small, but cost of doing

so is also likely small =» Just do it!

» Passing higher machinery costs on to landowners

might be quite risky (especially in the short run)

and should be done cautiously
-- Impact of losing or giving up land?
-- Have “good times” been shared?

* Good landlord/tenant communications will be
critical as we go through these tough economic
times

23




B Microsoft Excel - KSU Irrigation Energy Cost.xls

(o] Ele Edt Vew Insert Fomat ook Data Window el Adobe POF Impact of en ergy pr ices on
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1
Z KSU Irrigation Energy Costs.xls -----

4 A spreadsheet pregram to compare the cests of irrigation energy options.
BN
| 6 | Version - T1.08.05
| 7|
| & | DESCRIPTION OF INPUTS
| 9 | In the gpreadsheet all blue numbers are inputs and all black numbers are calculated from these inputs.
| 10 | Several of the input cells {i.e., blue number) have a red diamond in the upper right hand cormer of the cell
| 11| By roving your mouse cursor over this diamond, a brief description of the input will be displayed on the
| 12 | screen,
13
| 14 | COMPANION PUBLICATIONS
| 15 | This spreadsheet is based on the publication "Developing a Spreadsheet Template for Comparing
| 16 | Irrigation Energy Costs” (AF-161) by David A Pacey and Freddie R. Lamm. In addition, K-State Farm
| 17 | Managerment Guide crop budgets and other useful information is available via the K-State Agricultural
| 12 | Economics website fwww.agmanager. info).

19
| 20 | Developed by:
21 |
| 22 | Kevin C. Dhuyvetter Troy J. Dumler
| 23 | E ion Agri al E i E ion Agri al E ist, SW
| 24 | Kansas State University Kansas State University

25
| 26 | voice: (783) 5323527 voice: (620) 2759164
27 | FAX: (785) 5326925 FAX: (620) 2766028
| 22 | email: kcd@ksu.edu email: tdumler@oznetksu.edu
E2
En I KSU Irrigation Energy Costs.xls available at www.agmanager.info I
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& Microsoft Excel - KSU Irri; Energy Cost.xls
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| 2 | IRRIGATION ENERGY COST COMPARISON Printtahies

3
| 4 | Compares energy costs of irrigation pumping with different fuels at various prices and levels of
| 5 | performance. % NPPPC is percent of Nebraska Pumping Plant Performance Criteria.

[
| 7| ANPUT-——- Nebraska Pumping Plant
B3 Acres T Electric: 0.080° $/kWh 90'% NPPPC  |Performance Criteria®
| 9 | Inches Applied 1 Nat. Gas: 6.00" $mef 90 % NPPPC 0.885 | whp-hrikWh Electricity
| 10 | Feet Lift 300' Diesel: 1.1[|‘$fga| 90 % NPPPC B1.7 | whp-ht/mcf Natural Gas
| 11 | PSI Pressure 20' Propane: 0.90' $/gal 90 % NPPPC 12.5 | whp-ht/gal Diesel
12 | -OUTPUT--— 589  whp-hr/gal Propane
| 13 | Eneryy Energy  Energy | Cost as percent of: - ™ These factors represent what a
| 14 | Source Caost () Use Elec. Mat. Gas  Diesel Propane well-designed and maintained
| 15 | imigation pumping plant should be
| 16 | Electricity 3.98 50 kWh 100% 93% 103% 69% capable of doing (i.e., work done
| 17 | Natural Gas 4.28 1 mef 108% 100% 111% 4% per unit of fuel) based on the
12 | Diesel 3.87 4 gal 97% 90% 100% 67% Mebraska Pumping Plant
19 | Propane 5.79 6 gal 145% 134% 148% 100% Performance Criteria (MPPPC).

20
Ex
| 22 | ENERGY PUMPING COST/ACRE WITH ELECTRICITY 1144 conversion factor
| 23 | Pressure (PSI) 231 TDHAb of psi
| 24 | 50 Y 150 250 B0 45.0 55.0 65.0 43560 square feet per acre
| 25 | $/kwvh ——--— Energy Cost (BiAcre) -—- B2.4  pounds/cubic foot water
| 26 | $0.050 224 240 257 274 290 307 3.23 100 percent
| 27 | 0.060 268 2.88 3.08 328 348 368 .88 12 inch/foot
| 28 | $0.070 3.13 3.36 3.60 383 406 429 4.53 33,000 foot pound/rminute-hp
| 2% | $0.080 358 3.85 41 438 464 4591 517 B0 minutesshour
| 20 | $0.090 4.03 4.33 4.62 492 5.22 5.52 6.82
| 31 | $0.100 4.47 481 514 5.47 580 B.13 6.47

32 0.110 452 5.29 5.65 6.02 6.38 B75 7.1 b
W« » il Intro b Irr energy costs / K3 3
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Natural gas prices are at historically high levels...

Natural Gas Monthly Prices, Jan 1996 - Dec 2005
(Jan 2006 - Dec 2006 forecasted)
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Futures-based forecast based on 1/13/06 closing futures prices 26
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) Awerage NYMEX US (EIA) Average
2000 $4.04 $3.85 $3.95
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 $8.37 $8.57 46.5% 48.6% 47.5%
2006 (F) $9.19 $8.65 $8.92 4.8% 3.3% 4.1%
05 - Avg(00-04) $4.28 $4.11 $4.20 95.5% 96.3% 95.9%
06 - Avg(00-04) $4.70 $4.39 $4.55 104.9% 102.9% 103.9%
F =forecast \/
27
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Irrigation pumping costs versus energy prices (150)...

ENERGY PUMPING COST/ACRE WITH NATURAL GAS

Pressure (PSI)

5.0 15.0 25.0 35.0 45.0 55.0 65.0
$/mef  emeeeee- Energy Cost ($/Acre) --------
$4.00 1.33 1.52 1.71 1.90 2.09 2.28 2.47
$5.00 1.66 1.90 2.14 2.38 2.62 2.85 3.09
$6.00 2.00 2.28 2.57 2.85 3.14 3.42 3.71
$7.00 2.33 2.66 3.00 3.33 3.66 4.00 4.33
$8.00 2.66 3.04 3.42 3.80 4.19 4.57 4.95
$9.00 3.00 3.42 3.85 4.28 4.71 5.14 5.57
$10.00 3.33 3.80 4.28 4.76 5.23 5.71 6.18
Based on applying 1.0 inches/acre and a lift of 150 feet
ENERGY PUMPING COST/ACRE WITH DIESEL
Pressure (PSI)
5.0 15.0 25.0 35.0 45.0 55.0 65.0
$/gal e Energy Cost ($/Acre) --------
$0.75 1.23 141 1.58 1.76 1.94 211 2.29
$1.00 1.64 1.88 211 2.35 2.58 2.82 3.05
$1.25 2.05 2.35 2.64 2.93 3.23 3.52 3.82
$1.50 2.46 2.82 3.17 3.52 3.87 4.23 4.58
$1.75 2.87 3.29 3.70 4.11 4.52 4.93 5.34
$2.00 3.29 3.76 4.23 4.69 5.16 5.63 6.10
$2.25 3.70 4.22 4.75 5.28 5.81 6.34 6.87
Based on applying 1.0 inches/acre and a lift of 150 feet 29
Impact of high input prices
on crop profitability
(calculated using KSU-CropBudgets2006.xls)
34
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Projected budgets...

* Non-irrigated crops: wheat, milo, soybeans

 Irrigated crops: corn, milo, soybeans

» Crop prices based on futures market 1/13/06
* 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

35

Cost scenarios...

Average Prices

Current Prices

2004 custom rates

Machi 2004

achinery 004 custom rates « 110%
Fertilizer 2000-04 avg 2006 forecast

N $0.21/1b $0.35/lb (+67%)
P $0.25/1b $0.28/lb (+11%)
K $0.20/1b $0.27/lb (+35%)
rriaation 2000-04 avg 2006 forecast

g $2.35/inch $4.78finch (+103%)

36
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B Microsoft Excel - KSU Crop budgets (MP Dryland crops).xls

0] Ele Edit View Insert Fomat Tools Data Window Help  Adobe PDF Type a question for help = & @ X
RN RERS = NE N AN RN A1 RRCRAE- N T IR W Y |

A1 - 2

4 [B] C [ o [ = | ¥ [ & | = | i 1 T © T w™ ] M =

1
2 Comparison of Crop Returns with Hitrogen Fertilizer and Irrigation Water at Economic Optimum Levels
E Crop/System T Wheat Corn Sorghum  Soybean Sunflower  Alfalfa Rotation1 Rotation2
B Percent of rotation (total - 100%) Y ) 0.0%  21.0% 6.0% 0.0% 0.0% 100% 0%
| 7 | Yield Goal (YG), bulac 8.0 65.0 280
[ 8 | Enter 0 for Dryland or 1 for Irrigated 0 [] [
[ o | Annual rainfall 240 240 240
10| Organic matter (OM), % 2.00 2.00 2.00
11| Soil test nitrogren (STH), Ibsiac 10.0 10.0 10.0
= Hitrogen fertilizer cost, $1b $0.21 $0.21 0.4
14 | rrigation energy cost, $/inch $2.35 $2.35 $2.35
15| Ksll recommended nitrogen, Ibsiac 5.2 54.0 0.0 =
| 16 | Econ Optimum fertH, Ibsiac 6.2 545 0.0 -
17| Econ Optimum Irrigation Amount, in 0.0 0.0 0.0 =
15 | Yield at optimal H and |, bu/ac a1 64.5 25.2 =
20 | INCOME PER ACRE N
21 | A. Yield per acre a7 645 25.2
22 | B. Price per unit $3.56 $2.20 $6.64
23 | C. Het government payments $15.00 $1500  $15.00 $15.00 nia
24| D. Indemnity payments $0.00 $0.00 $0.00 $0.00 nia
[ 25 | E. Miscellaneous income $0.00 $0.00 $0.00 $0.00 nia
Ed F.Returnsiacre (A X B)+ C+D +E) $184.84 $156.81  $157.19 $177.29 nia
| 28 | COSTS PER ACRE Y
25 | 1. Seed $6.00 $10.33  $31.50 $8.44 nfa
50 | 2. Herbicide 5.20 26.00 12.40 9.79 nia
En 3. Insecticide / Fungicide 1.00 0.00 0.00 0.73 nfa
52 | a.Fe i 30,02 23.30 10.00 2rm nia
El 5. Crop Consulting 0.00 0.00 0.00 0.00 nfa
54 | 6. Crop Insurance 0.00 0.00 0.00 0.00 nia
E 7. Drying 0.00 0.00 0.00 0.00 nfa
36 | 8. Miscellaneous .00 6.00 6.00 6.00 nia
57| 9, Machinery Expense 6388 56.75 46.04 61.31 nfa
E 10. Hon-machinery Labor 8.00 8.00 5.50 7.85 nia
35 | 1. Irrigation 0.00 0.00 0.00 0.00 nia
a0 | 12. Land Charge / Rent 14,00 44,00 44.00 44.00 nia
41| G.5UB TOTAL $164.41 $1TIAT $155.44 $165.53 nia
(22| 13. Interest on 1,2 Honland Costs 280 547 146 486 nia
43 H. TOTAL COSTS $1668.91 $178.55  $159.89 $170.40 nia
24| 1. RETURHS OVER COSTS (F - H) $15.92 2179 (352,720 $6.90 nia
45| J. TOTAL COSTS/UNIT (HiA) $3.54 $2.71 $6.34
46 | K. RETURH TO ANNUAL COST (1+13)/G 12.63% 855%  14%% T.10% nfa
~

W 4 » »[}Budgets { Sensitivity 4 Optimal N&T £ Figures 4 Tank mix costs £ I enargy costs £ RLmodel { Tables | <

>

Dryland crops example profitability summary ...

Comparison of Crop Returns under Various Input Price Scenarios

Crop Wheat Sorghum Soybean Wtd Avg
Base scenario® $15.92 ($21.74) ($2.70) $6.90
At forecasted 2006 prices for...
Fuel? $9.28 ($27.64) ($7.49) $0.52
Fertilizer? $3.22 ($29.73) ($3.28) ($4.09)
Natural gas® n/a n/a n/a n/a
Fuel, fert, and nat gas? ($3.41) ($35.60) ($8.07) ($10.45)

! Returns based on current Farm Management Guide costs except fuel, fertilizer, and irrigation pumping (2000-04 avg) and futures-
based crop prices as of 1/13/06.
2 Al other costs and crop prices are the same as in base scenario (yields vary with fertilizer and irrigation costs).

Change, $/ac -$19.33 -$13.87 -$5.37 -$17.35
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B Microsoft Excel - KSU Crop budgets (MP C;

Irrigated croj

ps).xls

0] Fle Edt View Insert Format Tooks Data Window Help  Adobe PDF Type & question for help = o & X
RN RERS = NE N AN RN A1 RRCRAE- N T IR W Y |
A1 - 2
4 |B| C [ o [ E [ F [ & [ ® ] i [ 17 T . [ M H =

1

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

3 Crop/System Wheat Corn Sorghum  Soybean Sunflower  Alfalfa Rotation1 Rotation2
[ 5 | Percent of rotation (total - 100%) h 0.0%  50.0% 8.0%  42.0% 0.0% 0.0% 100% 0%
| 7 | ield Goal (YG), busac 180.0 155.0 60.0
8| Enter 0 for Dryland or 1 for Irrigated 1 1 1
| 5 | Annual rainfall 240 240 240
(10| Organic matter (OM), % 2.00 2,00 200
11| soiltest nitrogren (STH), Ibs/ac 10.0 10.0 0.0
[15]  nitrogen fertilizer cost, $1b $0.21 0.1 0.2
14| urigation energy cost, $/inch $2.35 $2.35 $2.35
15| 'KSUrecommended nitrogen, Ibs/ac 238.0 188.0 0.0
[16 | Econ Optimum fertH, Ibsiac 219.0 1785 0.0
(17| Econ Optimum Irrigation Amount, in 135 104 125
13| ¥ield at optimal ¥ and | busac 176.6 151.0 54.0
(20|  INCOME PER ACRE N
(21| A vield per acre 176.6 151.0 540 =
(22| B.Price per unit $2.36 $2.20 $6.64 =
23| €. Het government payments $2500  $25.00  $25.00 $25.00 nia
(24| D.Indemnity payments $0.00 $0.00 $0.00 $0.00 nia
|25 | E. Miscellaneous income $0.00 $0.00 $0.00 $0.00 nja
[2¢|  F.Returnsiacre (A% B)+C+D +E) $aM.24  $356.79  $320.T0 $387.63 nia
|28 | cosTs PERACRE M
25 | $5400  HITT0 $4410 $46.94 nfa
50 | 30.00 21.50 11.20 21.90 nia
En ide / Fungicide 0.00 0.00 0.00 0.00 nfa
52 | er and Lime T0.18 56.59 17.00 26.76 nia
El 5. Crop Consulting .50 6.50 650 550 nfa
54 | 6. Crop Insurance 0.00 0.00 0.00 0.00 nia
E 7. Drying 0.00 0.00 0.00 0.00 nfa
36 | 8. Miscellaneous 9.00 9.00 9.00 2.00 nia
57| 9. Machinery Expense 73.50 79.83 975 54.03 nfa
E 10. Hon-machinery Labor 10.00 8.00 6.50 837 nia
35 | M. Irrigation 99.43 90.02 96.45 9r.28 nfa
a0 | 12. Land Charge / Rent 79.75 79.75 79.75 79.75 nia
(41|  G.suBTOTAL $432.07 937489 $320.26 $380.53 nfa
(22| 13. Interest on 1/2 Honland Costs .77 9.49 730 9.7 nia
(43|  H.TOTAL COSTS $443.84  $304.38  $327.56 $390.25 nfa
44| 1.RETURNS OVER COSTS (F - Hy 52.60)  ($27.59)  $2.44 $2.61) nia
(45| ). TOTAL COSTSAUNIT (HiA) $2.51 $2.55 $6.07 -
46 K. RETURH TO ANNUAL COST (1+13)iG 24%%  483%  2.95% 187% nfa
47 b
W 4 » »[}Budgets { Sensitivity 4 Optimal N&T £ Figures 4 Tank mix costs £ I enargy costs 4 RLmodel { Tables | < >

Irrigated crops example profitability summary ...

Comparison of Crop Returns under Various Input Price Scenarios

Crop Corn Sorghum Soybean Wtd Avg
Base scenario® ($2.60) ($27.59) $2.14 ($2.61)
At forecasted 2006 prices for...
Fuel? ($10.25) ($35.89) ($3.04) ($9.27)
Fertilizer? ($34.20) ($52.64) $0.74 ($21.00)
Natural gas® ($33.25) ($48.83) ($21.95) ($29.75)
Fuel, fert, and nat gas? ($69.08) ($78.40) ($28.53) ($52.79)

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

Change, $/ac

-$66.48

-$50.81

-$30.66

-$50.18
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Summary

» Current high prices for energy-related inputs are
projected to remain at extremely high levels in 2006

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

* How producers “manage” in response to high
prices will depend on their unique situations

* For most producers, no one thing will result in big
savings. Thus, doing all the little things correctly
will be critical (i.e., good management will pay)
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