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How many times have you heard Kevin talk about
leasing land?

(o)
1. Never 45%

2. Several times

3. Wishlhad a$1
for every time...

4. Who's Kevin?

Which best describes you?

What type of leases do you use?

[0)
1. Producer 69%

2. Landowner

3. Other

The lease arrangement for the majority of crop
acres | rent or manage is ...

44%
1. Mostly crop share

2. Mostly fixed cash

3. ~50/50 mix (of crop
share and cash)

4. Other

5. Does not apply




Trend towards more cash rent...

Percent of leases that are crop share Percent of leases that are cash
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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 or to reverse in current environment?

Written versus oral leases...

Is your typical lease written?
59%

1. Yes
2. No

3. Does not apply

Length of leases...

How long is your typical lease?

57%

1. Oneyear

2. Two years
3. Three years
4. Five years
5. Other

6.

Does not apply

Do you agree or disagree with the following

I have voluntarily given up land in the past because
the profitability didn’t “pencil out”.

46%
1. Strongly agree

2. Agree
3. Disagree
4. Strongly disagree ~ 17%




Most producers do not give up land voluntarily...

STATEMENT: I voluntarily gave up rented ground in the past
two years because the profitability did not pencil out.
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Source: August 2010 Farm Futures Crop Survey -- 458 responses.

Lease rates...

 When thinking about renting crop land
(or leasing it out), how do you determine
the terms of the lease?

* Does your approach vary for determining
crop share terms versus cash lease rate?

Do you agree or disagree with the following

In response to a request for a cash rent bid, “1 will pay
$X above your highest offer.”

59%
1. Strongly agree
2. Agree
3. Neutral
4. Disagree
5.

Strongly disagree

Calculated values
VS.
Market values

Which values are the “correct” ones?
If market, why bother with calculations?

12




Publicly available cash rent data...

Historically Kansas Agricultural Statistics (KAS)
reported average land values and cash rent rates for
non-irrigated, irrigated, and pasture land at the crop
reporting district (CRD) level

Beginning in 2009 KAS began reporting county-level
cash rates (i.e., more intensive data), but in 2010 will
discontinue reporting land values at the regional
level (i.e., less intensive data).

This is the market we observe
and can reference. What you
folks all face day to day is the
“real” market.

KAS surveyed market rates...
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Cash rent historical perspective

KS non-irrigated crop land rent; 1967-2010
1967-2010: avg growth = 3.04%; geo growth =2.85%
1991-2010: avg growth = 1.43%; geo growth = 1.55%
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Market rate for average cash rent...

2010 average cash rent per tillable acre for non-
irrigated crop land in my areais...

< $25
$26-$30
$31-$35
$36-$40
$41-$50
$51-$60
> $60
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Kansas county-level non-irrigated

Kansas county-level non-irrigated
crop cash rents...

crop cash rents...
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1) Not all land is equal
2) Not all relationships are equal

Market rate for aver ge cash ren Example of market established crop shares...
Table 10. South Central-60 Nonirrigated Crop-Share Arrangements
¢ Landlord's Percent of Crop Received (or of Costs Paid)*
2010 average cash rent per wet acre for irrigated - 3% Share | 0% Share | 0% Share  Other % Share
Wheat (167 L eases) 163 3 1
H H 9% of Total Leases in Lease Arrangement 97.6% 1.8% 0.6% No
cro p | an d inm y areals... % of Leases Sharing Fertilizer Costs 100.0% 100.0% 0.0% Responses
% of Leases Sharing Herbicide Costs 71.2% 33.3% 0.0%
% of Leases Sharing Insecticide Costs 53.4% 33.3% 0.0%
1 < $75 Sorghum (9 L eases) 9
% of Total Leases in Lease Arrangement 100.0% No No No
% of Leases Sharing Fertilizer Costs 100.0% Responses Responses Responses
2 $75_$100 % of Leases Sharing Herbicide Costs 88.9%
% of Leases Sharing Insecticide Costs 22.2%
Multiple Crops (21 L eases) 16 5
3 $100_$125 % of Total Leases in Lease Arrangement 76.2% 23.8% No No
% of Leases Sharing Fertilizer Costs 100.0% 80.0% Responses Responses
% of Leases Sharing Herbicide Costs 68.8% 0.0%
4 $125-$1 50 % of Leases Sharing Insecticide Costs 43.8% 80.0%
' Soybeans (6 Leases 6
% of Total Leases in Lease Arrangement 100.0% No No No
5 $150_$175 % of Leases Sharing Fertilizer Costs 100.0% Responses Responses Responses
% of Leases Sharing Herbicide Costs 33.3%
% of Leases Sharing Insecticide Costs 33.3%
6 $175_$200 Alfalfa (9 Leases) 8 1
% of Total Leases in Lease Arrangement 88.9% No 11.1% No
% of Leases Sharing Fertilizer Costs 100.0% Responses 100.0% Responses
7 > $200 % of Leases Sharing Herbicide Costs 100.0% 0.0%
% of Leases Sharing Insecticide Costs 87.5% 0.0%

* 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, 100% of landlords receiving 33% of the wheat crop paid 33% of fertilizer expenses.

Source: Schlegel and Tsoodle -- 2007 KAS/KSU survey (available at www.agmanager.info)




Example of market established irrigated crop shares...

Table 11. South Central-60 Irrigated Crop-Share Arrangements

Landlord's Percent of Crop Received (or of Costs Paid)*
Crop 25% 33% 40% 50% Other
Wheat (6 Leases)
% of Total Leases in Lease Arrangement 16.7% 66.6% 16.7%
% of Leases Sharing Fertilizer Costs 100.0% 100.0% No 100.0% No
% of Leases Sharing Herbicide Costs 100.0% 100.0% Responses 100.0% Responses
% of Leases Sharing Insecticide Costs 100.0% 100.0% No Response
% of Leases Sharing Energy Costs No Response 100.0% No Response
Corn (88 Leases)
% of Total Leases in Lease Arrangement 1.1% 52.3% 11.4% 23.8% 11.4%
% of Leases Sharing Fertilizer Costs 100.0% 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Herbicide Costs No Response 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Insecticide Costs No Response 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Energy Costs No Response 100.0% 100.0% 100.0% 100.0%
Sorghum (16 Leases)
% of Total Leases in Lease Arrangement 81.3% 6.2% 12.5%
% of Leases Sharing Fertilizer Costs No 100.0% 100.0% 100.0% No
% of Leases Sharing Herbicide Costs Responses 100.0% 100.0% 100.0% Responses
% of Leases Sharing Insecticide Costs 100.0% 100.0% 100.0%
% of Leases Sharing Energy Costs 100.0% No Response 100.0%
Soybeans (31 Leases)
% of Total Leases in Lease Arrangement 45.2% 16.1% 29.0% 9.7%
% of Leases Sharing Fertilizer Costs No 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Herbicide Costs Responses 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Insecticide Costs 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Energy Costs 100.0% 100.0% 80.0% No Response

*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, 100% of landlords receiving 33% of the wheat crop paid 33% of fertilizer expenses.

Source: Schlegel and Tsoodle -- 2008 KAS/KSU survey (available at www.agmanager.info)

Calculated values
VS.
Market values

If (when) market values have very little
meaning to individual situations, we
need to estimate what we believe might
be the more “correct” values.

22

Determining the terms of a crop lease...

 When market reported rates are not sufficient to
answer the question at hand, what do we do?

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

Principles embodied in an equitable lease...

e Profit maximization (MR=MC)

* Economic profits (expected profit = 0%)
e Opportunity costs

* Risk across lease types

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

*On average, in the long run.




Landowner/producer risk-return tradeoff
X

[Producer]
Cash rent

Crop share
27?7

Crop share

Cash rent

Return, $/ac

[Landowner]

Risk, $/ac

Risk premium...

How should cash rent for non-irrigated land compare
with expected returns from equitable crop share when

averaged over several years?
1. 5-10% higher
2. Roughly equal
. 5-10% less

3

4. 10-15% less
5. 15-25% less
6

>25% less

44%
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KSU Lease.xls ----- A spreadsheet budgeting program to determine equitable
crop share and cash lease rental arrangements.
Version - 1.9.10
INPUTS vs CALCULATED VALUES
Inthe Crop budgets, Shares, and Lease budgets sheets all blue numbers are inputs and all black numbers are
calculated from these inputs. The spreadsheet automatically recalculates every time an additional input is entered. Thus,
it is important to wait until all data have been entered and reviewed before interpreting any of the calculated results {i.e.,
black nurmbers).
DESCRIPTION OF INPUTS
The paper titled KSU-Lease.pdf serves as a "users guide” and provides a brief overview of this spreadsheet. Also, several
of the input cells (i.e., blue number) have a red diamand in the upper right hand corner of the cell. By moving your mouse
cursor over this diarmond, a brief description of the input will be displayed on the screen.
COMPANION PUBLICATIONS
| < | This spreadsheet was developed as a decision-aid tool based on the principles of equitable leases outlined in several
| 2L | publications that can be found on the K-State Ag Econ departmental website (www.agecon.ksu.edu). Additionally, the
22 | budget format of this spreadsheet was designed to follow that of the K-State Farm Management Guide crop budgets, which
| 23 | are also available on the Ag Econ website, 50 they can also be a useful resource when analyzing leasing alternatives.
24
| 25 | Developed by: Kevin C. Dhuyvetter Terry L. Kastens
| 26 | Extension Agricultural Economist Professor Emeritus
27 Kansas State University Kansas State University
| 28 |
| 29 | voice: (785) 532.3527 voice: (785) 6269000
| 30 | FAX: (785) 5326925
31 | email: kcd@ksu.edu email: tkastens@kaster c.com
| 32 | website: www.agmanager.info website: www.agmanager.info @
W 4 v if\Intro { Crop budgets £ Shares { Lease budgets £ Flexl /Flex2 { I energy costs {Notes /| >
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“d] Fle Ede vew et Fome lods Data wndl CFOP PIICES (increased fertilizer & machinery costs).
21 - A
A |B| 5] [ o T E [T F [ o T =®H ] 1 K | L | ™M [ v
1
| 2 | TABLE 1. CROP BUDGETS SHOWING TOTAL COSTS AND RETURNS Print budgets
3
4| Crop/System T WhR  WhtC Milo Comn  SB.FS  SB.OC Total Per Per
| 5 | Planted acres of each crop h 250 500 13.5 4.5 7.0 0.0 100.0 Acre Acre
| 6 | Tillable acres per planted acre b 1.00 1.00 1.00 1.00 1.00 0.00 1000 Planted Tillable
7
2| INCOME PER ACRE b
| 9 | A.Yield per acre Y oow0” w07 7007 800" 2507 180
|10 | B. Price per unit b 16.30 $6.30 $3.87 $4.10 $10.03 $10.03 Returns over costs
| 11| C.Net government payments $15.35 7 §1535 7 $15.35 7 $15.35 7 $15.35 $0.00 ) .
(12| D.Indemnity payments $0.00  $0.00  $0.00  §0.00  $0.00  $0.00 (i.e., profit) -- one of
|13 | E. Miscellaneous income 10.00 $0.00 $0.00 $0.00 $0.00 $0.00 the numbers to focus
14 F. Returns/acre ((AxB) + C+D +E 267.48  $267.48 428622 $343.60  $266.21  $180.62 ;
e eturns/acre ((Ax B} + C+ D +E) §. § § § b3 $ on. We expect it to
16|  COSTS PER ACRE b be “close” to $0, on
17| 1. Seed T #1500 $9.00  $10.08  $55.02  $42.90  $49.50 :
15| 2. Herbicide T3 665 1987 3208 .06 ggs  average,inthelong-
| 19 | 3. Insecticide / Fungicide h 1.00 1.00 0.00 1.00 0.00 0.00 run.
EX 4. Fedtilizer and Lime T osl42 16.56 52.91 58.47 16.57 1125
| 21 | 5. Crop Consulting 0.00 0.00 0.00 0.00 0.00 0.00 o .
= 6. Crop Insurance 0.00 0.00 0.00 0.00 0.00 0.00 If itis “too high” (as
(23 | 7. Diying b 0.00 0.00 0.00 0.00 0.00 0.00 e i
2 8. Miscellaneous 5757 5757 5157 515t sgs sps s likely the case
| 25| 9. Machinery Expense oM 111.02 118.56 120.08 7011 62.88 here), land values
| 26 | 10. Non-machinery Labor 3 11.18 11.18 12.09 12.22 6.89 6.24 i
(27 | 11. Inigation N 0.00 0.00 0.00 0.00 0.00 0.00 gnd rents will
(2 | 12. Land Charge / Rent T 00 42.00 42.00 42.00 42.00 0.00 increase.
28|  G.SUBTOTAL 25057 $233.15  $261.26  $326.61  $192.28  $144.70 $24,265  $242.65  §242.65
30 | 13. Interest on 1/2 Nonland Costs 6.00 5.39 6.28 8.55 144 433 574 5.74 574
31|  H.TOTAL COSTS $256.57  $238.54  $267.54  §335.17  $196.72  $149.03 $24,839  §248.39  §248.39
(32| 1. RETURNS OVER COSTS (F - H) $10.90  §28.93  §18.67 $8.53  §69.49  §31.59 2496 §24.96 ( §24.96 )
33| J.TOTAL COSTS/UNIT (H/A) $6.41 $5.96 $3.82 $4.19 $7.87 $8.28
(34|  K.RETURNTO TOTAL COST (+13)/G 6.75%  14.72% _ 955%  5.23% _ 38.45% _ 24.82% 10.05% _ 10.05% _ 10.05%
W 4 » W Intra 3 Crop budgets ( Shares { Lease budgets {Flexd {Flex2 £ I energy costs 4 Motes £ Cou < Bl
Ready UM
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P2] Ble Edt Yew et Fomet Tmk Data wndl CFOP PIICES (increased fertilizer & machinery costs). P2l Hle Ede yew Ineert Famet Tods st wnél CTO PIrICES (increased fertilizer, machinery & land costs).
A37 - # AR - A
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3 32|  TABLE 8. ALTERNATIVE METHODS OF ESTIMATING CASH RENT ) L 01/30/11  1:57 PM
—{ —— Print cash rent info |
| 39 | Crop/System Wht-R Wht.C Milo Com SB-FS SB-DC Total | 83 |
| 40 | Planted acres 25.0 50.0 13.5 5 7.0 0.0 100.0 | 84 | Crop/System WhtR  Wht-C Milo Com  SBFS SBDC Total Per Per
| 4 | B Total tillable acre 100.0 Planted Tillable
| 42 | QPERATOR’S share of machinery, lahor, imrigation, and land {enter -100% if shared equitably) N | 26 | Planted acres of each crop 25.0 50.0 13.5 4.5 7.0 0.0 100.0 Acre Acre
[ DrillPlant 100% 1007 100% 100% 100% 0% N = = .
44|  Tillage and Chemical Applications: Calculated” values for | 38 | A.Landowner's COST
25 Chisel 100% 100% 100% 100% 100% 100% hat i itabl Ex Land $59.00  $59.00  $59.00  $59.00  $59.00  $0.00 5,900 459.00  §59.00
e Disk w0 1004 o 0% 1o qoon  Vhatisequitable -- o0 Iigation equipment $0.00 000 3000  §0.00  $0.00  $0.00 0 $0.00
a7 | Field cultivate 100%  100%  100%  100%  100%  100% numbers to focus on. o] Total §59.00  $59.00  §59.00  §59.00  459.00  $0.00 $5.900  $59.00
| 48 | Cultivate wisidedress 100% 100% 100% 100% 100% 100% el
| 49 | Anh_yflrous a|)|_)|ice_|tion 100% 100% 100% 100% 100% 100% X E B. Landowner's EQUITABLE SHARE RENT —— risk adj factor
[ 50 Fertilizer application -100%  100%  100%  100%  100%  00%  Typically what people 95 | Total income §267.48  $267.48  4286.22 $266.21  $180.62  §27.335 27335 §273.35
5L | cid cat o 100% - 100% - A00% - ADO% - A0O% 00k o o oing is equitable [ %6 | Landowner's share 33.3% 33.3%  333% 0 333%  333%  333% 333% 333%  333%
E le/fung pelicat A00% - 100%  -100%  100%  -100%  -100% 9 ’ q : (57 | Landowner’s income $89.09  $89.09  §95.31 11448 §88.67  $60.16 9,105 §91.05  §91.05
| 53 | Harvest : ., : : ., : and thus this provides a E Landowner operating expense 31.21 27.21 35.67 40.14 19.08 12.20 2,940 29.40 29.40
| 54 | Harvest 100% 100% 100% 100% 100% 100% heck . (99 | Income less operating expense $57.88  §61.82  $59.66  §74.33  169.60  $47.97 $6,165  161.65  $61.65
[ 53] Hauling 100% 100% 100% 100% 100% 100% ~ check on costs in 100 Less risk adjustment 0.00 0.00 0.00 0.00 0.00 0.00 0 0.00 0,00
| 56 | budget 101 Cash rent equivalent $57.88 $61.82 $59.66 $74.33 $69.60 $47.97 46,165 461.65 $61.65
| 57 | Miscellaneous 80% 80% 80% 80% 80% 80% : |10
38 Non-machinery labor 100% 100% 100% 100% 100% 100% % Y ‘1 ¢ CAN AFEGRD TO PAY
? N | 104 ] . Amount tenant
S| inrigation sxpenses If landowners in area are 105 Total income $267.48 926748  4286.22 434360  $266.21 418062 27,335 $273.35  4273.35
o1 | Labor 100% 100% 100% 100% 100% 0% typically getting a higher 106 Total operating expense $214.57  $196.54 422554 §293.07  $154.72  $149.03 20,639 $206.39  $206.39
= . f ) f f ) . typically g g 9 107 Return to land and irr equip 5200 $7093  $60.67  $50.53 11149  $3159 $6,696 96696  $66.96
| 62 | Fuel and oil 100% 100% 100% 100% 100% 100% o
63 | Repair and maintenance 100%  100%  100%  100%  100%  foo%  Ppercentage than the B B
| 52]  ligation Investment calculated value (and [in]  Cash rent from budget vs. cash rent equivalent with crop share (and imputed risk
| 65 | Well, pump and gearhead 100% 100% 100% 100% 100% 100% . ( (111 . 9 . a . p ( . p . 459.00
[ 66 | Motor 100% 100% 100% 100% 100% 100%  profit > $0), land charge 1z premium) -- numbers to focus on. Historically we have suggested a risk premium of {6254
o . migation system 100% - 100% - 100% - 100% - 100% - 100% jikely should be 13| ~10% (i.e., the value that would drive cash rent (A) and cash rent equivalent (B) 466.96
65| Land 0% 0% 0% 0% 0% 0% increased. 15| equal —in this example it is 4.3%).
| 70 | Cash payment to landowner, $/acre $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 | 116 | $7.96
| 71 | QOperator’s equitable share (0S%) 73.4% T2.5% 73.1% 79.3% 69.5% 99.0% 73 | 117 | H i g« H " i HIRH H
[ 72 | Landowner’s equitable share (LS%) 26.6% 27.5% 26.9% 20.7% 30.5% 1.0% 27 3 118 If risk premium is “too high” this suggests that land rent will likely increase. 2
K« v i\ Intro £ Crop budgets Y Shares { Lease budgets /Flexd £ Flex2 { It energy costs £ Nates { Cou[< | 201 W 4+ niyIntro £ Crop budgets £ Shares % Lease budgets /Flexl {Flex2 /I energy costs 4 MNotes £ Cou < | 30
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Cash rent auction in NW KS ...

3]

82 "TABLE 8. ALTERNATIVE METHODS OF ESTIMATING CASH RENT Pri p | 0130/11  1:59 PM
1 Tint cash rent info

83
's2|  Trop/System WhtR  WmtC  Wilo  Com SBFS SBODC Total Per Per l A " D I EAs E Au c l l o “
85 1000 Planted Tillable

Total tillable acre

% Planted acres of each crop 25.0 50.0 13.5 4.5 7.0 0.0 100.0 Acre Acre 21 50 Acres +/_ Located in Sheridan and Thomas County,
83 | A. Landowner's COST Kansas

89 Land $59.00 $59.00 $59.00 $59.00 $59.00 $0.00 $5,900 $59.00
| o0 | Irrigation equipment $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 40 $0.00 L] i . .

o1 Total $59.00 $59.00 $59.00 $59.00 $59.00 $0.00 $5.900 $59.00 Saturday, Ja nu ary 1 55 201 1 Tlme' 2 '00 p'm'
| 92| .
B Sale Location: Shepherd's Staff building,
| o4 | B. Landowner's EQUITABLE SHARE RENT - risk adj factor 0.0% owne war J unkres 225 Main St., Rexford, KS
55 | Total income 4325.35 §325.35 $3149.86  §41045  $313.29 §214.52 $33,164  $331.64  $331.64 - -
| 96 | Landowner’s share 33.3% 33.3% 33.3% 33.3% 33.3% 33.3% 33.3% 33.3% 33.3% { _" —
| 57 | Landowner’s income $108.37  $108.37  $116.53  $136.72  $104.35 $71.45 $11,047 - $11047  $11047 —= .
| 98 | Landowner operating expense 2 27.27 35.67 40.14 19.08 12.20 2,940 29.40 29.40 = .
| 95 | Income less operating expense $77.16 $81.10 $80.86 $96.57 $85.28 $59.25 8,107 181.07 $81.07 e =
| 100 | Less risk adjustment 0.00 0.00 0.00 0.00 0.00 0.00 0 0.00 880 = ==

101 Cash rent equivalent $77.16 $81.10 180.86 $96.57 185.28 $59.25 8,107 $81.07 $81.07 ¥ <« ]

[104)  C. Amount tenant CAN AFFORD TO PAY T

| 105 | Total income $325.35  §325.35  $349.86  $41045  $313.29  $214.52 $33.164  $331.64  $331.64 ——

| 106 | Total operating expense $214.57  §196.54  $225.54 29317 $154.72  $149.03 420,639 $206.39  $206.39 =

07 Return to land and irr equip $110.78  $1286.81  $124.32  §117.28  $158.57 $65.48 $12,526  $125.26  $125.26 |

s ) : ) i =

[110] At current forward bids, a landowner accepting $59/ac cash rent would be taking ~27% less ==

111 . P . =

Tzl than would be expected with a 1/3 crop share. The initial $42/ac in the budget would be -

ﬁ roughly a 48% reduction. Is this going to pressure cash rents to increase? -

113

E Returns above all costs (profit) T $5178 $69.81 $65.32 $58.28 $99.57 $65.48 46,626 $66.26 66.26
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Cash rent auction in NW KS ...

Kansas county-level non-irrigated
crop cash rents...

Announcements made Day of Sale take precedence over printed material
AUCTIONEER'S NUTE: Thas laod i sll jrane cropland with o growesg crogs. These ace caly 30 arees hal me tesraced Jocated s SW14 15-75-30W, Shenr.
dan Conary. Kansms. Anyone uesested i adding to thesr operamon with very preuciive farmisnd woat want b2 s this yuction. AT the bnd bay boen msun-
tramnd with o1l fon el puast L0 ymars

Boantal Baaw, $ias |

LEASE: The Jeases will be mencaed
liing years lnsses due on or before fa
vomemests The beste for the 132 yesr mmst be segotzate

B Bive year lease, with § Pwo vear opticn afer the five vears. The fisvt year's Jease will be doe day of susticn, with fol-
ach year The beases il be auctioned in ten wdsdaal acs. AN Imams will be sold an FSA coopland uiea

v Septembes | 101
AGENCY DISCLOSURE: Jobnon Realty, Tt s ity apmass

7 g the Lovscr assd not ey [ P
Call Lysa A. Johoson, Tehason Raslty. Toc. for mices information. Office . T5-875.2785 or Lywa's coll . THEA75.8504
Nt responaible foq aceidemn, All guaressees e berween Lessor and Lewves.

AT imapectims e the respoasibelity of dhe potenial besSers, with Bo Fuariaies of whrrRzsies fom the Lesvor of Jedmuon Kealry, Ine. and sty npens. AH iafes-
|mation has been obuaesed froen elistile somces

Tract 1: NE1/ 10-7-31 and WHZNW1L

Tract & SE1M 28-6-32 Thomas County

Tract & WARZ 7-7-30, Sheridan County

1-7-31, Thomas County Cropland acres 156.0 Cropland acres - 268.0
Cropland acres - 2140 Wheat base acres 45 Yied - 36 Wheat base acres T80 Yield- 36
Wheal base acres. 17110 Yedd. 36 Gran Sorghum base acres . 428 Yield - 47 Corm base acres. H5E Yeld 1M0
Gran Sorghum bese aces . 430 Yield - 48 Surowers base acres 59 Yield 7970 kn

Tract T: B2 35-6-32, Thomas County

Tract 2: EAZNWIA 23731, Thomas County Cropland acrés - 3087 Tract 10: SW1M 18-7-30, Sheridan County

Cropland acres - 787 Wheat base acres. e 1HEE Yield - 35 Croplard acres - 1583

Wheat base acres ITE Yiedd-35 Grain Sorghum base acres 844 Yield - 47 ‘Wheat base acres. 785 Yied. 3
Grain Sorghum base acres 334 Yield - 46

Traet 3: SW14 35-6-31, Thomas County Tract B: 112 6-7-30, Sheridan County Earley hase acres 22 Yeld-40

Cropland acres - 1531 Cropland acres - 3059

Wheal burse acres. 58 Yeeld-58 Wheal base acres ABS Yed .37

Gran Sorghum base acres X34 Yield - 48 Gran Songhum base oores .. 483 Yied - 48

Burley acres B Yied - 40

Tract & WWI4 3-7-32, Thomas County
Cropland acres - 1509

Wheat base acres 754 Yeid-3%
Gran Sorghum base acres. . 439 Yield - 47

| -

* 2010 Cash rent values as reported by USDA NASS and Kansas Agricultural Statistics (KAS).

CHECK T OUR WE TE AT www johmacn-teal-esiale com
Johnson Realty, Inc.
122 South Fesn, Oberfin, KS 07745
Fiobarta Johnson, Orokee - Lynn A Johnson, Associale DrokerAuctionsss

Tract §: WiR2 27432, Thomaa County

Cropland acres - 3145 . .. Call Lynn A Johason for sake bill o informatian: 705-475-2785 - Mabile: TH5-A75-8514 71}
Wheal base oo 1559 Yield - 38 i [ohsofrealty] € yahoo.com

Gran Sorghum base acres 900 Yield - 48 ”

Barley base acres 15 Yisd .40 i ety

David Juremann. Salesperson Dianse Dremer, Oterin. Saesserson  Michuel Wiison. Saiesperson

Cash rent auction in NW KS ... Do you agree or disagree with the following

Munkres cash rent auction, January 15, 2011

Producers should receive 100% of payments from

Cropland $/acre Annual Wheat Corn Milo Govt Govt pymt Avg % PPM
Tract acres (FSA) rent dollars  stubblea stalksa stalksa payments peracre org matter soil test P prog rams Such as CSP th at are d ue to the”‘
1 214.0 $110 $23,540  108.0 106.0 $3,255 $15.21 2.00 37.50
2 79.7 $90 $7,173 79.7 $586  $7.35 150 1500 management. 20%  29%
3 153.1 $105 $16,076 153.1 $597 $3.90 1.80 17.00 —
4 160.9 $135 $21,722  160.9 $1,776 $11.04 1.70 15.00
5 314.6 $140 $44,044 2264 88.2 $3,638 $11.56 1.60 23.00 1 " St ron g |y ag ree
6 156.0 $140 $21,840 156.0 $1,747 $11.20 170 21.00
7 308.7 $130 $40,131  240.0 68.7 $3,441 $11.15 174 24.55 2 . A g ree
8 305.9 $125 $38,238 305.9 $3,847 $12.58 1.80 24.00
9 299.0 $135 $40,365 299.0 $5,465 $18.28 2.00 20.00 3 . N eutr a|
10 156.3 $120 $18,756 78.2 78.2 $1,709 $10.93 1.65 21.00
Total 2,148.2 Sa7eed. 735.3 729.9 683.1  $26,061 4. Di S ag ree
Overall per acre values ( $126.56 ) $12.13 175 21.80
Correlation of cash rent with abM> 0.51 0.14 0.04 5 St ron g |y d |S ag ree
Only marginal differences in farmability and land quality across tracts, except thattract 2 had several acres in a lagoon.
All land is non-irrigated, fairly flat, little erosion, and has good road and grain market access.
All land is open, i.e., no growing wheat.
Land leased for 5 years and tenant must ensure no loss of soil fertility during lease term, i.e., must reimburse

landowner at end of lease for any reduced fertility (both N and P), as judged by before & after soil tests.
Land located near Rexford and Gem in both Thomas and Sheridan counties, Kansas. 1 2 3 4 5

Pre-auction expectations likely were centered around $80/acre.




Crop land cash rents for 2011...

My estimate as to what cash rents for crop land in
2011 will be, relative to 2010, is...

41% 41%

Down >5%
Down 2-5%
Steady

Up 2-5%
Up 5-10%
Up >10%

o g A~ w N oE

» Market values trump what we might calculate, but
we calculate values to avoid making bad decisions

* To reduce risk associated with renting land,

consider:

-- Staying with (going back to) crop share

-- Go to a flexible cash rent (not ad hoc bonuses)

-- Renegotiate often (i.e., every year) and be willing to
increase and decrease rents annually

-- Increase level of communication

* Thereis no one right way to manage farm leases,

but several things to strive for are:
-- Keep arrangement business like
-- Maintain open communication at all times

~MANAGER.INFO

Kansas State Research & Extension

www.agmanager.info




