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1st Floor The Tointon Great Room is an open, comfortable seating
area, highlighted by the Frasier family limestone fireplace—ideal for a
trade show between sessions of the conference. The Banquet Room can
accommodate up to 750 people for a reception, or 400 people with
round tables of eight guests per table. The room also can be divided
into four quadrants, for more intimate gatherings.

2nd Floor The Tadtman Board Room overlooks Memorial Stadium and
can accommodate 40 people in board room-style seating or 72 in
dinner-style seating.

3rd Floor The third floor features four specialty conference rooms. The
Purple Pride Room can accommodate 15-50 people, and the Lecture
Room is set up with permanent theater-style seating for 30 people. The
Truitt Room and the Powercat Room can each seat 12 persons.
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The Case For and Against Farm Programs
Troy Dumler
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Renewable Fuels Situation
Mike Woolverton
Factors Impacting Farm Growth
Michael Langemeier

Economics, Management and Human Relationships

Rodney Jones
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Orlen Grunewald
The Energy Situation in Ag
Terry Kastens
The Law of Unintended Consequences
Bill Golden
Optimal Nitrogen Fertilizer Rates
Kevin Dhuyvetter
Risk and Crop Insurance Issues
Andrew Saffert & Art Barnaby
Reflections on Production Ag in South America
Michael Boland
Growing People
Sarah Fogleman
Economic Impacts of the CREP
John Leatherman & Bill Golden
Cost & Revenue Drivers in the 2007 Farm Bill
Sam Funk
Risk and Profit of Organic Grains
Hikaru Hanawa-Peterson
Business Entity Buffet
Mark Wood
Off-farm Investment Behavior on Kansas Farms
Bryan Schurle
Hedge Funds and Their Impact on Ag Prices
Joe Arata

NutrientNet: An On-line Tool for Nutrient Trading

Jenny Guiling & Jonathan St. John

Banquet Room A
Tadtman Boardroom
Banquet Room B
Banquet Room B
Purple Pride, 305
Banquet Room B
Banquet Room A
Purple Pride, 305
Purple Pride, 305
Banquet Room A
Tadtman Boardroom
Purple Pride, 305
Lecture Room 307
Banquet Room A
Lecture Room 307
Banquet Room B
Tadtman Boardroom
Tadtman Boardroom

Lecture Room 307
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Kansas State University Location & History

Kansas State University was founded February 16, 1863, as a
land-grant institution under the Morrill Act. It was initially
located on the grounds of the old Bluemont Central College,
which was chartered in 1858. The university moved to its present
site in 1875.

The 664-acre campus is in Manhattan, 125 miles west of Kansas
City via Interstate 70 in the rolling Flint Hills of northeast
Kansas. The campus is convenient to both business and
residential sections of the city. Under an enactment of the 1991
Kansas Legislature, the Salina campus, 70 miles west of
Manhattan, was established through a merger of the former
Kansas College of Technology with the university.

Additional university sites include 18,000 acres in the four branch
locations of the Agricultural Experiment Station (Hays, Garden
City, Colby, and Parsons) and 8,600 acres in the Konza Prairie
Research Natural Area jointly operated by the AES and the
Division of Biology.

One of the six universities governed by the Kansas Board of
Regents, Kansas State University continues to fulfill its historic
educational mission in teaching, research, and public service.

This text was extracted from the 1997-99 Graduate Catalog.

Alumni Center

The K-State Alumni Center houses the Association offices and
offers meeting and banquet facilities for the university and
community. Open to the public in October 2002, the 52,000
square-foot facility was funded entirely with private contributions
by more than 1,300 donors. The Center is constructed of native
Kansas limestone with K-State memorabilia displayed in the
Memorabilia Room, as well as throughout the building. A high-
tech room provides the latest in technology for state-of-the-art
presentations.



Page 2 SESSIONS AND TOPICS

THURSDAY, AUGUST 17, 2006

10:30 am —12:00 pm REGISTRATION

11:30 am —12:30 pm LUNCH

12:30 pm - 12:40 pm Introduction to Water Quality Trading

12:45 pm - 1:45 pm KEYNOTE ADDRESS
*2007 Farm Bill:

An Opportunity to Interface Tomorrow and Yesterday”
Dr. Carl Zulauf, The Ohio State University

2:00 pm — 2:50 pm SESSION |

Troy Dumler Banquet Room A
The Case For and Against Farm Programs

Mike Woolverton Banquet Room B
Renewable Fuels Situation

Michael Boland Tadtman Board Room, 201
Reflections on Production Ag in South America

Rodney Jones Purple Pride Room, 305
Economics, Management, and Human Relationships

Hikaru Hanawa-Peterson Lecture Room, 307
Risk and Profit of Organic Grains

Jeff Peterson and Craig Smith Powercat Room, 332

Water Quality Trading Experiment

2006 RISK AND PROFIT CONFERENCE ~ rage3l

Management Analysis & Strategic Thinking
Now Enrolling
Classes Begin November 13-14 2006

Distance Education for Agricultural Producers

The MAST Program combines new information and decision-making tools
with distance education for geographically isolated farmers and ranchers, ag
lenders, and agribusiness professionals. An innovative distance education
program for progressive farmers and ranchers, MAST delivers farm
management information via state of the art technology that fits your needs.
Classes are enrolling now for the fall.

How the Program Works:

MAST begins with a two-day workshop on the K-State campus where
program participants are introduced to key management tools and concepts
to be emphasized in the program. For the next three months, participants
learn through distance education methods, and progress through several
learning modules focusing on various farm management tools and their
application. After completing the distance education portion of the program,
participants return for a final two-day program that will emphasize applying
tools and concepts to their individual farm situations.

For more information about the MAST Program contact:
Alicia Goheen

Program Coordinator

Phone: (785) 532-4434

Fax: (785) 532-6925

agoheen@agecon.ksu.edu

Visit our website: www.agmanager.info/MAST for more details -- or
check out the brochure included in your Risk and Profit materials.
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“ Kansas State University

“~ 0 Research and Extension

' - , Agricultural Economics
Kansas State University 345 Waters Hall

Research and Extension ;- nattan KS 66506

Phone: (785) 532-5823
Agricultural Economics  Fax: (785) 532-6925

www.agmanager.info

Master in Agribusiness
Distance Education

Dept. of Agricultural Economics
324 Waters Hall
Manhattan, KS 66506

Phone: (785) 532-4495
ASTER OF AGRIBUSINESS Fax: (785) 532-6925

www.mab.ksu.edu

KSRN — Kansas Radio Network
20 McCain Auditorium
K-S m rE Kansas State University

. Manhattan, KS 66506-4701
Radio Network  phone (785) 532-5851

www.kstateradionetwork.com

Kansas Foundation for

Agriculture in the Classroom

KSU College of Education
124 Bluemont Hall
Manhattan, KS 66506

(785) 532-7946 Fax: (785) 532-7304
K FAC Email: ksfac@ksu.edu

http://www.ksagclassroom.org
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3:00 pm - 3:50 pm SESSION I

Andrew Saffert and Art Barnaby Banquet Room A
Risk and Crop Insurance Issues

Orlen Grunewald Banquet Room B
Farm Efficiency

Andrew Barkley Tadtman Board Room, 201
Wheat Variety Selection

Sarah Fogleman Purple Pride Room, 305
Growing People

Jenny Guiling and Jonathan St. John Lecture Room, 307
NutrientNet: An On-line Tool for Nutrient Trading

Jeff Peterson and Craig Smith Powercat Room, 332

Water Quality Trading Experiment

4:00 pm — 4:50 pm SESSION 111

Terry Kastens Banquet Room A
The Energy Situation in Ag

Michael Langemeier Banquet Room B
Factors Impacting Farm Growth

Michael Boland Tadtman Board Room, 201
Reflections on Production Ag in South America

Bill Golden Purple Pride Room, 305
The Law of Unintended Consequences

Jeff Peterson and Craig Smith Powercat Room, 332

Water Quality Trading Experiment

5:00 pm - 6:15 pm Social & Cash Bar
6:15 pm - 7:30 pm DINNER
7:30 pm - 8:30 pm EVENING SPEAKER

“A Congressional View of the Upcoming Farm Bill”
Congressman Jerry Moran, Kansas 1st District
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6:45am - 7:30 am BREAKFAST

7:40 am - 9:10 am GENERAL SESSION
Livestock and Grain Outlook

James Mintert
Mike Woolverton

9:10am - 9:30 am Break

9:30 am - 10:20 am SESSION IV

Terry Kastens Banquet Room A
The Energy Situation in Ag

Mark Wood Banquet Room B
Business Entity Buffet

Andrew Barkley Tadtman Board Room, 201
Wheat Variety Selection

Bill Golden Purple Pride Room, 305
The Law of Unintended Consequences

Jenny Guiling and Jonathan St. John Lecture Room, 307

NutrientNet: An On-line Tool for Nutrient Trading

10:30 am - 11:20 am SESSION V

Sam Funk Banquet Room A
Cost and Revenue Drivers of the 2007 Farm Bill

Michael Langemeier Banquet Room B
Factors Impacting Farm Growth

Bryan Schurle Tadtman Board Room, 201
Off-farm Investment Behavior on Kansas Farms

Kevin Dhuyvetter Purple Pride Room, 305
Optimal Nitrogen Fertilizer Rates

Hikaru Hanawa-Peterson Lecture Room, 307

Risk and Profit of Organic Grains

11:40 pm - 12:50 pm LUNCH & PARTICIPANT SURVEY
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- DTN
n 9110 W Dodge Road
2 Omaha, NE 68114
e

Phone: (402) 399-6466
www.dtn.com

Kansas Farm Bureau /

Beef Verification Solution
@’? Beef Verification SOIution .- «r piasa
v Agriculture Solutions Manhattan, KS 66503
Phone: 800-406-3053 EXT 6141
Email: bvsinfo@agsolusa.com

www.agsolusa.com/bvs

Farm Risk Management Specialists
800-237-3767

AMC Trading & AMC Plus

Commodity Brokerage/Consulting
AMC Pete Loewen, Tim Strunk, Darrell Holaday
Buioows Bevrer Bussestes 866 262 9200
www.amcplus.com
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The Home Agency

D The 210 Smith Street

B Home PO Box 326
411
1l Elwood, NE 68937
D xAxge Cy Phone: (308) 785-2803

Fax: (308) 785-2560

www.thehomeagency.com

Kansas Farm Management Association

Your Farm. Your Information. Your Decision.

Kansas State University « 308 Waters Hall « Manhattan, KS 66506
Phone: 785.532.1513 « Fax: 785.532.6925

www.agecon.ksu.edu/kfma

Frontier Farm Credit

o 2401 N. Seth Child Rd.
i . PO Box 1807
€ \Q Frontier Farm Credit  vannattan, ks 66505
® Phone: (785) 776-6931
(800) 874-2474

www.frontierfarmcredit.com

Farm Credit of Central KS

0 7940 W. Kellogg Dr
e@ Farm Gredit of Central lansag P-O. Box 12800
Wichita, Kansas 67277
Phone: (316) 721-1100
(800) 466-1146

www.fcskansas.com
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1:10 pm - 2:00 pm SESSION VI

Troy Dumler Banquet Room A
The Case For and Against Farm Programs

Orlen Grunewald Banquet Room B
Farm Efficiency

Joe Arata Tadtman Board Room, 201
Hedge Funds and Their Impact on Ag Commodity Prices

Sarah Fogleman Purple Pride Room, 305
Growing People

John Leatherman and Bill Golden Lecture Room, 307

Economic Impacts of the CREP

2:10 pm - 3:00 pm SESSION VII

Andrew Saffert and Art Barnaby Banquet Room A
Risk and Crop Insurance Issues

Mike Woolverton Banquet Room B
Renewable Fuels Situation

Bryan Schurle Tadtman Board Room, 201
Off-farm Investment Behavior on Kansas Farms

Kevin Dhuyvetter Purple Pride Room, 305
Optimal Nitrogen Fertilizer Rates

John Leatherman and Bill Golden Lecture Room, 307

Economic Impacts of the CREP

3:10 pm - 4:00 pm SESSION VIII

Sam Funk Banquet Room A
Cost and Revenue Drivers of the 2007 Farm Bill

Mark Wood Banquet Room B
Business Entity Buffet

Joe Arata Tadtman Board Room, 201
Hedge Funds and Their Impact on Ag Commodity Prices

Rodney Jones Purple Pride Room, 305

Economics, Management, and Human Relationships
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12:45 pm - 1:45 pm KEYNOTE ADDRESS
“2007 Farm Bill:

An Opportunity to Interface Tomorrow and Yesterday

The next farm bill, be it the 2007, 2008, or later farm
bill; will be crafted by the intersection of historical
trends, current economic condition of U.S. agricul-
ture, and considerations external to the farm sec-
tor. Each of these three areas will be discussed, but
the emphasis will be on the current economic condi-
tion of U.S. agriculture. This talk concludes with a
discussion of likely policy scenarios and associated
policy options.

Dr. Carl Zulauf, Professor, The Ohio State University

Carl Zulauf is the Francis B. McCormick Professor of Agricultural Mar-
keting and Policy at The Ohio State University. He has teaching re-
sponsibilities for introductory economics, managerial economics, and
futures and options markets. His research is focused on agricultural
policy, and agricultural futures and options markets.

Professor Zulauf was raised on a general farm 60 miles north of Co-
lumbus, Ohio, and still has a business interest in the farm, primarily as
a landowner. He received his B.S. and M.S. degrees from Ohio State
University in agricultural economics and his Ph.D. from the Food Re-
search Institute, Stanford University.

During 1985, Dr. Zulauf was on leave with Senator John Glenn’s
Washington D.C. office, assisting with food and agricultural legislation.
During the summer of 1993, he was program director for Ohio State’s
study abroad program in the Czech Republic. During the spring of
2001, he served as program director for Ohio State’'s study abroad
program in China and Taiwan.

2006 RISK AND PROFIT CONFERENCE

Notes from this session:

Page 27




Page 26 FRIDAY, AUGUST 18, 2006

3:10 pm -4:00 pm SESSION VIII

Banquet Room A Sam Funk

Cost and Revenue Drivers in the 2007 Farm Bill
Energy price concerns recently are reflected in the substantial increases in energy costs for
Kansas producers, which have dramatically affected profitability on farms. Coupled with
large swings in yields, there has been significant variability in profitability for “average”
Kansas farmers. As producers look to diversify, ethanol production appears poised to be a
vehicle of choice for many. The expansion of biofuels may well offer opportunities for
grain producers in Kansas, while also offering new opportunities and challenges to live-
stock producers. Looking at financial ratios on average, farms appear well-healed to move
forward into the future. However, with variability always possible, conditions can change
suddenly and harshly. Policies in the future must address the need for a safety net for
Kansas producers to allow them to weather financial storms and regain their footing .

Banquet Room B Mark Wood

Business Entity Buffet: Evaluating the Right Entity for Your Operation
It is hard not to notice all the farm business entity changes over the past ten years. Many
farmers have chosen LLC and some have chosen Corporation entities, and the clever names
that go with them. What are the strengths and weaknesses of typical LLC, S-corporation,
C-corporation, partnership, and the basic Sole proprietor entity structures? This presenta-
tion will review basic income tax structure, history, and policies. Following the tax review,
a side-by-side comparison of the most common business entities will be discussed. The
presentation will conclude with some flow chart examples of each entity type reviewed and
the tax treatment of income flowing through them.

Tadtman Board Room Joe Arata

Hedge Funds and Their Impact on Ag Commodity Prices
This presentation is about hedge funds and how their speculative trading activities impact
agricultural commodity cash and futures price volatility. It will involve an explanation of
what hedge funds are and what they are not. How hedge funds operate and what impact
they are having on the world of financial investments. An estimate of how increase in com-
modity futures contracts has affected agricultural commodity price volatility is discussed.

Purple Pride Room Rodney Jones

Economics, Management and Human Relationships
This discussion combines family communications, family conflict mediation, and farm busi-
ness management. The balance between the business system (which demands productivity),
the family system (which is oriented toward security and the development of “good citi-
zens”), and ownership system (which typically is interested in long term growth and return)
cannot be overlooked. Successfully integrating communication (often identified as being
the weakest link in farm business management), strategic transition planning, and the reali-
ties of financial planning within the context of business transition planning provides the key
to successfully navigating major changes (transitions) in the family business.

2006 RISK AND PROFIT CONFERENCE

Notes from this session:
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2:00 pm - 2:50 pm SESSION |

Banquet Room A Troy Dumler

The Case For and Against Farm Programs
As the expiration of the 2002 Farm Bill approaches, debate is intensifying regarding the
legislation that will replace the current Farm Bill. Some believe that U.S. farm subsidies
are essential while others argue that they should be eliminated. This paper will discuss
some of the most common justifications for farm programs and determine whether those
arguments are economically valid. The goal of this process is to separate fact from fiction
and help those interested in the Farm Bill debate make informed decisions regarding future
U.S. agricultural policy.

Banquet Room B Mike Woolverton

Renewable Fuels Situation
High oil price has stimulated interest in renewable fuels made from agricultural commodi-
ties. Mandated inclusion and government stimuli have caused ethanol production to soar.
The increased demand for corn and the production of by-product DDGs has livestock feed-
ers worried about supply and cost of feedstuffs. Planned new capacity may push the indus-
try into an over-capacity situation. In contrast to the rapid growth of the ethanol industry,
the bio-diesel industry has been slow to develop. However, planned new plants coming on
stream in the next 18 months may change the industry dynamics drastically. A bio-diesel
mandate to replace sulfur for lubricity would create a large market for bio-diesel.

Tadtman Board Room 201 Michael Boland

Reflections on Production Ag in South America
Agriculture in Latin America is changing quickly. U.S. producers are being encouraged to
invest in farm land in various countries such as Brazil. The objective of this presentation is
to provide some observations about such investments. The profitability of such investments
is dependent upon exchange rates, the decision to own or rent, availability of management
and hired labor, and other factors. The author recently returned from Argentina, Brazil,
Chile, Honduras, and Uruguay after leading a study tour with undergraduate students.

Purple Pride Room Rodney Jones

Economics, Management and Human Relationships
This discussion combines family communications, family conflict mediation, and farm busi-
ness management. The balance between the business system (which demands productivity),
the family system (which is oriented toward security and the development of “good citi-
zens”), and ownership system (which typically is interested in long term growth and return)
cannot be overlooked. Successfully integrating communication (often identified as being
the weakest link in farm business management), strategic transition planning, and the reali-
ties of financial planning within the context of business transition planning provides the key
to successfully navigating major changes (transitions) in the family business.

Lecture Room Hikaru Hanawa-Peterson

Risk and Profit of Organic Grains
Organic farming in the United States has been rapidly growing since the 1990s. Organic
stuff in stores is certainly sold at a premium, but is it really making farmers more profit-
able? This talk is based on a survey administered to U.S. organic grain producers in No-
vember and December of 2005. We'll be sharing some unique insights on who are growing
organic grains, what their risk concerns are, and whether organics are helping them make
more money.

2006 RISK AND PROFIT CONFERENCE

Notes from this session:
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2:10 pm -=3:00 pm SESSION VII

Banquet Room A Andrew Saffert and Art Barnaby

Risk and Crop Insurance Issues
Adjusted Gross Revenue Lite (AGR-Lite) is a new form of crop insurance under development that
provides financial protection based on the 5-year average gross revenue reported on Schedule F
or equivalent tax forms. AGR-Lite insures nearly all agricultural production, including hay,
forage, livestock and livestock products such as milk and wool. AGR-Lite will provide coverage
to Kansas producers that are producing uninsurable products, currently about 74% of the total
value of Kansas agricultural production. AGR-Lite is backed by USDA and provides government
subsidization to producers.

Banquet Room B Mike Woolverton
Renewable Fuels Situation

High oil price has stimulated interest in renewable fuels made from agricultural commodities.
Mandated inclusion and government stimuli have caused ethanol production to soar. The in-
creased demand for corn and the production of by-product DDGs has livestock feeders worried
about supply and cost of feedstuffs. Planned new capacity may push the industry into an over-
capacity situation. In contrast to the rapid growth of the ethanol industry, the bio-diesel industry
has been slow to develop. However, planned new plants coming on stream in the next 18 months
may change the industry dynamics drastically. A bio-diesel mandate to replace sulfur for lubric-
ity would create a large market for bio-diesel.

Tadtman Board Room Bryan Schurle
Off-farm Investment Behavior on Kansas Farms

The objective of this study was to find out how much money farm households are investing in
stocks, bonds, and retirement accounts and to examine factors that might influence the investment
amount. We used data from the Kansas Farm Management Association data bank for a sample
of farms for 2002 and 2003. We examined both the cash inflow and the cash outflow of the farms
to determine where all the money came from and went on these farms, and how much went into
certain investments. Motivations for investing on and off the farm will be discussed.

Purple Pride Room Kevin Dhuyvetter
Optimal Nitrogen Fertilizer Rates

Given the recent increase in nitrogen prices, it is ever more important for producers to make
management decisions that account for both input (fertilizer) and output (crop) prices in order to
maximize profits. This paper presents results where prices are incorporated into K-State’s offi-
cial nitrogen fertilizer recommendations. Based on forecasts for nitrogen fertilizer prices and
crop prices for the upcoming year, optimal nitrogen levels on dryland crops are generally 2% to
8% lower than official KSU recommendations. Optimal rates for irrigated crops are 15% to 30%,
lower due to the impact of higher pumping costs as well as higher nitrogen costs. It is important
that producers consider optimal nitrogen rates for their own situations instead of relying on
general recommendations.

Lecture Room John Leatherman and Bill Golden

Economic Impacts of the Conservation Reserve Enhancement Program
This study estimated economic impacts associated with implementation of the Conservation Re-
serve Enhancement Program (CREP) in the Kansas Upper Arkansas River Basin. After 15 years
of the program, the CREP acreage was assumed to return to dryland agricultural production/
pasture land with irrigation water rights permanently retired. It was estimated that total direct
impact of the CREP program over 15 years would be an annual net reduction of about $8.7 mil-
lion (2003$). In general, irrigated acreage, crop choice, and water usage patterns will change
for only producers on marginal land or those with credit constraints. In this environment, CREP
may represent a positive net present value alternative that would enhance participation.

2006 RISK AND PROFIT CONFERENCE

Notes from this session:
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3:00 pm - 3:50 pm SESSION 11

Banquet Room A Andrew Saffert and Art Barnaby

Risk and Crop Insurance Issues
Adjusted Gross Revenue Lite (AGR-Lite) is a new form of crop insurance under development
that provides financial protection based on the 5-year average gross revenue reported on
Schedule F or equivalent tax forms. AGR-Lite insures nearly all agricultural production, in-
cluding hay, forage, livestock and livestock products such as milk and wool. AGR-Lite will
provide coverage to Kansas producers that are producing uninsurable products, currently
about 74% of the total value of Kansas agricultural production. AGR-Lite is backed by USDA
and provides government subsidization to producers.

Banquet Room B Orlen Grunewald

Farm Efficiency
The presentation estimates efficiency on Kansas farms using information from the Kansas
Farm Management database. A farm’s technical efficiency is shown by the relationship be-
tween observed production and potential production. A farm’s efficiency is based upon devia-
tions of observed output from the best production practice. Profit maximization requires a firm
to produce maximum output given the level of inputs (i.e. be technically efficient), use the right
mix of inputs in light of the relative prices of each input and produce the right mix of outputs
for given prices. Kansas farms are found to be overall efficient. Larger farms are more efficient
than smaller farms and credit-constrained farms are more efficient than debt-free farms.

Tadtman Board Room Andrew Barkley

Wheat Variety Selection
This presentation will report results of new research that shows that a portfolio of wheat varie-
ties can enhance profitability and reduce risk over the selection of a single variety. Many
Kansas wheat farmers select varieties based on average yield. This study uses portfolio theory
from business investment analysis to find the optimal, profit-maximizing and risk-minimizing
combination of wheat varieties in Kansas.

Purple Pride Room Sarah Fogleman

Growing People: Taking Your Workforce to the Next Level
Delegation is not a task that comes easy to most farmers, and yet many Kansas enterprises
have grown to the point where "do-it-(all)-yourself" is no longer an option. Managers who
embrace this as an opportunity to not only grow but also improve the business can see the
benefits of adding new blood to an operation. With an emphasis on employee selection, train-
ing and performance management, this session will help producers make the transition from
having "hired hands" to having a well-trained team.

Lecture Room Jenny Guiling and Jonathan St. John

NutrientNet: An On-line Tool for Nutrient Trading
Over-enrichment of streams by excessive levels of nutrients such as nitrogen and phosphorus is
a persistent and growing water quality problem. Water quality trading is being explored and
implemented as a way to reduce nutrient pollution. To facilitate the establishment of these
markets, we have developed an online tool, NutrientNet, to determine farmers’ and point
sources’ baseline nutrient loads and achievable reductions, and provide a marketplace for
trades to occur. We show how an online marketplace for water quality trading operates and
how reverse auctions were used to allocate conservation funding in the Conestoga Watershed
of Pennsylvania, and discuss how the NutrientNet tool can be adapted to new watersheds.

2006 RISK AND PROFIT CONFERENCE

Notes from this session:
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1:10 pm —2:00 pm SESSION VI

Banquet Room A Troy Dumler

The Case For and Against Farm Programs
As the expiration of the 2002 Farm Bill approaches, debate is intensifying regarding the
legislation that will replace the current Farm Bill. Some believe that U.S. farm subsidies
are essential while others argue that they should be eliminated. This paper will discuss
some of the most common justifications for farm programs and determine whether those
arguments are economically valid. The goal of this process is to separate fact from fiction
and help those interested in the Farm Bill debate make informed decisions regarding future
U.S. agricultural policy.

Banquet Room B Orlen Grunewald

Farm Efficiency
The presentation estimates efficiency on Kansas farms using information from the Kansas
Farm Management database. A farm’s technical efficiency is shown by the relationship
between observed production and potential production. A farm’s efficiency is based upon
deviations of observed output from the best production practice. Profit maximization re-
quires a firm to produce maximum output given the level of inputs (i.e. be technically effi-
cient), use the right mix of inputs in light of the relative prices of each input and produce
the right mix of outputs for given prices. Kansas farms are found to be overall efficient.
Larger farms are more efficient than smaller farms and credit-constrained farms are more
efficient than debt-free farms.

Tadtman Board Room Joe Arata

Hedge Funds and Their Impact on Ag Commodity Prices
This presentation is about hedge funds and how their speculative trading activities impact
agricultural commodity cash and futures price volatility. It will involve an explanation of
what hedge funds are and what they are not. How hedge funds operate and what impact
they are having on the world of financial investments. An estimate of how increase in com-
modity futures contracts has affected agricultural commodity price volatility is discussed.

Purple Pride Room Sarah Fogleman

Growing People: Taking Your Workforce to the Next Level
Delegation is not a task that comes easy to most farmers, and yet many Kansas enterprises
have grown to the point where "do-it-(all)-yourself" is no longer an option. Managers who
embrace this as an opportunity to not only grow but also improve the business can see the
benefits of adding new blood to an operation. With an emphasis on employee selection,
training and performance management, this session will help producers make the transition
from having "hired hands" to having a well-trained team.

Lecture Room John Leatherman and Bill Golden

Economic Impacts of the Conservation Reserve Enhancement Program
This study estimated economic impacts associated with implementation of the Conservation
Reserve Enhancement Program (CREP) in the Kansas Upper Arkansas River Basin. After
15 years of the program, the CREP acreage was assumed to return to dryland agricultural
production/pasture land with irrigation water rights permanently retired. It was estimated
that total direct impact of the CREP program over 15 years would be an annual net reduc-
tion of about $8.7 million (2003$). In general, irrigated acreage, crop choice, and water
usage patterns will change for only producers on marginal land or those with credit con-
straints. In this environment, CREP may represent a positive net present value alternative
that would enhance participation.
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4:00 pm - 4:50 pm SESSION 111

Banquet Room A Terry Kastens
The Energy Situation in Ag

Are we running out of oil worldwide? Will we be able to economically replace oil with
homegrown fuels from our corn and milo fields so that we can get along with less depend-
ence on foreign 0il? Or, will such bio-fuels be only a drop in the bucket? Just how impor-
tant is ag's use of energy in the U.S. relative to other industries' uses? Can we get more of
our fertilizers domestically, or must we depend on foreign providers of those inputs as
well? These and other similar questions will be answered in this session.

Banquet Room B Michael Langemeier

Factors Impacting Farm Growth
This presentation documents farm growth rates for a sample of farms and examines the
factors impacting farm growth. Differences in farm size, non-farm income, percentage of
acres owned, operator age, cost efficiency, technology adoption, crop intensity, and finan-
cial structure between farms in the lowest quartile and farms in the highest quartile in
terms of farm growth will be presented and discussed.

Tadtman Board Room 201 Michael Boland

Reflections on Production Ag in South America
Agriculture in Latin America is changing quickly. U.S. producers are being encouraged to
invest in farm land in various countries such as Brazil. The objective of this presentation is
to provide some observations about such investments. The profitability of such investments
is dependent upon exchange rates, the decision to own or rent, availability of management
and hired labor, and other factors. The author recently returned from Argentina, Brazil,
Chile, Honduras, and Uruguay after leading a study tour with undergraduate students.

Purple Pride Room Bill Golden

The Law of Unintended Consequences
The law of unintended consequences implies that actions of people cause government poli-
cies to have effects that are unanticipated or “unintended.”” These unintended conse-
quences often occur because the goals of the policy makers and the goals of the producer
are not the same. The purpose of this session is to 1) review past trends in water use, crop
mix, and technology adoption; 2) Discuss the role technology plays in reducing the mar-
ginal cost of water and increasing the marginal revenue of the crops produced; 3) review
two policy options aimed at reducing water consumption: the cost share programs, and the
proposed Conservation Reserve Enhancement Program; and 4) hold an open discussion on
the pros and cons of alternative policy options.
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10:30 am - 11:20 am SESSION V

Banquet Room A Sam Funk

Cost and Revenue Drivers in the 2007 Farm Bill
Energy price concerns recently are reflected in the substantial increases in energy costs for
Kansas producers, which have dramatically affected profitability on farms. Coupled with
large swings in yields, there has been significant variability in profitability for “average”
Kansas farmers. As producers look to diversify, ethanol production appears poised to be a
vehicle of choice for many. The expansion of biofuels may well offer opportunities for
grain producers in Kansas, while also offering new opportunities and challenges to live-
stock producers. Looking at financial ratios on average, farms appear well-healed to move
forward into the future. However, with variability always possible, conditions can change
suddenly and harshly. Policies in the future must address the need for a safety net for
Kansas producers to allow them to weather financial storms and regain their footing .

Banquet Room B Michael Langemeier

Factors Impacting Farm Growth
This presentation documents farm growth rates for a sample of farms and examines the
factors impacting farm growth. Differences in farm size, non-farm income, percentage of
acres owned, operator age, cost efficiency, technology adoption, crop intensity, and finan-
cial structure between farms in the lowest quartile and farms in the highest quartile in
terms of farm growth will be presented and discussed.

Tadtman Board Room Bryan Schurle

Off-farm Investment Behavior on Kansas Farms

The objective of this study was to find out how much money farm households are investing
in stocks, bonds, and retirement accounts and to examine factors that might influence the
investment amount. We used data from the Kansas Farm Management Association data
bank for a sample of farms for 2002 and 2003. We examined both the cash inflow and the
cash outflow of the farms to determine where all the money came from and went on these
farms, and how much went into certain investments. Motivations for investing on and off
the farm will be discussed.

Purple Pride Room Kevin Dhuyvetter

Optimal Nitrogen Fertilizer Rates

Given the recent increase in nitrogen prices, it is ever more important for producers to
make management decisions that account for both input (fertilizer) and output (crop) prices
in order to maximize profits. This paper presents results where prices are incorporated
into K-State’s official nitrogen fertilizer recommendations. Based on forecasts for nitrogen
fertilizer prices and crop prices for the upcoming year, optimal nitrogen levels on dryland
crops are generally 2% to 8% lower than official KSU recommendations. Optimal rates for
irrigated crops are 15% to 30%, lower due to the impact of higher pumping costs as well as
higher nitrogen costs. It is important that producers consider optimal nitrogen rates for
their own situations instead of relying on general recommendations.

Lecture Room Hikaru Hanawa-Peterson

Risk and Profit of Organic Grains
Organic farming in the United States has been rapidly growing since the 1990s. Organic
stuff in stores is certainly sold at a premium, but is it really making farmers more profit-
able? This talk is based on a survey administered to U.S. organic grain producers in No-
vember and December of 2005. We'll be sharing some unique insights on who are growing
organic grains, what their risk concerns are, and whether organics are helping them make
more money.
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7:30 pm -8:30 pm EVENING ADDRESS
“A Congressional View of the Upcoming Farm Bill”

With the farm bill set to expire in 2007, Congress is in
the midst of deciding whether to extend the current
farm bill or craft new policy. Throughout 2006 the
House Committee on Agriculture has held hearings
across the United States. Producer comments from
these hearings, as well as emerging trade issues,
conservation issues, and political considerations will
all play into how Congress shapes the next farm bill.

Congressman Jerry Moran, Kansas First District

A native Kansan, Congressman Jerry Moran continues a proud line-
age of Kansas pioneers, reformers and dreamers. Raised in Plainville,
Kansas, Moran was taught from an early age the value of a hard day’s
work, to look after one’s neighbors and to serve his community. It is
these same values that guide Moran today as he serves his fifth term,
representing the people of Kansas in the United States House of Rep-
resentatives.

In the House, Moran is a leading advocate for protecting and preserv-
ing the way of life in Kansas. With rural populations on the decline
throughout the nation, issues unique to rural communities are becom-
ing less understood. Moran, who lives in Hays, Kansas, is one of the
few remaining champions in Congress for rural America. As a senior
member of the House Agriculture Committee and Chairman of the
Subcommittee on General Farm Commodities and Risk Management,
Moran works with colleagues to construct legislation allowing Kansas
farms and ranches to remain viable.

Moran has been recognized for his agriculture efforts by many organi-
zations. In 2004, he received the top legislative award from three of
the nation’s largest agriculture groups: the American Farm Bureau, the
National Farmer’s Union, and the National Association of Wheat Grow-
ers. Since first coming to Congress in 1997, Moran has made it a prior-
ity to stay connected to the people he represents. Despite the distance
between Washington, D.C. and Kansas, Moran returns home each
weekend.
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9:30 am —10:20 am SESSION IV

Banquet Room A Terry Kastens
The Energy Situation in Ag

Are we running out of oil worldwide? Will we be able to economically replace oil with home-
grown fuels from our corn and milo fields so that we can get along with less dependence on
foreign oil? Or, will such bio-fuels be only a drop in the bucket? Just how important is ag's use
of energy in the U.S. relative to other industries' uses? Can we get more of our fertilizers do-
mestically, or must we depend on foreign providers of those inputs as well? These and other
similar questions will be answered in this session.

Banquet Room B Mark Wood

Business Entity Buffet: Evaluating the Right Entity for Your Operation
It is hard not to notice all the farm business entity changes over the past ten years. Many farm-
ers have chosen LLC and some have chosen Corporation entities, and the clever names that go
with them. What are the strengths and weaknesses of typical LLC, S-corporation, C-
corporation, partnership, and the basic Sole proprietor entity structures? This presentation will
review basic income tax structure, history, and policies. Following the tax review, a side-by-
side comparison of the most common business entities will be discussed. The presentation will
conclude with some flow chart examples of each entity type reviewed and the tax treatment of
income flowing through them.

Tadtman Board Room Andrew Barkley

Wheat Variety Selection
This presentation will report results of new research that shows that a portfolio of wheat varie-
ties can enhance profitability and reduce risk over the selection of a single variety. Many Kan-
sas wheat farmers select varieties based on average yield. This study uses portfolio theory from
business investment analysis to find the optimal, profit-maximizing and risk-minimizing combi-
nation of wheat varieties in Kansas.

Purple Pride Room Bill Golden

The Law of Unintended Consequence
The law of unintended consequences implies that actions of people cause government policies to
have effects that are unanticipated or “unintended.” These unintended consequences often
occur because the goals of the policy makers and the goals of the producer are not the same.
The purpose of this session is to 1) review past trends in water use, crop mix, and technology
adoption; 2) Discuss the role technology plays in reducing the marginal cost of water and in-
creasing the marginal revenue of the crops produced; 3) review two policy options aimed at
reducing water consumption: the cost share programs, and the proposed Conservation Reserve
Enhancement Program; and 4) hold an open discussion on the pros and cons of alternative
policy options.

Lecture Room Jenny Guiling and Jonathan St. John
NutrientNet: An On-line Tool for Nutrient Trading

Over-enrichment of streams by excessive levels of nutrients such as nitrogen and phosphorus is
a persistent and growing water quality problem. Water quality trading is being explored and
implemented as a way to reduce nutrient pollution. To facilitate the establishment of these mar-
kets, we have developed an online tool, NutrientNet, to determine farmers’ and point sources’
baseline nutrient loads and achievable reductions, and provide a marketplace for trades to
occur. We show how an online marketplace for water quality trading operates and how reverse
auctions were used to allocate conservation funding in the Conestoga Watershed of Pennsyl-
vania, and discuss how the NutrientNet tool can be adapted to new watersheds.
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7:40 am - 9:10 am Grain and Livestock Outlook

Grain Outlook - Mike Woolverton

The 2006 U.S. wheat harvest was smaller than normal, but quality of the hard
wheat was much higher than last year. A low world carryover and dry condi-
tions in the Southern Hemisphere continue to put upward pressure on price.
Western Corn Belt corn was hurt by lack of moisture and high temperatures
during pollination. In contrast, some states in the Eastern Corn Belt could see
record yields this year. With strong export sales and increasing amounts of corn
going into ethanol production, usage will exceed production, drawing down
carryover stocks. The 2006 U.S. soybean crop is expected to be only slightly
smaller than last year, leaving us with record large carryover stocks.

Michael W. Woolverton received his Ph.D. from the University of Missouri. After
serving on the faculties of The Ohio State University and Arizona State Univer-
sity, he became the Continental Grain Professor of Agribusiness at the Ameri-
can Graduate School of International Management, where he now has emeritus
status. He is currently Professor and Extension specialist at Kansas State Uni-
versity with responsibilities that include grain marketing and international trade
policy. Dr. Woolverton has written five textbooks and was the founder and long-
time Managing Editor of Agribusiness: An International Journal. He was a mem-
ber of the founding board of directors of the International Agribusiness Manage-
ment Association, now called the International Food and Agribusiness Manage-
ment Association. Woolverton was named an Association Fellow in 2003.

Livestock Outlook - James Mintert

Dry weather and poor pasture conditions have combined to boost cow slaugh-
ter well above 2005's. What impact will drought conditions and the increase in
cow slaughter have on herd expansion and future beef supplies? Shipments of
U.S. beef to Japan finally resumed in August, 2006 and the U.S. is again im-
porting feeder and slaughter cattle from Canada. How will the shifting interna-
tional trade scene impact prices for fed and feeder cattle in 2007? U.S. con-
sumer demand for beef strengthened during the late 1990’'s and early part of
this century, but has shown signs of weakening lately. Will beef demand re-
bound or are we on the verge of another long-term decline in demand? U.S.
ethanol production is increasing at breakneck speed. Is what's good for corn
producers also good for livestock producers?

Dr. James Mintert is a Professor and Extension State Leader, in the Depart-
ment of Agricultural Economics at Kansas State University. Mintert holds B.S.
and M.S. degrees in agricultural economics from Purdue University and a Ph.D.
from the University of Missouri-Columbia. Since joining the KSU faculty in 1986,
Dr. Mintert has received numerous awards including Outstanding Extension
Program Awards from both the American Agricultural Economics Association
and the Western Agricultural Economics Association, and the American Agricul-
tural Economics Association’s Premier Forecaster Award for his livestock pro-
duction and price forecasts. Dr. Mintert is also the author of over 100 publica-
tions focusing on the economics of the livestock industry. Recently, Professor
Mintert has focused his attention on developing and maintaining the livestock
and meat marketing component of AgManager.info, one of the nation’s premier
internet sites for livestock outlook and price analysis information.
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The Case For and Against Farm Programs
Troy Dumler
Wheat Variety Selection
Andrew Barkley
Renewable Fuels Situation
Mike Woolverton
Factors Impacting Farm Growth
Michael Langemeier

Economics, Management and Human Relationships

Rodney Jones
Farm Efficiency
Orlen Grunewald
The Energy Situation in Ag
Terry Kastens
The Law of Unintended Consequences
Bill Golden
Optimal Nitrogen Fertilizer Rates
Kevin Dhuyvetter
Risk and Crop Insurance Issues
Andrew Saffert & Art Barnaby
Reflections on Production Ag in South America
Michael Boland
Growing People
Sarah Fogleman
Economic Impacts of the CREP
John Leatherman & Bill Golden
Cost & Revenue Drivers in the 2007 Farm Bill
Sam Funk
Risk and Profit of Organic Grains
Hikaru Hanawa-Peterson
Business Entity Buffet
Mark Wood
Off-farm Investment Behavior on Kansas Farms
Bryan Schurle
Hedge Funds and Their Impact on Ag Prices
Joe Arata

NutrientNet: An On-line Tool for Nutrient Trading

Jenny Guiling & Jonathan St. John

Banquet Room A
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Kansas State University Location & History

Kansas State University was founded February 16, 1863, as a
land-grant institution under the Morrill Act. It was initially
located on the grounds of the old Bluemont Central College,
which was chartered in 1858. The university moved to its present
site in 1875.

The 664-acre campus is in Manhattan, 125 miles west of Kansas
City via Interstate 70 in the rolling Flint Hills of northeast
Kansas. The campus is convenient to both business and
residential sections of the city. Under an enactment of the 1991
Kansas Legislature, the Salina campus, 70 miles west of
Manhattan, was established through a merger of the former
Kansas College of Technology with the university.

Additional university sites include 18,000 acres in the four branch
locations of the Agricultural Experiment Station (Hays, Garden
City, Colby, and Parsons) and 8,600 acres in the Konza Prairie
Research Natural Area jointly operated by the AES and the
Division of Biology.

One of the six universities governed by the Kansas Board of
Regents, Kansas State University continues to fulfill its historic
educational mission in teaching, research, and public service.

This text was extracted from the 1997-99 Graduate Catalog.

Alumni Center

The K-State Alumni Center houses the Association offices and
offers meeting and banquet facilities for the university and
community. Open to the public in October 2002, the 52,000
square-foot facility was funded entirely with private contributions
by more than 1,300 donors. The Center is constructed of native
Kansas limestone with K-State memorabilia displayed in the
Memorabilia Room, as well as throughout the building. A high-
tech room provides the latest in technology for state-of-the-art
presentations.





Page 2 SESSIONS AND TOPICS

THURSDAY, AUGUST 17, 2006

10:30 am —12:00 pm REGISTRATION

11:30 am —12:30 pm LUNCH

12:30 pm - 12:40 pm Introduction to Water Quality Trading

12:45 pm - 1:45 pm KEYNOTE ADDRESS
*2007 Farm Bill:

An Opportunity to Interface Tomorrow and Yesterday”
Dr. Carl Zulauf, The Ohio State University

2:00 pm — 2:50 pm SESSION |

Troy Dumler Banquet Room A
The Case For and Against Farm Programs

Mike Woolverton Banquet Room B
Renewable Fuels Situation

Michael Boland Tadtman Board Room, 201
Reflections on Production Ag in South America

Rodney Jones Purple Pride Room, 305
Economics, Management, and Human Relationships

Hikaru Hanawa-Peterson Lecture Room, 307
Risk and Profit of Organic Grains

Jeff Peterson and Craig Smith Powercat Room, 332

Water Quality Trading Experiment
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Management Analysis & Strategic Thinking
Now Enrolling
Classes Begin November 13-14 2006

Distance Education for Agricultural Producers

The MAST Program combines new information and decision-making tools
with distance education for geographically isolated farmers and ranchers, ag
lenders, and agribusiness professionals. An innovative distance education
program for progressive farmers and ranchers, MAST delivers farm
management information via state of the art technology that fits your needs.
Classes are enrolling now for the fall.

How the Program Works:

MAST begins with a two-day workshop on the K-State campus where
program participants are introduced to key management tools and concepts
to be emphasized in the program. For the next three months, participants
learn through distance education methods, and progress through several
learning modules focusing on various farm management tools and their
application. After completing the distance education portion of the program,
participants return for a final two-day program that will emphasize applying
tools and concepts to their individual farm situations.

For more information about the MAST Program contact:
Alicia Goheen

Program Coordinator

Phone: (785) 532-4434

Fax: (785) 532-6925

agoheen@agecon.ksu.edu

Visit our website: www.agmanager.info/MAST for more details -- or
check out the brochure included in your Risk and Profit materials.
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“ Kansas State University

“~ 0 Research and Extension

' - , Agricultural Economics
Kansas State University 345 Waters Hall

Research and Extension ;- nattan KS 66506

Phone: (785) 532-5823
Agricultural Economics  Fax: (785) 532-6925

www.agmanager.info

Master in Agribusiness
Distance Education

Dept. of Agricultural Economics
324 Waters Hall
Manhattan, KS 66506

Phone: (785) 532-4495
ASTER OF AGRIBUSINESS Fax: (785) 532-6925

www.mab.ksu.edu

KSRN — Kansas Radio Network
20 McCain Auditorium
K-S m rE Kansas State University

. Manhattan, KS 66506-4701
Radio Network  phone (785) 532-5851

www.kstateradionetwork.com

Kansas Foundation for

Agriculture in the Classroom

KSU College of Education
124 Bluemont Hall
Manhattan, KS 66506

(785) 532-7946 Fax: (785) 532-7304
K FAC Email: ksfac@ksu.edu

http://www.ksagclassroom.org
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3:00 pm - 3:50 pm SESSION I

Andrew Saffert and Art Barnaby Banquet Room A
Risk and Crop Insurance Issues

Orlen Grunewald Banquet Room B
Farm Efficiency

Andrew Barkley Tadtman Board Room, 201
Wheat Variety Selection

Sarah Fogleman Purple Pride Room, 305
Growing People

Jenny Guiling and Jonathan St. John Lecture Room, 307
NutrientNet: An On-line Tool for Nutrient Trading

Jeff Peterson and Craig Smith Powercat Room, 332

Water Quality Trading Experiment

4:00 pm — 4:50 pm SESSION 111

Terry Kastens Banquet Room A
The Energy Situation in Ag

Michael Langemeier Banquet Room B
Factors Impacting Farm Growth

Michael Boland Tadtman Board Room, 201
Reflections on Production Ag in South America

Bill Golden Purple Pride Room, 305
The Law of Unintended Consequences

Jeff Peterson and Craig Smith Powercat Room, 332

Water Quality Trading Experiment

5:00 pm - 6:15 pm Social & Cash Bar
6:15 pm - 7:30 pm DINNER
7:30 pm - 8:30 pm EVENING SPEAKER

“A Congressional View of the Upcoming Farm Bill”
Congressman Jerry Moran, Kansas 1st District
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6:45am - 7:30 am BREAKFAST

7:40 am - 9:10 am GENERAL SESSION
Livestock and Grain Outlook

James Mintert
Mike Woolverton

9:10am - 9:30 am Break

9:30 am - 10:20 am SESSION IV

Terry Kastens Banquet Room A
The Energy Situation in Ag

Mark Wood Banquet Room B
Business Entity Buffet

Andrew Barkley Tadtman Board Room, 201
Wheat Variety Selection

Bill Golden Purple Pride Room, 305
The Law of Unintended Consequences

Jenny Guiling and Jonathan St. John Lecture Room, 307

NutrientNet: An On-line Tool for Nutrient Trading

10:30 am - 11:20 am SESSION V

Sam Funk Banquet Room A
Cost and Revenue Drivers of the 2007 Farm Bill

Michael Langemeier Banquet Room B
Factors Impacting Farm Growth

Bryan Schurle Tadtman Board Room, 201
Off-farm Investment Behavior on Kansas Farms

Kevin Dhuyvetter Purple Pride Room, 305
Optimal Nitrogen Fertilizer Rates

Hikaru Hanawa-Peterson Lecture Room, 307

Risk and Profit of Organic Grains

11:40 pm - 12:50 pm LUNCH & PARTICIPANT SURVEY
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- DTN
n 9110 W Dodge Road
2 Omaha, NE 68114
e

Phone: (402) 399-6466
www.dtn.com

Kansas Farm Bureau /

Beef Verification Solution
@’? Beef Verification SOIution .- «r piasa
v Agriculture Solutions Manhattan, KS 66503
Phone: 800-406-3053 EXT 6141
Email: bvsinfo@agsolusa.com

www.agsolusa.com/bvs

Farm Risk Management Specialists
800-237-3767

AMC Trading & AMC Plus

Commodity Brokerage/Consulting
AMC Pete Loewen, Tim Strunk, Darrell Holaday
Buioows Bevrer Bussestes 866 262 9200
www.amcplus.com
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The Home Agency

D The 210 Smith Street

B Home PO Box 326
411
1l Elwood, NE 68937
D xAxge Cy Phone: (308) 785-2803

Fax: (308) 785-2560

www.thehomeagency.com

Kansas Farm Management Association

Your Farm. Your Information. Your Decision.

Kansas State University « 308 Waters Hall « Manhattan, KS 66506
Phone: 785.532.1513 « Fax: 785.532.6925

www.agecon.ksu.edu/kfma

Frontier Farm Credit

o 2401 N. Seth Child Rd.
i . PO Box 1807
€ \Q Frontier Farm Credit  vannattan, ks 66505
® Phone: (785) 776-6931
(800) 874-2474

www.frontierfarmcredit.com

Farm Credit of Central KS

0 7940 W. Kellogg Dr
e@ Farm Gredit of Central lansag P-O. Box 12800
Wichita, Kansas 67277
Phone: (316) 721-1100
(800) 466-1146

www.fcskansas.com
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1:10 pm - 2:00 pm SESSION VI

Troy Dumler Banquet Room A
The Case For and Against Farm Programs

Orlen Grunewald Banquet Room B
Farm Efficiency

Joe Arata Tadtman Board Room, 201
Hedge Funds and Their Impact on Ag Commodity Prices

Sarah Fogleman Purple Pride Room, 305
Growing People

John Leatherman and Bill Golden Lecture Room, 307

Economic Impacts of the CREP

2:10 pm - 3:00 pm SESSION VII

Andrew Saffert and Art Barnaby Banquet Room A
Risk and Crop Insurance Issues

Mike Woolverton Banquet Room B
Renewable Fuels Situation

Bryan Schurle Tadtman Board Room, 201
Off-farm Investment Behavior on Kansas Farms

Kevin Dhuyvetter Purple Pride Room, 305
Optimal Nitrogen Fertilizer Rates

John Leatherman and Bill Golden Lecture Room, 307

Economic Impacts of the CREP

3:10 pm - 4:00 pm SESSION VIII

Sam Funk Banquet Room A
Cost and Revenue Drivers of the 2007 Farm Bill

Mark Wood Banquet Room B
Business Entity Buffet

Joe Arata Tadtman Board Room, 201
Hedge Funds and Their Impact on Ag Commodity Prices

Rodney Jones Purple Pride Room, 305

Economics, Management, and Human Relationships
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12:45 pm - 1:45 pm KEYNOTE ADDRESS
“2007 Farm Bill:

An Opportunity to Interface Tomorrow and Yesterday

The next farm bill, be it the 2007, 2008, or later farm
bill; will be crafted by the intersection of historical
trends, current economic condition of U.S. agricul-
ture, and considerations external to the farm sec-
tor. Each of these three areas will be discussed, but
the emphasis will be on the current economic condi-
tion of U.S. agriculture. This talk concludes with a
discussion of likely policy scenarios and associated
policy options.

Dr. Carl Zulauf, Professor, The Ohio State University

Carl Zulauf is the Francis B. McCormick Professor of Agricultural Mar-
keting and Policy at The Ohio State University. He has teaching re-
sponsibilities for introductory economics, managerial economics, and
futures and options markets. His research is focused on agricultural
policy, and agricultural futures and options markets.

Professor Zulauf was raised on a general farm 60 miles north of Co-
lumbus, Ohio, and still has a business interest in the farm, primarily as
a landowner. He received his B.S. and M.S. degrees from Ohio State
University in agricultural economics and his Ph.D. from the Food Re-
search Institute, Stanford University.

During 1985, Dr. Zulauf was on leave with Senator John Glenn’s
Washington D.C. office, assisting with food and agricultural legislation.
During the summer of 1993, he was program director for Ohio State’s
study abroad program in the Czech Republic. During the spring of
2001, he served as program director for Ohio State’'s study abroad
program in China and Taiwan.
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3:10 pm -4:00 pm SESSION VIII

Banquet Room A Sam Funk

Cost and Revenue Drivers in the 2007 Farm Bill
Energy price concerns recently are reflected in the substantial increases in energy costs for
Kansas producers, which have dramatically affected profitability on farms. Coupled with
large swings in yields, there has been significant variability in profitability for “average”
Kansas farmers. As producers look to diversify, ethanol production appears poised to be a
vehicle of choice for many. The expansion of biofuels may well offer opportunities for
grain producers in Kansas, while also offering new opportunities and challenges to live-
stock producers. Looking at financial ratios on average, farms appear well-healed to move
forward into the future. However, with variability always possible, conditions can change
suddenly and harshly. Policies in the future must address the need for a safety net for
Kansas producers to allow them to weather financial storms and regain their footing .

Banquet Room B Mark Wood

Business Entity Buffet: Evaluating the Right Entity for Your Operation
It is hard not to notice all the farm business entity changes over the past ten years. Many
farmers have chosen LLC and some have chosen Corporation entities, and the clever names
that go with them. What are the strengths and weaknesses of typical LLC, S-corporation,
C-corporation, partnership, and the basic Sole proprietor entity structures? This presenta-
tion will review basic income tax structure, history, and policies. Following the tax review,
a side-by-side comparison of the most common business entities will be discussed. The
presentation will conclude with some flow chart examples of each entity type reviewed and
the tax treatment of income flowing through them.

Tadtman Board Room Joe Arata

Hedge Funds and Their Impact on Ag Commodity Prices
This presentation is about hedge funds and how their speculative trading activities impact
agricultural commodity cash and futures price volatility. It will involve an explanation of
what hedge funds are and what they are not. How hedge funds operate and what impact
they are having on the world of financial investments. An estimate of how increase in com-
modity futures contracts has affected agricultural commodity price volatility is discussed.

Purple Pride Room Rodney Jones

Economics, Management and Human Relationships
This discussion combines family communications, family conflict mediation, and farm busi-
ness management. The balance between the business system (which demands productivity),
the family system (which is oriented toward security and the development of “good citi-
zens”), and ownership system (which typically is interested in long term growth and return)
cannot be overlooked. Successfully integrating communication (often identified as being
the weakest link in farm business management), strategic transition planning, and the reali-
ties of financial planning within the context of business transition planning provides the key
to successfully navigating major changes (transitions) in the family business.

2006 RISK AND PROFIT CONFERENCE

Notes from this session:

Page 7






Page8 THURSDAY, AUGUST 17, 2006

2:00 pm - 2:50 pm SESSION |

Banquet Room A Troy Dumler

The Case For and Against Farm Programs
As the expiration of the 2002 Farm Bill approaches, debate is intensifying regarding the
legislation that will replace the current Farm Bill. Some believe that U.S. farm subsidies
are essential while others argue that they should be eliminated. This paper will discuss
some of the most common justifications for farm programs and determine whether those
arguments are economically valid. The goal of this process is to separate fact from fiction
and help those interested in the Farm Bill debate make informed decisions regarding future
U.S. agricultural policy.

Banquet Room B Mike Woolverton

Renewable Fuels Situation
High oil price has stimulated interest in renewable fuels made from agricultural commodi-
ties. Mandated inclusion and government stimuli have caused ethanol production to soar.
The increased demand for corn and the production of by-product DDGs has livestock feed-
ers worried about supply and cost of feedstuffs. Planned new capacity may push the indus-
try into an over-capacity situation. In contrast to the rapid growth of the ethanol industry,
the bio-diesel industry has been slow to develop. However, planned new plants coming on
stream in the next 18 months may change the industry dynamics drastically. A bio-diesel
mandate to replace sulfur for lubricity would create a large market for bio-diesel.

Tadtman Board Room 201 Michael Boland

Reflections on Production Ag in South America
Agriculture in Latin America is changing quickly. U.S. producers are being encouraged to
invest in farm land in various countries such as Brazil. The objective of this presentation is
to provide some observations about such investments. The profitability of such investments
is dependent upon exchange rates, the decision to own or rent, availability of management
and hired labor, and other factors. The author recently returned from Argentina, Brazil,
Chile, Honduras, and Uruguay after leading a study tour with undergraduate students.

Purple Pride Room Rodney Jones

Economics, Management and Human Relationships
This discussion combines family communications, family conflict mediation, and farm busi-
ness management. The balance between the business system (which demands productivity),
the family system (which is oriented toward security and the development of “good citi-
zens”), and ownership system (which typically is interested in long term growth and return)
cannot be overlooked. Successfully integrating communication (often identified as being
the weakest link in farm business management), strategic transition planning, and the reali-
ties of financial planning within the context of business transition planning provides the key
to successfully navigating major changes (transitions) in the family business.

Lecture Room Hikaru Hanawa-Peterson

Risk and Profit of Organic Grains
Organic farming in the United States has been rapidly growing since the 1990s. Organic
stuff in stores is certainly sold at a premium, but is it really making farmers more profit-
able? This talk is based on a survey administered to U.S. organic grain producers in No-
vember and December of 2005. We'll be sharing some unique insights on who are growing
organic grains, what their risk concerns are, and whether organics are helping them make
more money.
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2:10 pm -=3:00 pm SESSION VII

Banquet Room A Andrew Saffert and Art Barnaby

Risk and Crop Insurance Issues
Adjusted Gross Revenue Lite (AGR-Lite) is a new form of crop insurance under development that
provides financial protection based on the 5-year average gross revenue reported on Schedule F
or equivalent tax forms. AGR-Lite insures nearly all agricultural production, including hay,
forage, livestock and livestock products such as milk and wool. AGR-Lite will provide coverage
to Kansas producers that are producing uninsurable products, currently about 74% of the total
value of Kansas agricultural production. AGR-Lite is backed by USDA and provides government
subsidization to producers.

Banquet Room B Mike Woolverton
Renewable Fuels Situation

High oil price has stimulated interest in renewable fuels made from agricultural commodities.
Mandated inclusion and government stimuli have caused ethanol production to soar. The in-
creased demand for corn and the production of by-product DDGs has livestock feeders worried
about supply and cost of feedstuffs. Planned new capacity may push the industry into an over-
capacity situation. In contrast to the rapid growth of the ethanol industry, the bio-diesel industry
has been slow to develop. However, planned new plants coming on stream in the next 18 months
may change the industry dynamics drastically. A bio-diesel mandate to replace sulfur for lubric-
ity would create a large market for bio-diesel.

Tadtman Board Room Bryan Schurle
Off-farm Investment Behavior on Kansas Farms

The objective of this study was to find out how much money farm households are investing in
stocks, bonds, and retirement accounts and to examine factors that might influence the investment
amount. We used data from the Kansas Farm Management Association data bank for a sample
of farms for 2002 and 2003. We examined both the cash inflow and the cash outflow of the farms
to determine where all the money came from and went on these farms, and how much went into
certain investments. Motivations for investing on and off the farm will be discussed.

Purple Pride Room Kevin Dhuyvetter
Optimal Nitrogen Fertilizer Rates

Given the recent increase in nitrogen prices, it is ever more important for producers to make
management decisions that account for both input (fertilizer) and output (crop) prices in order to
maximize profits. This paper presents results where prices are incorporated into K-State’s offi-
cial nitrogen fertilizer recommendations. Based on forecasts for nitrogen fertilizer prices and
crop prices for the upcoming year, optimal nitrogen levels on dryland crops are generally 2% to
8% lower than official KSU recommendations. Optimal rates for irrigated crops are 15% to 30%,
lower due to the impact of higher pumping costs as well as higher nitrogen costs. It is important
that producers consider optimal nitrogen rates for their own situations instead of relying on
general recommendations.

Lecture Room John Leatherman and Bill Golden

Economic Impacts of the Conservation Reserve Enhancement Program
This study estimated economic impacts associated with implementation of the Conservation Re-
serve Enhancement Program (CREP) in the Kansas Upper Arkansas River Basin. After 15 years
of the program, the CREP acreage was assumed to return to dryland agricultural production/
pasture land with irrigation water rights permanently retired. It was estimated that total direct
impact of the CREP program over 15 years would be an annual net reduction of about $8.7 mil-
lion (2003$). In general, irrigated acreage, crop choice, and water usage patterns will change
for only producers on marginal land or those with credit constraints. In this environment, CREP
may represent a positive net present value alternative that would enhance participation.

2006 RISK AND PROFIT CONFERENCE

Notes from this session:

Page 9






Page 10 THURSDAY, AUGUST 17, 2006

3:00 pm - 3:50 pm SESSION 11

Banquet Room A Andrew Saffert and Art Barnaby

Risk and Crop Insurance Issues
Adjusted Gross Revenue Lite (AGR-Lite) is a new form of crop insurance under development
that provides financial protection based on the 5-year average gross revenue reported on
Schedule F or equivalent tax forms. AGR-Lite insures nearly all agricultural production, in-
cluding hay, forage, livestock and livestock products such as milk and wool. AGR-Lite will
provide coverage to Kansas producers that are producing uninsurable products, currently
about 74% of the total value of Kansas agricultural production. AGR-Lite is backed by USDA
and provides government subsidization to producers.

Banquet Room B Orlen Grunewald

Farm Efficiency
The presentation estimates efficiency on Kansas farms using information from the Kansas
Farm Management database. A farm’s technical efficiency is shown by the relationship be-
tween observed production and potential production. A farm’s efficiency is based upon devia-
tions of observed output from the best production practice. Profit maximization requires a firm
to produce maximum output given the level of inputs (i.e. be technically efficient), use the right
mix of inputs in light of the relative prices of each input and produce the right mix of outputs
for given prices. Kansas farms are found to be overall efficient. Larger farms are more efficient
than smaller farms and credit-constrained farms are more efficient than debt-free farms.

Tadtman Board Room Andrew Barkley

Wheat Variety Selection
This presentation will report results of new research that shows that a portfolio of wheat varie-
ties can enhance profitability and reduce risk over the selection of a single variety. Many
Kansas wheat farmers select varieties based on average yield. This study uses portfolio theory
from business investment analysis to find the optimal, profit-maximizing and risk-minimizing
combination of wheat varieties in Kansas.

Purple Pride Room Sarah Fogleman

Growing People: Taking Your Workforce to the Next Level
Delegation is not a task that comes easy to most farmers, and yet many Kansas enterprises
have grown to the point where "do-it-(all)-yourself" is no longer an option. Managers who
embrace this as an opportunity to not only grow but also improve the business can see the
benefits of adding new blood to an operation. With an emphasis on employee selection, train-
ing and performance management, this session will help producers make the transition from
having "hired hands" to having a well-trained team.

Lecture Room Jenny Guiling and Jonathan St. John

NutrientNet: An On-line Tool for Nutrient Trading
Over-enrichment of streams by excessive levels of nutrients such as nitrogen and phosphorus is
a persistent and growing water quality problem. Water quality trading is being explored and
implemented as a way to reduce nutrient pollution. To facilitate the establishment of these
markets, we have developed an online tool, NutrientNet, to determine farmers’ and point
sources’ baseline nutrient loads and achievable reductions, and provide a marketplace for
trades to occur. We show how an online marketplace for water quality trading operates and
how reverse auctions were used to allocate conservation funding in the Conestoga Watershed
of Pennsylvania, and discuss how the NutrientNet tool can be adapted to new watersheds.
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1:10 pm —2:00 pm SESSION VI

Banquet Room A Troy Dumler

The Case For and Against Farm Programs
As the expiration of the 2002 Farm Bill approaches, debate is intensifying regarding the
legislation that will replace the current Farm Bill. Some believe that U.S. farm subsidies
are essential while others argue that they should be eliminated. This paper will discuss
some of the most common justifications for farm programs and determine whether those
arguments are economically valid. The goal of this process is to separate fact from fiction
and help those interested in the Farm Bill debate make informed decisions regarding future
U.S. agricultural policy.

Banquet Room B Orlen Grunewald

Farm Efficiency
The presentation estimates efficiency on Kansas farms using information from the Kansas
Farm Management database. A farm’s technical efficiency is shown by the relationship
between observed production and potential production. A farm’s efficiency is based upon
deviations of observed output from the best production practice. Profit maximization re-
quires a firm to produce maximum output given the level of inputs (i.e. be technically effi-
cient), use the right mix of inputs in light of the relative prices of each input and produce
the right mix of outputs for given prices. Kansas farms are found to be overall efficient.
Larger farms are more efficient than smaller farms and credit-constrained farms are more
efficient than debt-free farms.

Tadtman Board Room Joe Arata

Hedge Funds and Their Impact on Ag Commodity Prices
This presentation is about hedge funds and how their speculative trading activities impact
agricultural commodity cash and futures price volatility. It will involve an explanation of
what hedge funds are and what they are not. How hedge funds operate and what impact
they are having on the world of financial investments. An estimate of how increase in com-
modity futures contracts has affected agricultural commodity price volatility is discussed.

Purple Pride Room Sarah Fogleman

Growing People: Taking Your Workforce to the Next Level
Delegation is not a task that comes easy to most farmers, and yet many Kansas enterprises
have grown to the point where "do-it-(all)-yourself" is no longer an option. Managers who
embrace this as an opportunity to not only grow but also improve the business can see the
benefits of adding new blood to an operation. With an emphasis on employee selection,
training and performance management, this session will help producers make the transition
from having "hired hands" to having a well-trained team.

Lecture Room John Leatherman and Bill Golden

Economic Impacts of the Conservation Reserve Enhancement Program
This study estimated economic impacts associated with implementation of the Conservation
Reserve Enhancement Program (CREP) in the Kansas Upper Arkansas River Basin. After
15 years of the program, the CREP acreage was assumed to return to dryland agricultural
production/pasture land with irrigation water rights permanently retired. It was estimated
that total direct impact of the CREP program over 15 years would be an annual net reduc-
tion of about $8.7 million (2003$). In general, irrigated acreage, crop choice, and water
usage patterns will change for only producers on marginal land or those with credit con-
straints. In this environment, CREP may represent a positive net present value alternative
that would enhance participation.
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4:00 pm - 4:50 pm SESSION 111

Banquet Room A Terry Kastens
The Energy Situation in Ag

Are we running out of oil worldwide? Will we be able to economically replace oil with
homegrown fuels from our corn and milo fields so that we can get along with less depend-
ence on foreign 0il? Or, will such bio-fuels be only a drop in the bucket? Just how impor-
tant is ag's use of energy in the U.S. relative to other industries' uses? Can we get more of
our fertilizers domestically, or must we depend on foreign providers of those inputs as
well? These and other similar questions will be answered in this session.

Banquet Room B Michael Langemeier

Factors Impacting Farm Growth
This presentation documents farm growth rates for a sample of farms and examines the
factors impacting farm growth. Differences in farm size, non-farm income, percentage of
acres owned, operator age, cost efficiency, technology adoption, crop intensity, and finan-
cial structure between farms in the lowest quartile and farms in the highest quartile in
terms of farm growth will be presented and discussed.

Tadtman Board Room 201 Michael Boland

Reflections on Production Ag in South America
Agriculture in Latin America is changing quickly. U.S. producers are being encouraged to
invest in farm land in various countries such as Brazil. The objective of this presentation is
to provide some observations about such investments. The profitability of such investments
is dependent upon exchange rates, the decision to own or rent, availability of management
and hired labor, and other factors. The author recently returned from Argentina, Brazil,
Chile, Honduras, and Uruguay after leading a study tour with undergraduate students.

Purple Pride Room Bill Golden

The Law of Unintended Consequences
The law of unintended consequences implies that actions of people cause government poli-
cies to have effects that are unanticipated or “unintended.”” These unintended conse-
quences often occur because the goals of the policy makers and the goals of the producer
are not the same. The purpose of this session is to 1) review past trends in water use, crop
mix, and technology adoption; 2) Discuss the role technology plays in reducing the mar-
ginal cost of water and increasing the marginal revenue of the crops produced; 3) review
two policy options aimed at reducing water consumption: the cost share programs, and the
proposed Conservation Reserve Enhancement Program; and 4) hold an open discussion on
the pros and cons of alternative policy options.
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10:30 am - 11:20 am SESSION V

Banquet Room A Sam Funk

Cost and Revenue Drivers in the 2007 Farm Bill
Energy price concerns recently are reflected in the substantial increases in energy costs for
Kansas producers, which have dramatically affected profitability on farms. Coupled with
large swings in yields, there has been significant variability in profitability for “average”
Kansas farmers. As producers look to diversify, ethanol production appears poised to be a
vehicle of choice for many. The expansion of biofuels may well offer opportunities for
grain producers in Kansas, while also offering new opportunities and challenges to live-
stock producers. Looking at financial ratios on average, farms appear well-healed to move
forward into the future. However, with variability always possible, conditions can change
suddenly and harshly. Policies in the future must address the need for a safety net for
Kansas producers to allow them to weather financial storms and regain their footing .

Banquet Room B Michael Langemeier

Factors Impacting Farm Growth
This presentation documents farm growth rates for a sample of farms and examines the
factors impacting farm growth. Differences in farm size, non-farm income, percentage of
acres owned, operator age, cost efficiency, technology adoption, crop intensity, and finan-
cial structure between farms in the lowest quartile and farms in the highest quartile in
terms of farm growth will be presented and discussed.

Tadtman Board Room Bryan Schurle

Off-farm Investment Behavior on Kansas Farms

The objective of this study was to find out how much money farm households are investing
in stocks, bonds, and retirement accounts and to examine factors that might influence the
investment amount. We used data from the Kansas Farm Management Association data
bank for a sample of farms for 2002 and 2003. We examined both the cash inflow and the
cash outflow of the farms to determine where all the money came from and went on these
farms, and how much went into certain investments. Motivations for investing on and off
the farm will be discussed.

Purple Pride Room Kevin Dhuyvetter

Optimal Nitrogen Fertilizer Rates

Given the recent increase in nitrogen prices, it is ever more important for producers to
make management decisions that account for both input (fertilizer) and output (crop) prices
in order to maximize profits. This paper presents results where prices are incorporated
into K-State’s official nitrogen fertilizer recommendations. Based on forecasts for nitrogen
fertilizer prices and crop prices for the upcoming year, optimal nitrogen levels on dryland
crops are generally 2% to 8% lower than official KSU recommendations. Optimal rates for
irrigated crops are 15% to 30%, lower due to the impact of higher pumping costs as well as
higher nitrogen costs. It is important that producers consider optimal nitrogen rates for
their own situations instead of relying on general recommendations.

Lecture Room Hikaru Hanawa-Peterson

Risk and Profit of Organic Grains
Organic farming in the United States has been rapidly growing since the 1990s. Organic
stuff in stores is certainly sold at a premium, but is it really making farmers more profit-
able? This talk is based on a survey administered to U.S. organic grain producers in No-
vember and December of 2005. We'll be sharing some unique insights on who are growing
organic grains, what their risk concerns are, and whether organics are helping them make
more money.
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7:30 pm -8:30 pm EVENING ADDRESS
“A Congressional View of the Upcoming Farm Bill”

With the farm bill set to expire in 2007, Congress is in
the midst of deciding whether to extend the current
farm bill or craft new policy. Throughout 2006 the
House Committee on Agriculture has held hearings
across the United States. Producer comments from
these hearings, as well as emerging trade issues,
conservation issues, and political considerations will
all play into how Congress shapes the next farm bill.

Congressman Jerry Moran, Kansas First District

A native Kansan, Congressman Jerry Moran continues a proud line-
age of Kansas pioneers, reformers and dreamers. Raised in Plainville,
Kansas, Moran was taught from an early age the value of a hard day’s
work, to look after one’s neighbors and to serve his community. It is
these same values that guide Moran today as he serves his fifth term,
representing the people of Kansas in the United States House of Rep-
resentatives.

In the House, Moran is a leading advocate for protecting and preserv-
ing the way of life in Kansas. With rural populations on the decline
throughout the nation, issues unique to rural communities are becom-
ing less understood. Moran, who lives in Hays, Kansas, is one of the
few remaining champions in Congress for rural America. As a senior
member of the House Agriculture Committee and Chairman of the
Subcommittee on General Farm Commodities and Risk Management,
Moran works with colleagues to construct legislation allowing Kansas
farms and ranches to remain viable.

Moran has been recognized for his agriculture efforts by many organi-
zations. In 2004, he received the top legislative award from three of
the nation’s largest agriculture groups: the American Farm Bureau, the
National Farmer’s Union, and the National Association of Wheat Grow-
ers. Since first coming to Congress in 1997, Moran has made it a prior-
ity to stay connected to the people he represents. Despite the distance
between Washington, D.C. and Kansas, Moran returns home each
weekend.
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9:30 am —10:20 am SESSION IV

Banquet Room A Terry Kastens
The Energy Situation in Ag

Are we running out of oil worldwide? Will we be able to economically replace oil with home-
grown fuels from our corn and milo fields so that we can get along with less dependence on
foreign oil? Or, will such bio-fuels be only a drop in the bucket? Just how important is ag's use
of energy in the U.S. relative to other industries' uses? Can we get more of our fertilizers do-
mestically, or must we depend on foreign providers of those inputs as well? These and other
similar questions will be answered in this session.

Banquet Room B Mark Wood

Business Entity Buffet: Evaluating the Right Entity for Your Operation
It is hard not to notice all the farm business entity changes over the past ten years. Many farm-
ers have chosen LLC and some have chosen Corporation entities, and the clever names that go
with them. What are the strengths and weaknesses of typical LLC, S-corporation, C-
corporation, partnership, and the basic Sole proprietor entity structures? This presentation will
review basic income tax structure, history, and policies. Following the tax review, a side-by-
side comparison of the most common business entities will be discussed. The presentation will
conclude with some flow chart examples of each entity type reviewed and the tax treatment of
income flowing through them.

Tadtman Board Room Andrew Barkley

Wheat Variety Selection
This presentation will report results of new research that shows that a portfolio of wheat varie-
ties can enhance profitability and reduce risk over the selection of a single variety. Many Kan-
sas wheat farmers select varieties based on average yield. This study uses portfolio theory from
business investment analysis to find the optimal, profit-maximizing and risk-minimizing combi-
nation of wheat varieties in Kansas.

Purple Pride Room Bill Golden

The Law of Unintended Consequence
The law of unintended consequences implies that actions of people cause government policies to
have effects that are unanticipated or “unintended.” These unintended consequences often
occur because the goals of the policy makers and the goals of the producer are not the same.
The purpose of this session is to 1) review past trends in water use, crop mix, and technology
adoption; 2) Discuss the role technology plays in reducing the marginal cost of water and in-
creasing the marginal revenue of the crops produced; 3) review two policy options aimed at
reducing water consumption: the cost share programs, and the proposed Conservation Reserve
Enhancement Program; and 4) hold an open discussion on the pros and cons of alternative
policy options.

Lecture Room Jenny Guiling and Jonathan St. John
NutrientNet: An On-line Tool for Nutrient Trading

Over-enrichment of streams by excessive levels of nutrients such as nitrogen and phosphorus is
a persistent and growing water quality problem. Water quality trading is being explored and
implemented as a way to reduce nutrient pollution. To facilitate the establishment of these mar-
kets, we have developed an online tool, NutrientNet, to determine farmers’ and point sources’
baseline nutrient loads and achievable reductions, and provide a marketplace for trades to
occur. We show how an online marketplace for water quality trading operates and how reverse
auctions were used to allocate conservation funding in the Conestoga Watershed of Pennsyl-
vania, and discuss how the NutrientNet tool can be adapted to new watersheds.
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7:40 am - 9:10 am Grain and Livestock Outlook

Grain Outlook - Mike Woolverton

The 2006 U.S. wheat harvest was smaller than normal, but quality of the hard
wheat was much higher than last year. A low world carryover and dry condi-
tions in the Southern Hemisphere continue to put upward pressure on price.
Western Corn Belt corn was hurt by lack of moisture and high temperatures
during pollination. In contrast, some states in the Eastern Corn Belt could see
record yields this year. With strong export sales and increasing amounts of corn
going into ethanol production, usage will exceed production, drawing down
carryover stocks. The 2006 U.S. soybean crop is expected to be only slightly
smaller than last year, leaving us with record large carryover stocks.

Michael W. Woolverton received his Ph.D. from the University of Missouri. After
serving on the faculties of The Ohio State University and Arizona State Univer-
sity, he became the Continental Grain Professor of Agribusiness at the Ameri-
can Graduate School of International Management, where he now has emeritus
status. He is currently Professor and Extension specialist at Kansas State Uni-
versity with responsibilities that include grain marketing and international trade
policy. Dr. Woolverton has written five textbooks and was the founder and long-
time Managing Editor of Agribusiness: An International Journal. He was a mem-
ber of the founding board of directors of the International Agribusiness Manage-
ment Association, now called the International Food and Agribusiness Manage-
ment Association. Woolverton was named an Association Fellow in 2003.

Livestock Outlook - James Mintert

Dry weather and poor pasture conditions have combined to boost cow slaugh-
ter well above 2005's. What impact will drought conditions and the increase in
cow slaughter have on herd expansion and future beef supplies? Shipments of
U.S. beef to Japan finally resumed in August, 2006 and the U.S. is again im-
porting feeder and slaughter cattle from Canada. How will the shifting interna-
tional trade scene impact prices for fed and feeder cattle in 2007? U.S. con-
sumer demand for beef strengthened during the late 1990’'s and early part of
this century, but has shown signs of weakening lately. Will beef demand re-
bound or are we on the verge of another long-term decline in demand? U.S.
ethanol production is increasing at breakneck speed. Is what's good for corn
producers also good for livestock producers?

Dr. James Mintert is a Professor and Extension State Leader, in the Depart-
ment of Agricultural Economics at Kansas State University. Mintert holds B.S.
and M.S. degrees in agricultural economics from Purdue University and a Ph.D.
from the University of Missouri-Columbia. Since joining the KSU faculty in 1986,
Dr. Mintert has received numerous awards including Outstanding Extension
Program Awards from both the American Agricultural Economics Association
and the Western Agricultural Economics Association, and the American Agricul-
tural Economics Association’s Premier Forecaster Award for his livestock pro-
duction and price forecasts. Dr. Mintert is also the author of over 100 publica-
tions focusing on the economics of the livestock industry. Recently, Professor
Mintert has focused his attention on developing and maintaining the livestock
and meat marketing component of AgManager.info, one of the nation’s premier
internet sites for livestock outlook and price analysis information.
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