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LAG LAND

COMPANY

A special thanks to Zag Land Company

for sponsoring today’s webinar.

Zag Land Company offers the following services:

Land Management for farms, pasture, CRP, and recreational land

Land Real Estate Brokerage for both Buyers and Sellers

Consulting, Valuations, Lease Analysis, and more

Phone: (402) 841-4002 Email: Sam@Zag.ag  Zag.ag




Program Overview

* What is your land worth? — A look at Nebraska land values
* How do you appraise your land, and how do you find an appraiser?
 How you own land determines what you can do with it

* Communicating with family and what to do when things do not go
as planned

* What to do 1f you choose to sell or keep the ground
* Cash rent, trends, and setting a starting rental rate

* How will your farm be managed?

* Written lease provisions you should consider

* What does your estate plan look like?
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WHAT IS YOUR LAND WORTH?




Nebraska Farm Real Estate Survey

* Annual survey conducted since 1978 of Nebraska agricultural
appraisers, professional farm managers, and bankers engaged 1n the
land industry.

* Preliminary results for land values and rental rates published in mid-March.
* Full report published 1n June.

e Nebraska Farm Real Estate website full access to these resources:
http://cap.unl.edu/realestate
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Nebraska Agricultural Statistics Districts
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Nebraska Land Values

Land Averages and
Annual Percent Changes
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Nebraska Agricultural Average
All Land Value — Feb. 1, 2024

North
$1,555/ac
7%

Northeast
$8,540/ac
6%

Northwest
$960/ac
3%

Central
$4,435/ac
5%

East
$9,730/ac
4%

Southwest
$2,065/ac
2%

State
$4,015/ac
5%

Southeast
$7,320/ac
3%

Sout
$5,060/ac
4%

Source: UNL Nebraska Farm Real Estate Market Surveys, 2023 and 2024.




Nebraska Average Land Value and
Corn Price, 1979-2024
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Nebraska Avg. Land Value & 10-year
Treasury Bond Rate, 1979-2024

Dollars per Acre
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Refundable Nebraska Income Tax Credit for

Property Taxes Paid to Schools
Source: NE Dept. of Revnue- https.//https.//revenue.nebraska.gov/

* For tax year 2023, the property tax credit rebate on taxes paid to K-12 public
schools will remain at 30%. Nebraska property taxpayers will also be eligible
for a 55% rebate on property taxes paid to community colleges.

* Tax Commissioner Tony Fulton reminded Nebraskans of the need to claim their
refundable income tax credit on property taxes. These credits can be claimed

retroactively.

* For information on how to claim the refundable income tax credit, go to
revenue.nebraska.gov/about/nebraska-property-tax-credit.

For information purposes only. Seek guidance from a tax
professional or the Department of Revenue for specific
qguestions on the tax credit.

N 12
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Refundable Nebraska Income Tax Credit for

Property Taxes Paid to Schools
Source: Office of the NE Governor - https://governor.nebraska.gov/

* Increases the amount of relief granted under the Property Tax Credit Act

* Establishes a 3 percent annual cap on how much school districts can increase
property tax requests, with some exceptions

 Eliminates the 5 percent cap on the school district tax credit’s allowable growth
percentage under the Nebraska Property Tax Incentive Act

* Curtails levying authority and provides state aid to community colleges

13
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Dryland Cropland (No Irrigation Potential)
Average Value — FeDb. 1, 2024

North
$2,050/ac
5%

Northeast
$8,135/ac
4%

Northwest
$920/ac
2%

Central
$4,070/ac
6%

East
$8,510/ac
2%

Southwest
$1,825/ac
6%

State
$4,530/ac
3%

Southeast
$6,495/ac
1%

South
$4,305/ac
8%

Source: UNL Nebraska Farm Real Estate Market Surveys, 2023 and 2024.
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Dryland Cropland (Irrigation Potential)
Average Value — FeDb. 1, 2024

North
$2,470/ac
4%

Northeast
$9,725/ac
9%

Northwest
$980/ac
-1%

Central
$4,415/ac
4%

East
$9,975/ac
5%

Southwest
$2,130/ac
2%

State
$6,390/ac
5%

Southeast
$8,370/ac
3%

Source: UNL Nebraska Farm Real Estate Market Surveys, 2023 and 2024.
15
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Grazing Land (Tillable)
Average Value — Feb. 1, 2024

North
$1,665/ac
7%

Northeast
$4,280/ac
2%

Northwest
$755/ac
3%

Central
$2,865/ac
9%

East
$4,810/ac
4%

Southwest
$1,220/ac
6%

State
$1,790/ac
7%

Southeast
$3,740/ac
8%

Sout
$2,835/ac
9%

Source: UNL Nebraska Farm Real Estate Market Surveys, 2023 and 2024.
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Grazing Land (Nontillable)
Average Value — FeDb. 1, 2024

Northeast
$2,815/ac
4%

Northwest
$605/ac
5%

Central East
SZ,OZO/ac $3,125/ac
2% 9%

Southwest
$1,015/ac

State
$1,175/ac 7% Southeast
8% $3,050/ac

11%

Source: UNL Nebraska Farm Real Estate Market Surveys, 2023 and 2024.
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Hayland
Average Value — Feb. 1, 2024

$1N7°;;|; Northeast
Northwest ’ ac $3,975/ac
7%

$945/ac 3%

2%

Central East

52,815/ac $4,420/ac
Southwest 8% 11%
State $1,935/ac
$2,350/ac 10% Sout Southeast
6% $2,380/ac $3,830/ac

5% 4%

Source: UNL Nebraska Farm Real Estate Market Surveys, 2023 and 2024.
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Gravity Irrigated Cropland
Average Value — Feb. 1, 2024

North
$4,630/ac
4%

Northeast
$9,885/ac
1%

Northwest
$2,790/ac
1%

Central East
57'4f5/ ac $11,715/ac
3% 4%

Southwest

State $4,280/ac
$8,145/ac -2% South Southeast
3% $8,010/ac >8,955/ac

2% 6%

Source: UNL Nebraska Farm Real Estate Market Surveys, 2023 and 2024.

19




CENTER FOR AGRICULTURAL PROFITABILITY

Center Pivot Irrigated Cropland
Average Value — Feb. 1, 2024

North
$5,145/ac
2%

Northeast
$12,335/ac
5%

Northwest
$3,375/ac
3%

Central
$9,640/ac
8%

East
$13,690/ac
6%

Southwest
$5,340/ac
-3%

State
$9,115/ac
4%

Southeast
$11,610/ac
2%

South
$8,685/ac
4%

Source: UNL Nebraska Farm Real Estate Market Surveys, 2023 and 2024.
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Rating of Factors Influencing Agricultural Land Values
In 2023

Land Value Decline Land Value Increase
Strongly Somewhat No Somewhat Strongly
Negative Negative Impact Positive Positive

-2.00 -1.00 0.00 1.00 2.00

Current Crop Prices 1.47
Purchase for Farm Expansion
Non-Farmer Investor Interest in Land Purchases
Current Livestock Prices
Financial Health of Current Owners
1031 Tax Exchanges
Amount of Land Offerings for Sale
Irrigation Water Availability
Federal Farm Program Payments
Returns to Alternative Investments
Expectations for U.S. Farm Exports
General U.S. Economic Conditions
Future Property Tax Policies -0.20
Farm Input Costs -0.27

Property Tax Levels -0.41

ENE Source: Nebraska Farm Real Estate Market Development Survey, 2023. 21
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HOW DO YOU APPRAISE YOUR LAND
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Appraising land

* What 1s an appraisal?

* An appraisal 1s a professional appraiser’s opinion of market value on a
property such as land, buildings, or a farm.

* Why get an appraisal?

e To determine the current market value of the inherited farm and understand
how local economic and market forces influence real estate 1n an area.

* Gain perspective on the type of land and value associated with different
Improvements.

* Understand the value associated with improvements such as barns, machine
sheds, or 1rrigation equipment. Some improvements may be physically
depreciated or functionally obsolete.

ENE 23
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How much does an appraisal cost?

* What factors influence the cost of appraisal?
* Availability of certified general agricultural appraisers serving a region.
* Size and geographical location of land.

* Kind of improvements made to the farm such as buildings or livestock
facilities.

* What does an appraisal typically cost?

* An 80 to 160 acre parcel appraisal may cost between $1,500 to $2,500 or more
depending upon number of improvements.

» Mid-sized ranch appraisals can cost $5,000 or more depending upon the
configuration of the ground (grazing paddocks, livestock watering systems, or
livestock working facilities).

N 24
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How to find an appraiser

* Appraisers are licensed to perform appraisals in Nebraska.

* Public listing of appraisers can be found at: http://www.appraiser.ne.gov/

* Select Appraiser Listing on the website and then click Appraiser

Listing/Nebraska County Map to display interactive map to locate an appraisal
prOfeSSIOnal Appraisers: By County

Please select the county from the drop down list or click on a county on the map below.

Select a County  Choose One v "Go

N\
Dawes \&}/—%_\/‘ e

Sioxx

Browm | Rock Holt

Box Butte

Scottsbhaff Grae Hooker | Thomas | Blame | Loup |Garfield {Wheeler -—hadison Startor ¢
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How to find an appraiser

* The American Society of Farm Managers and Rural Appraisers
(ASFMRA) 1s an association of professionals specializing in farm &
ranch management and land appraisals.

* Members can be found at http://www.asfmra.org/
* Select Find a Land Expert on the website to display a searchable database of members

Where is your property located?

Enter Zip code, or Enter address, including city and state or a zip/postal code Q
City/County and
Stat
Radiu Mil
0 Ag Consultant (0 Appraiser 0 Manager (0 Review Appraiser

Do you know the name of your land expert?

First Name [
Last Name

Email Address

CENTER FOR AGRICULTURAL PROFITABILITY
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Qualities of a professional agricultural appraiser

* To perform an agricultural land appraisal the appraiser needs to be
licensed 1n Nebraska:

* A certified general appraiser license 1s required to perform land and farm
appraisals.

* Define out the scope of work (legal description of the property, number of
acres, types of improvements) prior to contacting a professional.

* Visit with several appraisers to get a feel on his or her professional competency

in performing an agricultural appraisal, cost of service, and geographical
knowledge.

* Seek out recommendations from prior clients or industry professionals.

N 27
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HOW IS YOUR LAND OWNED?
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Know how you own the land

* Joint Tenancy (WROS) - common for couples

* Tenants in Common — very common for children to receive assets
from their parents this way

CENTER FOR AGRICULTURAL PROFITABILITY
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Joint Tenancy

* Joint tenancy — separate titling

* “Rights of Survivorship” Survivor takes it all — interest passes to other
owners of property
* No probate 1s needed
* Have immediate access upon death
* How do you know?
* Title must say joint tenancy with ROS, otherwise 1t defaults to TIC
* Joint tenancy assumes equal ownership
* For example, joint tenants cannot own 70% and 30% respectively, they each own 50%

N 30
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Tenancy in Common

* Tenancy in common — family members
* May have 1ssues with creditor claims
* Upon death, interest passes to owner’s heirs
* Have distinct and separate interest
* Right of possession 1s undivided
* Absolute right of partition for sale

* Separate interest means you could have 40% interest, another sister
has 30% and a brother has 30%

N 31
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Why is this Important?

* How you own land dictates what you can do with 1t

* You inherit land TIC with family, and they want to sell their interest,
what can you do?
* Buy their interest

* Force partition
* Roll the dice and hope for the best

. TIC and JT decisions

* Who decides on what happens to the ground?

* What 1f one partner chooses not to pay their portion of taxes?
* What 1f one sibling gets into serious legal trouble?

* What if one sibling 1s also farming the ground?

* Recall that when you inherit ground, you also get all liens
against 1t as well

ENE 32

CENTER FOR AGRICULTURAL PROFITABILITY



COMMUNICATION, FAMILY RELATIONSHIPS,
AND HAVING A PLAN FOR THE LAND

33



Communication - Important

* When done with the process — are you still going to have a
family?

* Most peoples’ goal 1s to hold the family together(?)
* Don’t make that assumption — get that commitment

* Best way 1s to be open and clear with communications

* Who participates in that discussion?

* Put all options on the table

CENTER FOR AGRICULTURAL PROFITABILITY
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Communication - continued

* Consider using some sort of family meeting process

* Schedule meeting — not at major Holiday (if possible)
* Not at Grandma’s kitchen table (family dinners)

* Will probably take more than one meeting
* Take notes, record the conversation
* Be sure to include off farm family

N 35
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Communication - continued

* Be aware of the sweetheart deals
* Surprises cause problems
* Get both sides of every story!

CENTER FOR AGRICULTURAL PROFITABILITY
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Communication - continued

* Listening 1s the Key!
* (Practice) Make partner repeat what they thought you said —

to be sure that they heard you, or that you said what you
wanted intended

* Make sure that you understand the other person’s point of
view (seek first to understand, then to be understood)

* Spend plenty of time establishing the ‘goal’ or vision

* Suggested up to 80% of the time with the vision — or what this will look like
* Envision the Future!

N 37
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Communication

1. Allow all to have mput

* Know that there will be different expectations based on personality, age and
participation

2. Then follow Golden Rule — ‘ye who has the gold makes
the rule’

CENTER FOR AGRICULTURAL PROFITABILITY
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CHOOSING TO KEEP THE FARM IN THE
FAMILY

39



Option 1 — Farm the Property

* If farming the property with a family member, what will the
rental arrangements be?
* Discounted? How much?
* Crop share or Cash rent?
* Other considerations — like use of the farmstead/house/out buildings
* Expectations for upkeep of farmstead/buildings?

N 0
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Option 2 — Professional Farm Manager

* Consider use 1if Custom Farming or Renting

* Take care of managing the asset — especially valuable for
absentee owners

* Managers charge between 6-12% of the rental rate as their
fee for management (less on straight cash rent, more on
crop share rent agreements or custom farming)

* Depends on what you are asking them to do

* In some cases, the service 1s very worth while

N 41
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Option 3 — Custom Farming the Property

* Hire a producer to complete all field operations
* Custom operators are paid on a per acre basis, or
* Percent of crop basis

* You pay for all inputs/expenses
* You recerve 100% of the crop

CENTER FOR AGRICULTURAL PROFITABILITY
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Option 4 — Renting the Ground Out

Figure 1. Share of risk and reward by type

Opti()ns: of lease arrangement
1. Custom farming
2. Crop share » o.:::::'
3. Flexible cash lease | Cash Rent |
4. Cash lease §
Q
e

| Flexible Rent }
o lh.tl | Landowner I

Risk

ENE Source: ISU: Improving Your Farm Lease Contract, 2021.
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Custom Farming Arrangements

* The operator supplies all the labor and equipment needed
to perform tillage, planting, pest control, harvesting and
moving of crops to storage.

* Payment to the custom operator may include:
* Fixed payment per acre.
* Fixed payment for each operation performed.
* Percentage of the crop instead of a cash payment, generally from 20-25%.

» The landowner pays all other expenses and receives all the
crop and any USDA payments.

ENE Source: ISU: Improving Your Farm Lease Contract, 2021. 44
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Crop Share Lease Agreements

* Landlords engaged in crop share lease arrangements
typically receive a percentage of the actual crop yield as
payment for leasing the property to the tenant

* Landowner usually shares input and production costs of
raising the crop.

N 435
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Crop Shares = Fair (Equitable?

* A fair way to rent, if the expenses are split properly
* Usually requires both parties to market grain
* Share 1n the risk and the reward
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What are Typical Shares?

* Most common 40:60, 50:50, 33:67

* Smaller amount going to the landowner

* Irrigated crop/Eastern and Central Nebraska — 50:50
* Non 1rrigated in SE, SC, SW — 40:60
* Panhandle — 33:67

* Depends on the crop, neighborhood and expenses

CENTER FOR AGRICULTURAL PROFITABILITY
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Share of Crop Income

* Both parties receive their share of:
* Revenue from crop sales
* Crop Insurance payments — if purchased by either party
* Government disaster payments (when paid)

CENTER FOR AGRICULTURAL PROFITABILITY
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Share of Crop Expenses

Landlord (Landowner) Tenant
 ALL Expenses  ALL Expenses
* Land taxes * Labor
* Irrigation operation and maintenance * Minor 1rrigation equipment repairs &
fees maintenance
* Irrigation ownership costs — | * All field operations
depreciation, insurance, major repairs, * Cost of transporting landlord’s share of
taxes, interest crop to designated location (negotiable)
* Their share of: * Their share of:
* Crop Insurance o * Crop Insurance
* Fertilizer, insecticide, fungicide, and e Fertilizer, insecticide, fungicide, and
herbicide herbicide
* Energy for irrigation * Energy for irrigation
* Seed * Seed
* Markets their share of the crop * Markets their share of the crop

N 29
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Nebraska Cash Rental Rates

Dryland Cropland
Rental Rates

N 50
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Dryland Cropland
Average Rental Rates — 2024 Season

Northeast
$270/ac
2%

Northwest
S$36/ac
-1%

Central
$130/ac
-4%

Southwest
$59/ac
5%

Southeast
$195/ac
-3%

Source: Nebraska Farm Real Estate Market Development Survey, 2024.

51




CENTER FOR AGRICULTURAL PROFITABILITY

Dryland Cropland
Rental Rate Ranges — 2024 Season

North

Northeast

H: $115/ac
Northwest . H: $320/ac
A:S 79/ac
H: $50/ac L: § 53/ac A: $270/ac
A: $36/ac ' L: $210/ac

L: $26/ac

Central East

H: $165/ac H: $290/ac
A: $130/ac A: $240/ac
Southwest
. L: $S195
| H: $75/ac L: $ 98/ac $195/ac
By Region A: $S59/ac
High Grade (H) L: $43/ac

Average (A)

Low Grade (L) South Southeast
H: $145/ac H: $240/ac
A: $120/ac A: $195/ac
Q.: S 93/ac Y Q.: S$155/ac Y

Source: Nebraska Farm Real Estate Market Development Survey, 2024.
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USDA-National Agricultural Statistics Service Cash
Rent Survey

* Biennial survey conducted by the USDA-National Agricultural Statistics Service
(NASS) of farmers and ranchers

* Survey starts 1n late-winter and conducted through mid-summer of odd-numbered
years (some even-number yeas as well)

* Analysis published around the second week of September

* Nebraska county estimates 1n addition to other resources may be found at:
www.nass.usda.gov/Statistics by State/Nebraska/Publications/County Estimates/

N 3
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Sioux

Morrill

Cash Rent Paid
Dollars Per Acre

B s216.01 - $286.00

$160.01 - $216.00

$118.01 - $160.00

Not Published

Garden

Dryland Cropland
Rental Rates — 2023 Season

Cherry
Grant Hooker Thomas
Arthur McPherson

Knox
$207.00
a
Pierce 0
Antelope|$192.00
$155.00
Madison
Loup |Garfield $210.00
Boone
valley | Greeley |3179-00 .
$136.00]$137.00
$173.
herman| Howard . Polk Sgll;dstos
$127.00 | $140.00 | Merrick A '$199. :
Buffalo Hall . York | Seward
$143.00 [$122.00|Hamilton $175.00|$193.00 =i
Fill Saline $192.00 D
Keamey| Adams | Clay more i
$135 05 $129.00|$160.00|$154.00 $152.00
' 175.00|5216.
Gage
Nuckolls| Thayer Jell‘erson‘ $171.00| pawnee Rﬂuﬂﬂl
$148.00 | $134.00|$149.00 $146.00 | $205.00

Source: Farmland Rental Rate Survey, USDA-NASS, August 25, 2023
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Nebraska Cash Rental Rates

Irrigated Cropland
Rental Rates

N 33
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Gravity Irrigated Cropland
Average Rental Rates — 2024 Season

Northeast
$330/ac
5%

Northwest
S135/ac
-7%

Central
$265/ac
-2%

Southwest
$190/ac
-3%

Southeast
$285/ac
-2%

Source: Nebraska Farm Real Estate Market Development Survey, 2024.
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Gravity Irrigated Cropland
Rental Rate Ranges — 2024 Season

North

Northeast

H: $235/ac
Northwest . H: $385/ac
A: $200/ac
H: $175/ac L: $165/ac A: $330/ac
A: $135/ac ' L: $270/ac

L: S 95/ac

Central East

H: $315/ac H: $355/ac
A: $265/ac A: $320/ac
Southwest
. L: $275/ac
| H: $230/ac L: $210/ac $275/
By Region A: $190/ac
High Grade (H) L: $145/ac

Average (A)

Low Grade (L) South Southeast
H: $310/ac H: $325/ac
A: $270/ac A: $285/ac
Q.: $220/ac Y Q.: $255/ac Y

S7

@ Source: Nebraska Farm Real Estate Market Development Survey, 2024.
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Center Pivot Irrigated Cropland
Average Rental Rates — 2024 Season

Northeast
$370/ac
1%

Northwest
$185/ac
-3%

Central
$290/ac
-5%

Southwest
$220/ac
-5%

South Southeast

$320/ac $340/ac
1%

Source: Nebraska Farm Real Estate Market Development Survey, 2024.
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Center Pivot Irrigated Cropland
Rental Rate Ranges — 2024 Season

North

Northeast

H: $275/ac
Northwest , H: $420/ac
A: $245/ac
H: $235/ac L. $190/ac A: $370/ac
' L: $305/ac

A: $185/ac
L: S145/ac

East

Central
H: $355/ac H: S405/ac
A: $290/ac A: $355/ac
Southwest L: $235/ac L: $295/ac

H: $265/ac
A: $220/ac
L: $185/ac

By Region
High Grade (H)
Average (A)

Low Grade (L) South Southeast
H: $360/ac H: $390/ac
A: $320/ac A: $340/ac
Q.: $270/ac Y Q.: $285/ac Y

59
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Dawes

Banner

Cash Rent Paid
Dollars Per Acre

B s308.01 - $350.00

$272.01 - $308.00

$233.01 - $272.00

Not Published

Deuel

Grant

Chase
$243.00

Irrigated Cropland
Rental Rates — 2023 Season

Boyd
Holt
$267.00
Pierce
$305.00
$293.00
Garfield | Wheeler
Hooker | Thomas $243.001$248.00
Boone
$299.00
Valley |Greeley
McPherson $270.00 | $280.00 Fiafie
Custer b
$244 00 $269.00
Sherman Merrick /. Polk
$272.00 $264 0of $293.
Dawson Hall
$256.00 Buffalo  |$268.00| $287

spel Phelps |Keamey| Adams | Clay
269.00$266.00 | $272.00 | $263.00|$308.00

Franklin | Webster | Nuckolls ‘
$256.00 | $238.00 | $306.00 | $293.00 $280.00

akot
Thurston
tanto Burt
$281.00
Dodge n
$298.00 88
Butler |Saunders .00
$295.00| $283.00
Seward Cass
$293 00 l-ancaste
$260.00 %ﬁ
Otoe
Saline
$295.00 o

Source: Farmland Rental Rate Survey, USDA-NASS, August 25, 2023
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Nebraska Cash Rental Rates

Pasture and Cow-Calf Pairs
Rental Rates

ENE 61
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Pasture per Acre
Average Rental Rates — 2024 Season

Northeast
$75/ac
5%

Northwest
S16/ac
9%

Central
S49/ac
8%

Southwest
$28/ac
10%

Southeast
S61/ac
9%

Source: Nebraska Farm Real Estate Market Development Survey, 2024.
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Pasture per Acre
Rental Rate Ranges — 2024 Season

Northeast
H: $98/ac
A: S75/ac
L: S56/ac

Northwest
H: $22/ac
A: S16/ac
L: S13/ac

Southwest
H: $38/ac
A: $28/ac
L: $21/ac

By Region
High Grade (H)
Average (A)

Low Grade (L) South Southeast
H: $56/ac H: $73/ac
A: S44/ac A: S61/ac

Q.: $30/ac Y Q.: S45/ac Y
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Pasture per Acre
Rental Rates — 2023 Season

Cash Rent Paid
Dollars Per Acre

B s61.51-588.00

$45.51 - $61.50

$30.51 - $45.50

Not Published

Boyd
0.50

Knox
$48.00
Holt Dak
$41.00 $52.
$53.00
Wheeler
$40.00
Boone
$45.50
Valley | Greeley Colfax
Custer s4a1n(<;t(e) |4
- Sherman| Howard . Butler |Saunders 3$61.50
$45.00 | $48.50 |Merrick / Polk | $55.50 | $5250 %',
York |Seward Cans
Dawson Buffalo Hall & $51.
i { $47.00
$39.00 $38.00 $41.50 |Hamilton| $47.00 $49.00
Saline s D
spe Phelps Keamey Adams Clay Fillmore
3550 $40.50 | $37.50 $34.00 $43.00 J:::SO m;“ ans
Gage -
Richardso
Harlan | Frankiin | Webster |Nuckolis| Thayer Jeﬁefsor'ﬂ $55.50 | Pawnee
$34.00 | $35.50 | $40.50 | $40.00 $39.50 | $42.00 $5300 | $43.50

Source: Farmland Rental Rate Survey, USDA-NASS, August 25, 2023

64




CENTER FOR AGRICULTURAL PROFITABILITY

Cow-Calf Pairs
Rental Rate Ranges — 2024 Monthly

North
H: $84.15/pair
A: $73.95/pair
L: $61.45/pair

Northeast
H: $79.85/pair
A: $70.10/pair
L: $57.10/pair

Northwest
H: $58.35/pair
A: $51.20/pair
L: $43.80/pair

East
H: $75.20/pair
A: $66.45/pair
L: $54.95/pair

Central
H: $80.60/pair
A: $68.05/pair
L: $55.35/pair

Southwest
H: $65.85/pair
A: $60.55/pair
L: $52.40/pair

By Region
High Grade (H)
Average (A)

Low Grade (L) South Southeast
H: $69.50/pair H: $73.65/pair
A: $57.30/pair A: $64.35/pair
Q.: $48.15/pair Y Q.: $50.45/pair Y

Source: Nebraska Farm Real Estate Market Development Survey, 2024.
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Stocker (500-600 Ib.)
Rental Rate Ranges — 2023 Monthly

North
H: $47.85/head
A: $41.25/head
L: $32.10/head

Northeast
H: $53.55/head
A: S44.60/head
L: $35.95/head

Northwest
H: $34.20/head
A: $27.65/head
L: $20.55/head

East
H: $52.30/head
A: S43.85/head
L: $34.70/head

Central
H: $47.05/head
A: $38.30/head
L: $29.40/head

Southwest
H: $48.65/head
A: $39.15/head
L: $30.25/head

By Region
High Grade (H)
Average (A)

Low Grade (L) South Southeast
H: $45.90/head H: $49.75/head
A: $36.50/head A: $41.45/head

Q.: $28.05/head/ Q.: $31.30/head/

Source: Nebraska Farm Real Estate Market Development Survey, 2023.

66




Agricultural Farmland Leases
Setting Cash Rental Rates

N 67

CENTER FOR AGRICULTURAL PROFITABILITY



Methods for Setting Cash Rental Rates

* Methods for estimating a cash rental rate 1n 2024
* Adjusting survey data
* Cash equivalent from crop share
* Return on investment

ENE 63
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Setting Cash Rental Rates

* Setting a cash rental rate needs to be viable given the needs of the
landlord and tenant.

* Rates may be set according to:
* Fixed amount per acre for all acres on the farm.
* Fixed amount per cropland acre.

* Different methods may be used to calculate a rental rate, but all
methods must arrive at a viable rate.

N 69
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Estimating Cash Rental Rates by Adjusting Survey
Data

* Land rental rate survey data:

* Evaluate available cash rental survey data to establish a baseline 1n the landlord
and tenant negotiation process.

* Average yields:

County Value Farm Value
County
2 ty Rental Rat 190/ac. 1.42/bu.
ounty Rental Rate | $190/ac Rent/Bushel $1.42/bu
Corn Yield 134 bu./ac. | APH Yield x 119 bu./ac.
k. t
ounty $1.42/bu. | Farm Level Rent | $168.73/ac.
Rent/Bushel

CENTER FOR AGRICULTURAL PROFITABILITY
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Cash Equivalent From Crop Share

* Rent paid to landlord by tenant based off owner’s share of net
returns per acre.

* Example 50/50 split:

Corn - March 2024 Corn - July 2024 Corn - Nov. 2024

Yield (50% share) 80 bu./ac. 80 bu./ac. 80 bu./ac.
Price/bushe x S4.66/bu. x $5.05/bu. x S4.87/bu.
Income S372.80/ac. S404.00/ac. $389.60/ac.
Owner Expenses* -5185.00/ac. -5185.00/ac. -5185.00/ac.
:\'E‘:::::v"er::‘:‘t?w"er $187.80/ac. $219.00/ac. $204.60/ac.
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Cash Equivalent From Hay Share

* Rent paid to landlord by tenant based off owner’s share of net
returns per acre.

* Example 33/67 & 50/50 split:

33:67 Hayland Share 50:50 Hayland Share

Yield (share) 0.5 ton/ac. 0.75 tons/ac.
Price/ton x $180/ton x $180/ton
Income $89.10/ac. $135.00/ac.
Owner Expenses* -50.00/ac. -$35.00/ac.
S UL N So— $89.10/ac. $100.00/ac.
(Effective Rent)

*In this example, the owner does not pay any expenses for the 33/67 hay
share. Also, the owner pays S35 per acre in fertilizer expense for the
50/50 hay share.

CENTER FOR AGRICULTURAL PROFITABILITY
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Return on Investment

* Multiply the estimated current market value by the expected rate of
return to determine the rental rate per acre.

Dryland Irrigated

Farm
Cropland Cropland
Land Value $7,500/ac. $11,050/ac.
Rate of Return X 2.8-3.2% X 3.1-3.5%

Rental Rate per Acre |$210-$240/ac. | $343-5387/ac.

*Estimated net rates of return by land type are available in Table 5
of the Nebraska Farm Real Estate Market Highlights Report 2022-2023.

CENTER FOR AGRICULTURAL PROFITABILITY

73




Return on Investment (continued)

* Selecting an appropriate market value and rate of return are key to
estimating reasonable rental rates.

* Nebraska Farm Real Estate Survey provides estimated annual net
rates of return (returns after landownership expenses —1.e. land
taxes).

* Summaries provided in the land report estimate net rates of return
for rrigated cropland, dryland cropland, and grazing land.

N 74
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Agricultural Farmland Leases
Lease Arrangement Trends

N 73

CENTER FOR AGRICULTURAL PROFITABILITY



Land Lease Rental Arrangements by Agricultural
Statistics Dlstrlct in Nebraska for 2022

Central East

100%

90%

80%

70%

60%

Percent

50% ® Flex Lease

40% B Cash Lease

® Crop Share
30%
20%

10%

0%
Northwest North Southwest South Central East Southeast Northeast

District
N 76
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Reported Factors for Flexing
Cash Lease Payments

Crop
Other Yield
e . 15%

Crop Revenue
(Yield x Price) -
43% Crop
Price
—_37%
N Source: Nebraska Farm Real Estate Market Development Survey, 2022.
77
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Reported Crop Price for Flexing Cash Leases

Terminal or
Regional Price Other
6% 5% Crop Insurance

Price Guarantees
_24%

Local Cash Futures
. Prices
(Spot) Price AN
i, e 17%
N Source: Nebraska Farm Real Estate Market Development Survey, 2022.
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Entity Responsible for Maintaining Irrigation
System as Part of Cash Lease in Nebraska

Other
3%

Landlord
21% __—4

Landlord
& Tenant

\ 47%

Tenant/
29%

ENE Source: Nebraska Farm Real Estate Market Development Survey, 2023.
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Discount on Cash Rent per Acre When Tenant
Owns Pivot for Irrigation System in Nebraska

$26 to $50
$10 to $25 52%

37%

N Source: Nebraska Farm Real Estate Market Development Survey, 2023.
80

CENTER FOR AGRICULTURAL PROFITABILITY



Discount on Cash Rent per Acre When Tenant Owns
Power Unit for Irrigation System in Nebraska

Discount per Acre

Power Unit

$1 to $9 $10 to $20

--------- Percent of Respondents - - - - - - - - -

System Type

Diesel Engine 15 28 45 12
Propane or Natural Gas Engine 21 37 33 9
Electrical Motor 18 31 35 16
ENE Source: Nebraska Farm Real Estate Market Development Survey, 2023.
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PROPER LEASE PROVISIONS

32



Lease Provision - Fertility

* Phosphorus
 Minimum to be left in soil at end of lease
* Maximum that can be 1n soil (manure application)
* Protect tenant with clause 1f large amount applied

* Mining of soil
 Consider soil test at end of lease
e Minimum nutrients left must be followed

* Lime
* Typically a Landlord Expense
* If tenant 1s applying — then protect with clause 1n lease

N 33
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Lease Provision — Soil Health
& Environmental Concerns

* FixXing excessive erosion
* Typically, a landlord’s expense

* Non-crop acres
* Who controls cedar trees and noxious weeds?

* Tillage vs. No-till considerations
* Organic vs. Non-organic production
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Lease Provision - Fertility

* If there 1s a pasture, who 1s taking care of the fencing?

* For pasture — know what happens for the Big 3 Disasters!
* Fire, Hail, or Drought

* Hunting rights
* Crop ground vs. pasture
* Nebraska recreational use law
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Lease Provision — Other ltems

* Corn stalks use
 Grazing vs. harvesting as bedding . .
* Removing all material (not preferable) - “

* Manure application
* How often
* Limits on P application
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For the Tenant - What to Communicate

* Force yourself to share information with the landlord
* Yes — even for cash leases!

* Timely crop updates
* Include moisture conditions % 4 Y iy
» Weed, disease, or insect pressures O U TN o
 Consider sending as text or emails with pictures '

CENTER FOR AGRICULTURAL PROFITABILITY



For the Landlord - What to Communicate

* Overall management of the farm (do you have vision or goals?)
* Specifically:
* Weed control

* Erosion control
* Non-crop acre management expectations

* If using farmstead, what 1s the expectation for managing that asset?

CENTER FOR AGRICULTURAL PROFITABILITY
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One More Thought on Leasing

* Communications should happen more often than at lease
negotiation time (both landlords and tenants)

* Are the landlords “Outstanding 1n their fields?”

 If the landlord lives close enough — several trips per growing season should be
made

CENTER FOR AGRICULTURAL PROFITABILITY
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Leasing Considerations

* How 1s the tenant helping you?
* Maintaining terraces and waterways
* Controlling noxious weeds
* Maintaining fences
* Maintaining the 1rrigation system
* If the tenant 1s helping with these landlord expenses — the rent
(especially cash rent) should be adjusted

N 90
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WRITTEN LEASES AND LEASE PROVISIONS
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| ease Provision - General

* Have all leases 1in writing

* If verbal — end that — get 1t in writing!
* In Nebraska — verbal leases for farmland end BY September 1
* Not the same for pasture

* Start and ending date of lease (length of lease)

* Timing of lease termination — how much notice?

* Holdover clauses?

* When will lease be negotiated? (for the next term)

ENE 92
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Fillable PDF Leases — AglLease101.org

AgLease 101 Home DocumentLibrary About Ag Lease 101

Click

Ag Lease 101 i

Lease Publications Lease Forms
Fixed and Flexible Cash Rental Arrangements A Cash Farm Lease
for Your Farm

}‘, (NCEMEC-014)

(NCEMEC-01)
) 4 )

Crop Share Rental Arrangements For Your Crop Share Farm Lease Cash Farm Lease .
Farm Cash Farm Lease F | | I ad b | e

(NCEMEC-024) P D F FO ms

Pasture Lease )

Lease
Publications S

Pasture Rental Arrangements For Your Farm

¥y

(NCFMEC-03) (NCFMEC-034)

Rental Agreements For Farm Buildings and Farm Building or Livestock Facility Lease

Livestock Facilities (NCEMEC.044)

}OV }’r

(NCEMEC-04)

Farm Machinery Lease for Non-commercial
Transactions

Purchasing and Leasing Farm Equipment

(NCFMEC-05)
: (NCFMEC-054)

Beef Cow Rental Arrangements For Your Farm Livestock Rental Lease

Farm Building Rental Rate Survey

A
A
A
A
A
A
A
A
A
(NCEMEC-06 \}e (NCFAMEC-064)

(NCFMEC-07)

Yy ¥y ¥y
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Nebraska Land Link: https://cap.unl.edu/landlink

* Started February 1, 2021
* Problem — two-fold

* Land seekers don’t have access to land so they can farm/ranch

* Older generation does not have succession path (their children are not
farming/ranching)

e Matches LLand Seekers with Landowners
* Applications will be used with both groups

* All applications will be reviewed — follow-up phone interviews will
be completed

 Possible land seeker matches will be shared with landowners to decide who
they want to interview

N 04
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Nebraska Land Link: https://cap.unl.edu/landlink

* Online information and application 1s at this website

UNIVERSITY of NEBRASKA-LINCOLN Visit  Apply Give Log In Search

Institute of Agriculture and Natural Resources | Agricultural Economics
CENTER FOR AGRICULTURAL PROFITABILITY

Management Livestock Policy and Legal Partners

NEBRASKA LAND LINK
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COMMENTS ON FARM & RANCH SUCCESSION
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Retirement Plans for lowa Farmers (2019)

60
50
40
30
20
10

Never Retire Semi Retire Completely

Reti
N clire o

CENTER FOR AGRICULTURAL PROFITABILITY
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Procrastinating on Farm or Ranch Succession

* About 50% of operations do not have succession plans or they are
out of date!

* Farmers really do not ever plan to retire

* Producers may have a hard time giving up control and do not have
a lot of other plans for retirement

* Newer equipment makes farming easier to continue in older age

N 98
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Procrastinating on Farm or Ranch Succession

* Producers may NOT be planning to retire.

 However, the lesson must center on the 1deas:
* No one avoids the pine box.
* What happens to material possessions when you are gone?

CENTER FOR AGRICULTURAL PROFITABILITY
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Estate Planning

“..many farm families experience significant difficulty in discussing
the tuture of the family farm. More often than not, planning... tends
to be deferred until some critical life event occurs which forces the
family to address the matter.” Kaine, et al, Succession and
Inheritance on Australian Family Farms, TRDC Pub. #198, The
Rural Development Centre, U. of New England, Armidale, NSW

100
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Why do we not plan”?

* Too Complicated (we assume)
* Don’t like to Plan

e Jti1s mental ‘work’

* Facing our own Mortality
* Some just don’t want to think about death

* We are afraid that if we do something, it will be wrong (in the
future)

ENE 101
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Near the End of Any Career
Three Types of Planning

* *

Power of Attorney — health

. Power of Attorney — personal
End of Life — nealth care directive
Plans/Documents

Estate Plan Busme.SS
(will, trust, LLC, Succession
other structures) Planning

ENE 102
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a headache!
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Steps for Ideal Planning/Succession/Transition

Step One: What do you have? (write down inventory)

Step Two: Family meets (Get Input: who is in, who is out?)

Step Three: Ideally, here is our plan!

Step Four: Professional puts the right tools in place

Succession plan developed/signed — Congratulations!

Review periodically and/or as your situation changes

ENE L ’ 104
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So — the Lesson is Please Have a plan!

* Having no plan leads to chaos 1n many situations
* Causes greed among family members
* Splits families

* See the next video — monkeys!

CENTER FOR AGRICULTURAL PROFITABILITY
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Test of Fairness - Emotions

® . capuchin monkey fairness experiment o »
«» Watch later Share

Il o) oo1/058 B o Youlube (.




Upcoming Webinar: Ag Land Mgt. Quarterly
Mon. May 20, 2024 at 12:00 PM CT

Topics
* Trends in Nebraska cash rental rates

e Trends in Nebraska cash rental rates for 2024

* Financial implications for changing commodity prices and adjusting cash
rents

* Proper communication and decision-making for agricultural land
* Improving communication between landlords, tenants, and family members
* Short- and long-term decision-making for agricultural land

* Ask an expert
* Review of submitted questions
* Upcoming land management workshops and publications

ENE 107
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Nebraska Agriculture Land Studies Fund

* Interested in helping support the Nebraska Farm Real Estate
Survey & Report?

* Please consider donating to help cover future expenses.

Donate Directly University of NE Foundation

https://go.unl.edu/landfund Ph: 800-432-3216
Email: info@nufoundation.org

ENE 108
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LAG LAND

COMPANY

A special thanks to Zag Land Company

for sponsoring today’s webinar.

Zag Land Company offers the following services:

Land Management for farms, pasture, CRP, and recreational land

Land Real Estate Brokerage for both Buyers and Sellers

Consulting, Valuations, Lease Analysis, and more

Phone: (402) 841-4002 Email: Sam@Zag.ag  Zag.ag




So You’ve Inherited a Farm,
Now What?

Jim Jansen Anastasia Meyer
Agricultural Economist Agricultural Economist
University of Nebraska-Lincoln University of Nebraska-Lincoln
Email: jjansen4@unl.edu Email: ameyer71@unl.edu
Phone: 402-261-7572 Phone: 402-230-7975

Web: cap.unl.edu/realestate Web: cap.unl.edu/succession
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