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Land Access
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 Land access is the most significant barrier to
entry into farming (Ahearn 2013)

Hay hotline

Hay Hotline
Welcome to Montana Department of Agriculture Hay Hotline. The Montana Department of Agriculture offers this list as a service to the.
Agricultural industry and particularly to those with hay for sale, hay wanted, pasture available and pasture wanted

For more information about the Hay Hotling program click hare:

Montana Department of Agriculture Hay Hotline program

Search Listings. List
Search for Hay Listings (for sale or wanted) Enter new Listing (Hay or Pasture)
Search for Pasture Listings (available or wanted)

For inquiries about the Hay Hotline, contact:  Montana Department of Agriculture
(405) 4442402
Fax (406) 444-9442
E-mail. agr@mt gov

services.agr.mt.gov/Hay_List
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Finding land: other ideas

« Communitylistservs

* Bulletin boards

* Talk to your neighbors and family members
* Local realtor

sttt FOS I Wglyld I RQ

* Craiglist

* Local paper
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What makes a good lease:
What to include

* Who is responsible for what, and when
+ Detailon persons involved and the propeiitgelf

* Clearly states duration of lease, terms of renewal,
rate or how it will becalculated

* If you use a form/sample lease, you may need to
add to it

Aside: Whats an AU?

Whatis an AU?

Table 2. Animal unit equivalents

Type of Animal AUM
Mature cow 1.0to 1.4
Bull 15
Yearling steer/heifer 0.7t0 0.9
Two-year-old heifer 1.0to 1.2
Calf 04

Ewe 0.20 to 0.28
Replacement ewe lamb 0.13to 0.17

Horse 09to 1.2
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Whatis an AU?
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Whatis an AU?

le 1. Animal Units (AU) equivalent for each class of
fivestock and livestock types.
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What is an AU?

» A mother cow and calf?
* One, 1,000b animal

» 920lbsof forage/month
» 790Ibsof forage/month
» Something else

* All of the above

mam) Define it in the lease.




What makes a good lease?
hyOS &2dzQ@dS RSOXR
* Written

« Note: different states have different lease laws!

» Terms are understood and agreed on by both
parties

» An appointment with your lawyeand/or
accountant is advised.
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Who is responsible fof

* Management practices
« Checking on animals, grazing management, etc.
« Monitoring? Landlord right to enter and inspect?

« Infrastructure and improvements: describe!
« Water access and quality, fencing, corrals, salt bdécks
« Compensation for longerm improvements

« Government program and disaster assistance
« ARC and PLC (crops only), EQRP, etc.
« Eagle Watch v. Smith

Who is responsible fot

* Hunting access (and/or revenue)
 Mineral rights and extractiorwindpower

» Risk management: livestock and liability insuranc:
« Talk to insurance agent to make sure covered




Landlord Tenant

Inspect fences not less than onee per
Furnish labor for repair of fences
Furnish materials for repair of fences
Supervise supply of water to livestock
Furnish labor for repair of water system
Provide materials for repair of water system
Furnish salt and mineral

Count livestock not less than once per
Return stray animals to pasture

Call veterinarian in case of emergency

Pay veterinary expenses

Provide loading and unloading facilities
Furnish supplementary feed, if needed
Notify other party of shortage in count
Provide facilities for fly control

Keep fly-control facilities in working order
Liability insurance

What about
the unexpected?!

What about

the unexpected?!

* Drought

* Flooding

* Fire

» Latepayments
« Death of landowner or tenant

DO (Abnarmally Dry) @ o2 (Savare Drought)
D1 (Moderate Drought) () D3 (Extreme Drought)




Why put the lease in writing?

» Expected:

— Better understanding of expectations by both parties
— Documentation for tayourposes, FSA

» Unexpected:

— Serves as a legally enforceable reminder of agreed
upon terms

— Statute of frauds: must be written if more than one
year to be enforceable

Adding a disaster clause

» How will grazing be affected in drought, flood,
hail, or fire?

* Who will make this decision?
» How much notice will be given?
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Types of Leases

« Fixed cash
« Per acre, per heagher cowcalf pairper AUM, etc.
¢ Most leases in MT are fixed cash

¢ Share
« Tenant pays landlord by production volume or revenue
« Landlord shares in price and/or production risk

« Flexible

« Fixed base rate is adjusted to reflect current condition
« Landlord shares in price or productidek

Fixed Cash Leases: Advantages

e Simple

e Common

* Predictable

« Less decisiomaking for landowner

Fixed Cash Leases: Disadvantage

} Landowners
Bb2 a3I22R &8SHNE GAYRTIf ¢
‘BLower payment compared to share leases

} Tenants
‘BHave all yield and price risk




Flexible Arrangement Advantages

» Reduced production or price risk for tenant
« Both parties see benefits in a good year
* More communication

Flexible Arrangement Disadvantages

* Income for landowner becomes variable
 Selfemployment tax considerations
* More measurement, recorteeping, and/or trust

» More communication: transactions costs

Share of Gain

Landowner charges per pound of weight gained by
calves.

Example:
Final weight: 500bs $/Ib gained = $0.50
Initial weight: 150bs
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Share of Gain

Landowner charges per pound of weight gained by
calves.

Example:
Final weight: 500bs $/Ib gained = $.50
Initial weight: 150bs
Gain: 350bs

Share of Gain

Landowner charges per pound of weight gained by
calves.

Example:
Final weight: 500bs $/1b gained = $.50
Initial weight: 150bs
Gain: 350bs
350Ibs*$0.50/b=$175 per calf

Share of Value of Gain

Calculate the change in value of calves during
their time on pasture

Calculate contributions of landowner and
tenant

« Divide proceeds according to contribution
* This approach requires a bit more work
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Share of Value of Gain

* Example:
— Initial value: 150bsat value of $1.79b=%$262

Share of Value of Gain

* Example:
— Initial value: 150bsat value of $1.79b=$262
— Final value: 55@sat value of $1.50b=$825

Share of Value of Gain

* Example:
— Initial value: 150bsat value of $1.79b=$262
— Final value: 55(sat value of $1.50b=$825
— Value of gain=$82%262=$563
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Share of Value of Gain

* Example:
— Initial value: 150bsat value of $1.79b=$262
— Final value: 55(bsat value of $1.50b=$825
— Value of gain=$82%262=$563
Divide equitably:
— Landowner tallies costs: $80/calf
— Livestock owner tallies costs: $120/calf

Share of Value of Gain

* Example:
— Initial value: 150bsat value of $1.79b=$262
— Final value: 55(sat value of $1.50b=$825
— Value of gain=$82%262=$563

— Landowner tallies costs: $80/cg#0%)
— Livestock owner tallies costs: $120/0&l0%)
— Total operating costs: $200/calf

Share of Value of Gain

* Example:

— Initial value: 150bsat value of $1.79b=%$262
— Final value: 55Msat value of $1.50b=$825
— Value of gain=$82%262=$563

— Landowner receive$0% * $563=%$225/calf
— Livestock owner receivé®)% * $563=$338/calf
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Flexing on price

» Base rate fixed for term of lease

» Adjusted based on current prices relative to
historical

Flexing on price

» Base rate fixed for term of lease

» Adjusted based on current prices relative to
historical

Examplel:

 Base rate: $5/acre

» 10-yearavgsteer calf $1.5@er pound

« Octoberfutures contract $1.20b

* Indexed rate %5 x(1.20/1.50)=$4.00/acre

Flexing on price

» Base rate fixed for term of lease

« Adjusted based on current prices relative to
historical

Example2:

 Base rate: $5/acre

« 10-yearavgsteer calf $1.5@er pound

» October2014futures contract $2.20b

* Indexed rate $5 x(2.20/1.50)=$7.33/acre
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. Leaée rates: Information and negotiation
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Montana Cash Pasture Renkidites

http://msuextension.org/aglease/
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Whatis affecting these averages???

» Time: new and old leases
 Productivity: quality, quantity of forage
» Improvements: fencing, corrals, water, etc.
« Location:convenience, development pressure
* Non-market values:
— Good tenant relationship
—Want to keep the land in family
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http://msuextension.org/aglease/
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FairRent.umn.edu

FairRent

Welcome Back!

Welcome to FairRent.

katefuller@montans.edu

Quickly and easily evaate land rental

decisions.

At home, or on the go —
use FairRent on your PC, tablet or

smartphone.

Your login attempt was not successful
Please try again.

New to FairRent?

AgLeasel0l.org

Document Lbeary  FAQ  ForEducstons  About AG Lases 101 Contact

AG LEASE 101

AG LEASE 101

Ag Lesse 101 heips both land owners end ind operaors e
0oul aermate l0aso errargemants ard inchudes sample
witen lnase sgreements for sever peos. AG Lesss 101
Was cresies by and ' mairtained by the North Central Fam
Managermert Extenson Commitise

GETTING STARTED...

msuextension.orfpglease

Onestop shop for many leasing resources:

* NASS rates

« agleasel0l.orgsample leases

* FairRent

* Montana Agricultural Leasing Law information
* MontGuides

* LandLink

 Soil Surveys

17



18



