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2009 flexible cash farm leases gain traction
by Steven D. Johnson, Ph.D., Farm & Ag Business Management Field Specialist, Iowa State
University Extension, (515) 261-4215, sdjohns@iastate.edu, www.extension.iastate.edu/polk/
farmmanagement.htm

W

hile Flexible or Bonus Cash Leases make up a
small percentage of Cash Rent Lease Arrangements to-date, the interest in these types of leases
is increasing rapidly. That’s because the additional payment
above an established base rent is getting triggered from
revenue (yield times price). That additional flexible rent
payment can be determined by the specific farm revenue or
by the county average revenue. If the revenue reflects the
yield and/or price from that farm, then the Farm Service
Agency (FSA) office will likely determine that this is a share
lease and the tenant should share a portion of the government farm program payments with the landlord. To avoid
additional FSA and specific farm record keeping, many
tenants and landlords may choose the posted county price
to determine the county average revenue for that crop year
in order to finalize the size of that “flex payment.” In such a
case, that payment won’t be made until at least March following harvest, when the final county yields are determined by
the USDA National Ag Statistics Service.
Interest in flexible cash leases is likely to increase in 2009.
The reason is that once tenants and landowners understand
that beginning in 2009 revenue triggers at both the state

and farm levels are a major portion of the new Average Crop
Revenue Election (ACRE) payment, they will see that leases
could be structured in a similar fashion. These revenue concepts will be incorporated by both tenants and landlords to
write multi-year leases that benefit both parties through the
2012 crop year, the last year of the ACRE program.
In addition, farms that enroll in ACRE in 2009 will likely
need to prove their actual farm yields by FSA farm number
beginning with the 2004 crop year. That’s because ACRE
requires the use of both state and farm yields using a 5-year
Olympic average for planted acreage. For some farms, the
easiest year to prove yields will be 2008 when scale tickets,
settlement sheets, grain bin measurements, and yield monitor
data can be segregated by FSA farm number during and immediately following harvest. However, the FSA regulations
pertinent to ACRE and farm yields have yet to be written and
likely will not be completed prior to the 2008 harvest.
More information is available in Ag Decision Maker File
C2-21, Flexible Farm Lease Agreements and the associated
Decision Tool on analyzing a flexible lease agreement.

ACRE payment calculators
by Bruce A. Babcock, Center for Agriculture and Rural Development, babcock@iastate.edu,
515-294-6785

A

verage Crop Revenue Election, or ACRE, is a new
commodity program included in the Food, Conservation, and Energy Act of 2008. The revenue guarantee
equals 90 percent of the product of the ACRE yield and the
ACRE price. The ACRE yield is the average of the state yields
during the previous five years after the highest and lowest
yield in the five years are eliminated. So, for example, if state
yields for corn in 2004 through 2008 were respectively 180,
140, 150, 160, and 100 bushels per acre, the ACRE yield
for 2009 would be 150, which is the average of 140, 150,
and 160. The ACRE price is the average of the two previous years’ season average prices as reported by the National
Agricultural Statistics Service. So for 2009, the ACRE price
used to set the 2009 guarantee will equal the season average prices for the 2007/08 marketing year and the 2008/09
marketing year.

To help farmers and others understand how ACRE works
and to compare the likely payments from ACRE relative to
traditional farm programs, the Center for Agricultural and
Rural Development (CARD) researchers have prepared a fact
sheet about ACRE, as well as three computer calculators. The
fact sheet provides detailed information about ACRE and a
brief description of how to use the calculators. The calculators are crop specific: one for corn, one for soybeans, and
one for wheat. All ACRE calculations assume that ACRE signup is for the 2009 crop year, and all calculations are based on
2009 market conditions.
The information is provided at http://www.card.iastate.edu/
ag_risk_tools/acre/.
We welcome your comments about the usefulness of the
calculators (e-mail card-web@iastate.edu).
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Hart named as new grain marketing economist at Iowa
State University

W

hen it comes to information about the grain
markets, there’s a new kid on the block at Iowa
State University. Beginning Aug. 1, Chad Hart will
pick up many of the responsibilities of Robert Wisner, who
provided grain marketing information and advice to Iowa
producers for more than 40 years before his retirement in
December 2007.
Hart has been an agricultural economist with Iowa State’s
Center for Agricultural and Rural Development (CARD). He
arrived at CARD in 1991 as a graduate student and joined
the staff in 1999.
In this new position, Hart will be an assistant professor of
economics in the College of Agriculture and Life Sciences.
He also will add the title of grain marketing economist to his
business card. Hart’s task will be to analyze grain, forage, and
energy crop markets and their interaction with the rest of the
economy, then coordinate with extension specialists to communicate that information to farmers across the state.
“I’m definitely looking forward to this,” Hart said. “This is
an exciting time because we are having high grain prices
due to a variety of factors, such as the weather, strong global
demand, and the build-up of a bioeconomy.”

Hart served as head of CARD’s Biorenewables Policy division
for the past year. He also has been the U.S. Policy and Insurance Analyst with the Food and Agricultural Policy Research
Institute (FAPRI) at Iowa State. In this capacity, he was
responsible for directing econometric and modeling efforts
for the crop insurance component of the FAPRI modeling
system. He also maintained CARD’s Loan Deficiency Payment
interactive Web site.
“Most of my time at CARD has been spent looking at issues
for politicians,” Hart said. “Now I’ll be looking at those same
issues, but for farmers. That gives me a completely different
audience than before.”
Hart received a bachelor’s degree in economics with minors
in mathematics, history, and astronomy from Southwest
Missouri State University in 1991. He received a doctorate in
economics and statistics in 1999 from Iowa State.
In 2007, Hart received both the Iowa State University Regents Award for Staff Excellence and the Iowa State University College of Agriculture and Life Sciences Professional and
Scientific Award for Achievement.

Updates, continued from page 1

Your Farm Income Statement – C3-25 (8 pages)
Farm Financial Statements – C3-56 (8 pages)
Please add these files to your handbook and remove the out-of-date material.

Current Profitability
The following profitability tools have been updated on www.extension.iastate.edu/agdm to reflect current price
data.
Corn Profitability – A1-85
Soybean Profitability – A1-86
Ethanol Profitability – D1-10

. . . and justice for all
The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of
race, color, national origin, gender, religion, age, disability,
political beliefs, sexual orientation, and marital or family
status. (Not all prohibited bases apply to all programs.)
Many materials can be made available in alternative formats
for ADA clients. To file a complaint of discrimination, write

USDA, Office of Civil Rights, Room 326-W, Whitten Building, 14th and Independence Avenue, SW, Washington, DC
20250-9410 or call 202-720-5964.
Issued in furtherance of Cooperative Extension work, Acts
of May 8 and June 30, 1914, in cooperation with the U.S.
Department of Agriculture. Jack M. Payne, director, Cooperative
Extension Service, Iowa State University of Science and Technology, Ames, Iowa.

Permission to copy
Permission is given to reprint ISU Extension materials
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