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Economic and Legal Considerations
For Leasing Cropland in Idaho

Clark F. Seavert, Russell V. Withers and Douglas L. Grant

Leasing is an important part of Idaho agriculture. In
1987, 37 percent of the nearly 14 million acres in farms
was leased [7]. More than 40 percent of the farm oper-
ators rented part or all of the land they operated. Leas-
ing is even more significant when units with less than
$10,000 of annual sales of farm products are excluded
(Table 1).

Leasing is a term used to describe a situation in which
a tenant gains the right to use property or resources be-
longing to another person. A farmer can lease land,
equipment, livestock or buildings from another. The
payment made for this privilege is called ‘‘rent.’’ This
report deals with the leasing of land, primarily for crop
production.

In a lease, a landowner gives a tenant or operator the
right to possess and use a specific tract of farm real
estate for a period of time in exchange for a rental pay-
ment. Farmland leasing is widely used because it can
be advantageous to both the tenant and the landowner.
The landowner maintains ownership of the property
without major involvement in its use. The tenant ob-
tains rights to use the property without the investment
required for ownership. The landowner receives rent
as a return on the investment and may benefit from ap-
preciation to the property.

An owner may have several reasons for leasing land
to a tenant rather than selling it. The landowner may
want to keep the land because of a possible increase
in value, for protection from inflation or to maintain
it for posterity. There may also be perceived tax benefits
from holding rather than selling the property. Some

owner entities may hold land for diversification in a
portfolio, or for other reasons.

Farm operators may prefer to lease land instead of
buying it. Reasons vary, depending on the circum-
stances of the tenant. For a new farmer with limited
resources, leasing may be the only way he or she can
get started in farming. Leasing allows those operators
to share risks and management decisions with a more
experienced owner. Some prefer leasing because it al-
lows greater expansion of production to make better
use of equipment and labor than would be possible if
financial assets were tied up in land. The cost econo-
mies resulting from a more efficient size of farm could
benefit the landowner as well as the tenant.

A study of 1987 Idaho farm leases in selected coun-
ties was made with the following objectives:

1. To determine current leasing arrangements on crop
farms.

2. To describe the merits and problems associated with
different types of leases.

3. To propose methods for assessing equity in farm
leases.

4. To identify risks associated with farm lease ar-
rangements.

This information should be useful to landowners,
tenants, bankers and others who deal with farming busi-
ness. A knowledge of the benefits and pitfalls associated
with farm leases will improve leasing arrangements and
prevent many of the problems associated with inequi-
table and unsound leases.

Table 1. Summary of farms with $10,000 ‘or more of annual sales by tenure of operator, Idaho, 1987.

Number Percent Average acres Total acres Percent of
of farms of farms per farm (millions) acreage
Full-owner 6,275 46 628 3.94 33
Part-owner 5,316 39 1,299 6.90 57
Tenant _2,076 15 _sr7 _1.20 _10
Total 13,667 100 881 12.04 100
Source: U.S. Department of Commerce, Bureau of the Census, 1987. Census of Agriculture, Vol.1 Part 12, Idaho State and County Data,
June 1989.
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Leasing and Lease Arrangements

Farm leases are classified primarily by the type of
rental payment involved. The two most common farm
lease arrangements are fixed-cash and crop-share. Flex-
ible-cash leases are also used on a few farms.

Fixed-Cash Rent

In a fixed-cash lease, the landowner consigns the
management and use of the property, which may or may
not include improvements, to a tenant in exchange for
an agreed cash-rent. As a result, the tenant receives all
of the income and usually pays all expenses except taxes,
maintenance of improvements and irrigation water fees.
The amount of rent and the payment dates are usually
predetermined and fixed.

The fixed-cash lease is preferred by landowners who
want a fixed return on their property, prefer to avoid
the risk of low yields or prices, do not wish to be in-
volved in management decisions or who are inaccessi-
ble to the property (such as absentee owners).

The fixed-cash lease is likely to be favored by tenants
who have adequate financial resources to bear short-
term risks, have good management skills and desire the
freedom to make production and operating decisions.
These are mostly experienced farm operators who have
been successful over a period of several years.

Crop-Share Rent

Under the crop-share lease the landowner receives
a predetermined share of the crop produced. The land-
owner generally supplies the land, taxes, water assess-
ments or fees, if any, and a specified share of the
operating expenses. The renter supplies the labor, ma-
chinery and equipment and a major portion of the oper-
ating expenses, depending on the type of crop-share
lease.

The crop-share lease is likely to be preferred by land-
owners who want to be involved to a limited extent in
the planning and management decisions on the farm or
who want to be in a position to benefit from increased
yields and higher prices. However, for this privilege,
the landowner also loses when yields or prices are low.

The crop-share lease is favored by a tenant who does
not want to bear all of the risk or who cannot bear all
of the risk because of limited financial resources. This
type of tenant may be young and inexperienced and may
desire assistance with major management decisions as
well. This type works well for those who are just get-
ting established in farming.

Flexible-Cash Rent

Flexible-cash leases, or variable cash rents, involve
arrangements that permit the cash-rent paid in a given
year to vary with changes in prices and yields of the
crop grown. Usually a base rent is agreed upon and this
is adjusted when prices or yields occur outside of an
agreed upon range.

While the flexible-cash lease is more difficult to cal-
culate, it has advantages attributed to both cash and
share leases. Unexpected gains or losses related to yield
or prices are shared between the landowner and the ten-
ant. The landowner does not need to deal with the crop
as in a share lease but can benefit from yields or prices
that are above average. On the other hand, the land-
owner receives a lower rent if yields or prices fall. This
reduces the rent payment by the tenant.

Flexible-cash rental rates are usually calculated by
one of three methods. The first method is called a modi-
fied rent for yield, which establishes a cash rental rate
multiplied by a ratio of current year’s actual crop yield
to the average crop yield.

Modified rent for yield:

Established cash
rental rate

i et ik Adjusted cash rent

Average yield/acre
The second method, called a modified rent for crop
price, establishes a cash rental rate multiplied by a ra-
tio of the current year’s actual crop price to an agreed
upon crop price.

Modified rent for crop price:

Actual crop
Established cash price/bushel = Adjusted cash rent
rental rate W

price/bushel

The third method, called a modified rent for price and
yield, establishes a cash rental rate multiplied by a ra-
tio of the current year’s actual crop yield to the aver-
age crop yield and the current year’s actual crop price
to an agreed upon crop price.

Modified rent for price and yield:

Actual crop Actual crop
Established yield/acre price/bushel Adjusted
cash rental Average crop Agreed upon ~ cash rent
yield/acre price/bushel

The flexible cash-rent approach requires that both par-
ties need to have previously agreed on what average
commodity price and average crop yield to use in the
calculations [3].



Government Programs and Leasing Arrangements

Government farm programs that deal with acreage
allotments, acreage bases, set-aside acres, conservation
reserve and similar conditions may present some sig-
nificant challenges to a leasing situation. During peri-
ods of financial stress in agriculture, these government
programs are often essential to the economic survival
of the farm operator. Landowners and tenants should
be aware that these programs need to be considered in
the lease arrangement. The local Agricultural Stabili-
zation and Conservation Service (ASCS) office should
be consulted to learn what is permissible for the area
where a lease exists.

In general, established rules that apply to leases will
determine how government payments will be divided
between the landowner and tenant. In cash-rent leases,
the tenant receives the program benefits. In crop-share
leases, government benefits are split in proportion to
the lease. However, according to the Latah County
ASCS office, a request can be made by the landowner
and tenant to have benefits split in other proportions.

Landowners with highly erodable land who want to
remain eligible for government program benefits were

required to have designed and gained SCS approval of
a conservation plan by January 1990. This plan must
be fully implemented by January 1995 for the farm to
remain eligible for program payments [5]. The land-
owner is responsible for compliance with the program,
and the tenant must follow the provisions of the con-
servation plan for the farm to qualify for continuous
program benefits. Tenants need to be aware of the sta-
tus of the conservation plan before finalizing a lease
negotiation.

Both landowners and tenants need to be aware of the
status of government programs and crop base acres for
the land being considered in a lease. The Latah Coun-
ty ASCS office noted that a landowner can lose base
acres if a tenant transfers the base to another leased
property. This can be prevented by agreement with the
ASCS county committee before the lease is signed. If
approval is obtained in advance, the landowner main-
tains base acres even if the tenant produces the crop
on a different property. Crops with base acres include
wheat, field corn, barley, oats and sorghum.

Leasing in Idaho

A mail survey was used to obtain information about
farm leases in Idaho. A list of farm operators who lease
cropland was obtained from the ASCS for each of 7
counties. These 7 counties — Bingham, Canyon, Cas-
sia, Latah, Minidoka, Twin Falls and Washington —
are major agricultural counties, containing one-third of
Idaho’s cropland. They were chosen to represent ma-
jor crop production areas in Idaho. Completed ques-
tionnaires were obtained from 322 tenant farmers, or
about 9 percent of the tenant farmers in the 7 counties.

Characteristics of each county as reported by the Cen-
sus of Agriculture for 1987 are shown in Table 2. Note
that between 40 and 52 percent of the total farms were
tenant farms. In the 6 southern Idaho counties, farms
of survey respondents averaged 384 acres, with an

average of 320 crop acres. The average leased acreage
was 252 acres. The averages including Latah County
were 516 acres per farm with 433 crop acres and 354
rented acres (Table 3).

Table 3. Average tenant farm size and cropland acres, select-
ed counties, Idaho, 1987.

Average Average total Average

County farm size cropland leased

e (acres) =—--ee--mmmmemeeceeeeeee
Bingham 357 274 219
Canyon 317 273 246
Cassia 442 425 312
Latah 1,305 1,114 961
Minidoka 289 257 181
Twin Falls 490 444 399
Washington 410 249 158

Table 2. Farm numbers and characteristics for selected counties, Idaho, 1987.

Number of Average Number of farms Average acreage Number of tenant Tenant farms as
County farms farm size with irrigation irrigated farms a % of total
Bingham 1,466 960 1,227 300 605 41
Canyon 2,009 163 1,745 122 847 42
Cassia 873 749 723 328 376 43
Latah 644 548 42 73 334 52
Minidoka 858 242 748 195 409 48
Twin Falls 1,576 351 1,351 201 715 45
Washington 492 1,063 355 107 196 40
State totals 24,142 577 16,620 194

Source: U.S. Department of Commerce, Agricultural Census, 1987.
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Fig. 1. Proportion of share and cash leases in selected Idaho counties, 1987.

When all leases were combined, 68 percent were
share leases and about 32 percent were cash leases. The
share lease was most popular in 4 of the 7 counties
(Fig. 1).

The amount of rent to be paid by a tenant can be de-
termined by several methods. In this survey, 91 per-
cent of the tenants said their lease arrangements were
governed by traditional terms that had become estab-
lished in the area. Only 7 percent said they worked out
a budget before terms were established, and 2 percent
used some other method.

About 35 percent of the leases were renegotiated at
the end of each lease period while 65 percent were au-
tomatically renewable at the end of the lease period if
both parties were satisfied.

Crop-share lease arrangements varied regionally and
between crops. In some areas, the landowner commonly
received a smaller share of the more intensive crops
such as sugarbeets and potatoes and a larger share of
grain and hay enterprises. In other areas, the 50-50 share
lease was the most popular. In each case, the landowner
usually contributed to total production expenses in
proportion to the share received. Averages for all farms
in the survey are shown in Table 4.

The 97 cash leases paid an average of $80 per acre
(Table 5). Cash rents were higher on irrigated land

because the landowner usually paid water costs and the
land tended to be more productive.

Much has been published about the merits of written
leases. Even so, 49 percent of the leases were verbal
(Table 6). Only 22 percent of the leases had been
reviewed by an attorney before they were finalized.

Table 4. Number and percentage of crop-share leases in sev-
en selected counties, Idaho, 1987.

Share to Number Percent
landowner of leases of total
1/4 56 20
1/3 73 27
2/5 6 2
1/2 139 51
Other Y PR
Total 275 100

Table 5. Number of cash-rent leases and average payment per
acre, selected counties, Idaho, 1987.

Number of Average cash

County cash leases rent per acre
Bingham 12 $ 73
Canyon 25 104
Cassia 8 91
Latah 6 42
Minidoka 23 96
Twin Falls 14 89
Washington L9 64
Total 97 80




Table 6. Proportion of written and verbal leases, selected coun-
ties, Idaho, 1987.

County Written Verbal
(%)
Bingham 65 35
Canyon 38 62
Cassia 43 57
Latah 64 36
Minidoka 60 40
Twin Falls 46 54
Washington 55 45
Total 51 49

Table 7. Lease period preferred by tenants.

Lease period Number Percent
1 year, automatic renewal 175 56
1 year 74 2
2 years 11 4
3 years 31 10
5 years 60 19
10 years 20 6
Over 10 years i 8 3
Total 312 100

Table 8. Types of irrigation systems used by tenants.

Type Number of farms!? Percent of total
Flood 63 17
Furrow 185 o1
Hand lines 52 14
Wheel lines 31 8
Center pivot 10 -
Solid set 6 2
Lateral move 2 1
Other 14 _4

Total 363 100

1Some farms used more than one type of irrigation.

One problem with leasing is the lack of security in
tenure on the part of the tenant. A possible solution to
this problem is to increase the length of the lease peri-
od to 2 or more years. However, 56 percent of the leases
were for 1 year with automatic renewal, and another
2 percent were l-year leases with no provision for
renewal (Table 7). The other 42 percent were for 2 years
or longer.

A variety of irrigation systems was used on the farms
in the sample (Table 8). Flood and furrow irrigation
were most common but various forms of sprinkler ir-
rigation were also popular.

Bingham County

In Bingham County, 63 percent of all leases were cash
and 37 percent were crop-share. About 65 percent of
the leases were written and 25 percent had been
reviewed by an attorney. Half of the leased land had
been farmed for 3 or more years by the present tenant.
Half of the tenants viewed their current lease as excel-
lent, 35 percent as good and 15 percent as only fair.

Half of the leased cropland used surface water sup-
plied by a canal company or irrigation district at an aver-
age cost of $11.40 per acre, excluding pumping costs.
The other half used groundwater with an average lift
of 120 feet. Landowners generally paid all of the wa-
ter assessment costs. In situations where water was
pumped from wells, either the landowner or the tenant
paid the pumping costs and the tenant paid for irriga-
tion labor and basic maintenance and repairs toward
the irrigation system.

In this county, 44 percent of the crop-share leases
were one-third/two-thirds, 33 percent were one-
fourth/three-fourths, and 23 percent were fifty/fifty.
Lease terms usually depended on crop, with one-
fourth/three-fourths leases most common for row crops,
one-third/two-thirds leases for small grains and fifty/fif-
ty leases for hay crops. In general, for a crop-share
lease, the landowner paid a portion of the production
expenses in addition to paying property taxes and in-
surance. For example, in a one-third/two-thirds lease,
the landowner paid one-third of the fertilizer, herbicide,
insecticide and fumigant costs; in a fifty/fifty lease, the
owner contributed one-half of the seed, fertilizer, her-
bicide and harvesting costs.

According to survey respondents, ownership of rented
land had not changed significantly, and the number of
production inputs, the number of shared inputs and the
division of crop shares had not changed in the past 5
years.

Cash-rent leases averaged $73 per acre and ranged
from $51 to $100 per acre in 51- to 75-acre parcels.
Wheat, barley and potatoes were the main crops in a
cash-rent lease. Cash-rent was generally paid in two
installments with a portion of the payment in April or
May and the remainder in December.

Approximately 53 percent of the tenants in Bingham
County participated in government programs. Programs
affecting the negotiations of a lease were ASCS base
acres on the rented land, associated diverted acres and
deficiency payments. Six percent of the tenants in the
sample did lose some rented land because of placement
in the Conservation Reserve Program (CRP). Landown-
ers usually shared government benefits in proportion
to their crop-share leases. Landowners did not usually
receive government benefits in their cash-rent lease.

Canyon County

The average tenant farm in Canyon County had 318
total acres, 273 cropland acres and total leases of 246
acres. Tenants had an average of 2 leases, with a range
of 1 to 7 leases. Leases were evenly divided between
crop-share and cash-rent.



Approximately 38 percent of the leases were writ-
ten, and 14 percent had been reviewed or written by
the tenant’s attorney. About 51 percent of the leased
land had been farmed for 6 years or more by the pres-
ent tenant. The average lease agreement was for 4 years,
and 53 percent of the leases were renewed automati-
cally at the end of the lease period. Approximately 62
percent of the tenants preferred a 1-year lease that could
be renewed automatically, even though many had other
lease types. Another 13 percent preferred a 5-year lease
and 10 percent preferred a 3-year lease.

Tenants said their crop-share or cash-rent payments
were determined predominantly by common practice
or traditional lease rates. Most were satisfied with lease
terms: 47 percent viewed their current lease as good,
28 percent as excellent, 21 percent as fair, only 4 per-
cent as poor.

Most irrigation in Canyon County is flood and fur-
row. Landowners generally owned the irrigation sys-
tem and pumps while the tenants owned the siphon tubes
and sprinkler pipes. On the leased cropland, 88 per-
cent used surface water supplied by a canal company
or irrigation district at an average cost of $21.25 per
acre, excluding pumping costs. The other 12 percent
used groundwater with an average lift of 119 feet. Land-
owners generally contributed 100 percent of the water
assessment costs, maintaining drainage ditches and
drainage tile.

Of the crop-share leases, 82 percent were fifty/fifty,
11 percent were one-fourth/three-fourths and 7 percent
were one-third/two-thirds. The fifty/fifty leases were
used for all types of crops. Some one-fourth/three-fourth
leases were used for row crops and the one-third/two-
thirds leases were for small grains and hay. In a crop-
share lease, the landowner generally paid 100 percent
of the real estate insurance, property taxes, building
repair costs and some portion of the production ex-
penses. In a fifty/fifty lease, for example, the landowner
contributed 50 percent of the seed, fertilizer, fertilizer
application and labor, herbicides, herbicide application
and labor, insecticides, insecticide application and la-
bor, fumigants and harvesting costs including labor.

Crop-share lease respondents reported no obvious
changes in ownership of rented land, in number of
production inputs, number of shared inputs and the di-
vision of crop shares over the past 5 years.

Cash-rent leases averaged $104 per acre. Most cash
leases ranged from $51 to over $100 per acre in less
than 25-acre parcels for small grains, hay and field corn.
Rents on potatoes, sugarbeets, onions and alfalfa seed
ranged from $100 to $175 per acre in less than 25-acre

parcels. Cash-rent was generally paid in two install-
ments, with a portion of the payment in April or May
and the remainder in October, November or December.
Approximately 51 percent of the tenants in Canyon
County participated in government programs. Lease
terms were affected by ASCS base acres of the rented
land, deficiency and diversion programs and the
Payment-in-Kind program (PIK). None of the tenants
in the sample lost any rented land to the CRP program.
Landowners usually shared government benefits in
proportion to their crop-share leases but did not usual-
ly receive government benefits in a cash-rent lease.

Cassia County

The average tenant farm in Cassia County had 442
total acres, 425 cropland acres and 312 acres under
lease. Tenants had an average of 3 leases with a range
of 1 to 9 leases per tenant. In this county, 57 percent
of the leases were crop-share and 43 percent were cash-
rent. Approximately 43 percent were written leases, and
14 percent had been reviewed or written by an attor-
ney. Over half of the leased land had been farmed by
the present tenant for 5 years or more. The average lease
agreement was for 2 years, and most leases were
renegotiated at the end of the lease period. Approxi-
mately 53 percent of the tenants preferred a 1-year lease
that could be renewed automatically if neither party ob-
jected; 14 percent preferred 3-year leases, 10 percent
preferred 2-year and 10 percent preferred 5-year.

Terms of most leases were based on common prac-
tice or traditional lease rates. Current leases were con-
sidered excellent by 62 percent of the tenants, good by
38 percent.

Irrigation in Cassia County is a mixture of flood, fur-
row, handlines, wheel line and center pivot systems.
Landowners generally owned the irrigation distribution
system and pumps while the tenants owned the siphon
tubes. No standard ownership pattern could be deter-
mined for sprinkler systems. About 80 percent of the
leased cropland used surface water supplied by a canal
company or irrigation district at an average cost of
$23.81 per acre, excluding pumping costs. The other
20 percent used groundwater with an average lift of 216
feet. Landowners generally contributed 100 percent of
the district water assessment costs.

Thirty-eight percent of the crop-share leases were
one-third/two-thirds, which were used primarily for
small grains, peas and beans. Another 38 percent were
one-fourth/three-fourths, used mainly for row crops,
and 24 percent were fifty/fifty leases for hay crops. In
general, for a crop-share lease, the landowner contribut-
ed 100 percent of the property taxes, insurance on real



estate, building repairs and some of the production costs.
The landowner contributed one-third of the fertilizer
in a one-third/two-thirds lease and one-half of the fer-
tilizer, herbicides and harvesting costs in a fifty/fifty
lease.

The crop-share lease respondents reported no appar-
ent changes in ownership of rented land and indicated
the number of production inputs, the number of shared
inputs and the division of crop shares had not changed
in the past 5 years.

Cash-rent leases averaged $91 per acre, with most
ranging from $25 to $100 per acre in 25- to 50-acre
parcels. The lower rates were paid on dryland crops.
Rent was much higher than $100 per acre if the land-
owner supplied water from a deep well. Wheat, bar-
ley, potatoes, sugarbeets, hay and dry edible beans were
the main crops in a cash-rent lease. Cash-rent payments
were generally made in April and October.

Approximately 48 percent of the tenants in Cassia
County participated in government programs. Programs
affecting the negotiations of a lease were ASCS base
acres of the rented land, CCC loan rates, deficiency
and diversion programs and the PIK program. None
of the tenants in the sample lost any rented land to CRP.
Landowners usually shared government benefits in
proportion to their crop-share leases, and landowners
usually did not receive government benefits in a cash-
rent lease.

Latah County

The average tenant farm in Latah County had 1,305
total acres, 1,114 cropland acres and total leased acre-
age of 961 acres. Tenants held an average of 3 leases
each, with a range of 1 to 11 leases. In this county,
85 percent of the leases were crop-share and 15 per-
cent cash-rent. Approximately 64 percent of the leases
were written, and 46 percent of these had been reviewed
or written by an attorney. While the average lease agree-
ment was for 4 years, 51 percent of the leased land had
been farmed for 7 years or more by the present tenant.
Approximately 52 percent of the leases were renewed
automatically and 48 percent were renegotiated at the
end of the lease period. About 40 percent of the tenants
preferred a 5-year lease, 25 percent preferred a 10-year
lease and 23 percent preferred a 1-year lease that could
be renewed automatically.

Common practice or traditional lease rates
predominantly determined crop-share or cash-rent
terms. About 49 percent of the tenants viewed their cur-
rent lease as excellent, 45 percent as good and 6 per-
cent as fair.

Among crop-share leases, 62 percent were one-
third/two-thirds leases, primarily for small grains; 32

percent were one-fourth/three-fourths leases, mainly for
peas and lentils, 2 percent were two-fifths/three-fifths
shares and 4 percent were fifty/fifty. In general for crop-
share leases, the landowner contributed 100 percent of
the real estate taxes, building maintenance and real es-
tate insurance and a share of the operating costs.

Cash-rent leases averaged $42 per acre. Very few
leases were for more than $50 per acre. Rent payments
were generally made in one transaction in October.

Approximately 96 percent of the tenants in Latah
County participated in government programs. None in-
dicated that government programs affected the negoti-
ations of a lease, but 19 percent reported they had lost
rented land to CRP. Of this group, 38 percent were
compensated for the loss by receiving a portion of the
CRP payment for maintenance. Landowners usually
shared other government benefits in proportion to their
crop-share leases. They did not usually receive govern-
ment benefits in a cash-rent lease.

Minidoka County

The average tenant farm in Minidoka County had 289
total acres, 257 cropland acres and total leases of 181
acres. Tenants held 3 leases each on average, with a
range of 1 to 7 leases. Lease types were about equal:
52 percent crop-share and 48 percent cash-rent. Ap-
proximately 60 percent were written leases, and 23 per-
cent of those had been reviewed or written by an
attorney. Over half of the leased land had been farmed
by the present tenant for 6 years or more. The average
lease agreement was for 2 years, and most leases were
renewed automatically at the end of the lease period.
Approximately 58 percent of the tenants said they pre-
ferred a 1-year lease that could be renewed automati-
cally, if neither party objected.

Common practice or traditional lease rates determined
most crop-share or cash-rent terms in this area. Cur-
rent leases were considered good by 60 percent of the
tenants, excellent by 38 percent.

The majority of the irrigation in Minidoka County
is flood, furrow and sprinkler systems. Landowners
generally owned the irrigation system and pumps while
the tenants owned the siphon tubes.

Tenants on 78 percent of the leased cropland used
surface water supplied by a canal company or irriga-
tion district at an average cost of $21.25 per acre, ex-
cluding pumping costs. Those leasing the other 22
percent used groundwater with an average lift of 228
feet. Landowners generally contributed 100 percent of
the water assessment costs. Where water was pumped
from wells, the landowner sometimes paid the pump-
ing costs and the tenant paid for irrigation labor and
basic maintenance and repairs toward the irrigation sys-



tem. Rental rates tended to be higher if the landowner
paid to pump water from a well.

Tenants reported that 39 percent of the crop-share
leases were one-third/two-thirds, used primarily for
small grains, peas and beans. Another 35 percent were
one-fourth/three-fourths, most commonly used for row
crops; 24 percent were fifty/fifty, for hay crops, and
2 percent were two-fifths/three-fifths. Generally in a
crop-share lease, the landowner contributed 100 per-
cent of the real estate insurance, property taxes and a
share of the fertilizer and chemical costs in proportion
to his/her share of the returns.

The crop-share lease respondents reported no obvi-
ous changes in ownership of rented land and no changes
in number of production inputs, number of shared in-
puts and division of crop shares in the past 5 years.

Cash-rent leases averaged $96 per acre, with most
in a range of $51 to $100 per acre in 75- to 150-acre
parcels. Rent was generally paid in two installments
with the first in March or April and the remainder in
November or December.

During the past 5 years, cash-rent leased land had
not changed ownership nor had there been a tendency
to switch from a cash-rent to a crop-share lease. How-
ever, 32 percent of the cash lease payments had declined
in response to reduced farm incomes.

Approximately 55 percent of the tenants in Minido-
ka County participated in government programs.
Tenants indicated lease negotiations were affected by
ASCS base acres of the rented land, deficiency and
diversion programs and the PIK program. None of the
tenants in the sample had lost rented land to CRP. Land-
owners usually shared government benefits in propor-
tion to their crop-share leases, and they did not usually
receive government benefits in a cash-rent lease.

Twin Falls County

The average tenant farm in Twin Falls County had
490 total acres, 444 cropland acres and total leases of
399 acres. Tenants held an average 3 leases each, with
a range of 1 to 7 leases, and most (86 percent) of the
leases were crop-share. Approximately 46 percent of
all leases were written and 14 percent of those had been
reviewed or written by an attorney. Present tenants had
farmed 49 percent of the leased land for 5 years or more.
The average lease agreement was.for 2 years, and most
were renewed automatically at the end of the lease peri-
od. Approximately 71 percentof the tenants said they
preferred a 1-year lease that could be renewed auto-
matically, if neither party objected. Another 12 per-
cent preferred a 5-year lease, and 10 percent of the
tenants preferred 3-year terms.
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Crop-share and cash-rent terms were determined
primarily by common practice or tradition. About 43
percent of the tenants viewed their current lease arrange-
ment as excellent, 43 percent as good and 13 percent
as fair.

The majority of the irrigation in Twin Falls County
is flood or furrow. Landowners generally owned the
irrigation system and pumps while the tenants owned
the siphon tubes.

In this survey, 89 percent of the leased cropland was
irrigated with surface water supplied by a canal com-
pany or irrigation district at an average cost of $12.35
per acre, excluding pumping costs. Another 8 percent
of the leased land was irrigated with groundwater with
an average lift of 185 feet. The lift was much higher
and pumping more expensive in a limited area of the
county. Landowners generally paid all of the water as-
sessment costs, and 39 percent of the landowners con-
tributed all of the maintenance costs of drainage tile and
farm ponds. Where groundwater was used, the lease
agreement determined whether the landowner or the ten-
ant paid the pumping costs, basic maintenance and
repairs of the irrigation system.

The Twin Falls tenants reported 88 percent of the
crop-share leases were fifty/fifty. These leases were
used for all types of crops. The remainder were divid-
ed equally among one-third/two-thirds leases, used for
a few small grains; one-fourth/three-fourths leases, used
for some row crops, and two-fifths/three-fifths leases,
used for some peas and beans.

The landowner generally paid 100 percent of the
property insurance, property taxes, building repairs and
a portion of operating expenses in crop-share leases.
In one-fourth/three-fourths and one-third/two-thirds
leases, the landowner contributed fertilizer, herbicides
and insecticides in proportion to his/her share of the
returns. In two-fifths/three-fifths and fifty/fifty leases,
the landowner shared those costs and also contributed
to fertilizer, herbicide and insecticide application, fu-
migation and harvesting costs in proportion to his/her
share of the returns.

The crop-share lease respondents reported no changes
in ownership of rented land, number of production in-
puts, number of shared inputs and the division of crop
shares in the lease in the past 5 years.

Cash-rent leases averaged $89 per acre, ranging from
$51 to $100 per acre in less than 50-acre parcels. Rent
was generally paid in two installments with one por-
tion in April and the remainder in November.

During the past 5 years, cash-rent leased land had
not changed ownership and the amount of cash-rent had
not changed nor had there been a tendency to switch
from a cash-rent to a crop-share lease.



Approximately 48 percent of the tenants in Twin Falls
County participated in government programs. Programs
affecting the negotiations of a lease were ASCS base
acres of the rented land, deficiency payments and diver-
sion of acres. Six percent of the tenants in the sample
had lost rented land to CRP. All tenants that lost land
to CRP were compensated in some way, though the
tenants did not share information about the compensa-
tion arrangements. Landowners usually shared govern-
ment benefits in proportion to their crop-share leases
and usually did not receive government benefits in a
cash-rent lease.

Washington County

The average tenant farm in Washington County had
410 total acres, 249 cropland acres and total leased acre-
age of 158 acres. Tenants held an average of 2 leases
each, with a range of 1 to 5 leases. Most (53 percent)
of the leases were crop-share; 47 percent were cash-
rent. Approximately 55 percent of the leases were writ-
ten, and 35 percent of those had been reviewed or writ-
ten by an attorney. Approximately 55 percent of the
leased land had been farmed for 4 years or more by
the present tenant. The average lease agreement was
for 2 years, and most were automatically renewable at
the end of the lease period. Approximately 72 percent
of the tenants preferred a 1-year lease that could be re-
newed automatically, if neither party objected, and 22
percent preferred a 5-year lease.

Common practice or traditional lease rates
predominantly determined crop-share or cash-rent
terms. All respondents indicated their lease terms were
fair, with 55 percent viewing their current lease as ex-
cellent, 45 percent, good.

Most irrigation in Washington County is flood and
furrow. Landowners generally owned the irrigation sys-
tem and pumps while the tenants in this survey owned
the siphon tubes. Tenants farming 94 percent of the
leased cropland used surface water supplied by a canal
company or irrigation district at an average cost of
$10.57 per acre, excluding pumping costs. Those on

on the other 6 percent used groundwater for irrigation.
Landowners generally paid 100 percent of the water
assessment costs, and some paid the cost of pumping
from a well.

In this county, 51 percent of the crop-share leases
were fifty/fifty. These leases were used for small grain
and hay crops. Another 26 percent were one-third/two-
thirds, used for a combination of crops; 21 percent were
one-fourth/three-fourths, used for row crops, peas and
beans, and 2 percent were two-fifths/three-fifths. The
landowner generally paid 100 percent of property tax-
es, building repairs and insurance on real estate, and
contributed to fertilizer costs in proportion to his/her
share of the returns. In a few onion leases, the land-
owner contributed one-fifth of the fertilizer and fumi-
gation costs and received one-fifth of the onion crop.

The crop-share lease respondents reported no appar-
ent changes in ownership of rented land, number of
production inputs, number of shared inputs and the di-
vision of crop shares in the past 5 years.

Cash-rent leases averaged $64 per acre and ranged
from $25 to $100 per acre in parcels less than 25 acres.
Cash-rents were generally paid in two installments with
one portion in March or April and the remainder in
October.

During the past 5 years, cash-rent leased land had
not changed ownership, the amount of cash-rent had
not changed and no tendency to switch from cash-rent
to a crop-share leases was reported, although 32 per-
cent of the cash lease payments had declined in response
to reduced farm incomes.

Approximately 53 percent of the tenants in Washing-
ton County participated in government programs. Pro-
grams affecting the negotiations of a lease were ASCS
base acres of the rented land and deficiency payment
programs. Ten percent of the tenants in the sample lost
rented land to CRP. Landowners usually shared govern-
ment benefits in proportion to their crop-share leases
but usually did not receive government benefits in a
cash-rent lease.

Equity in a Farm Lease

The most perplexing question in farm leasing is the
fair and equitable amount of rent to charge. An equi-
table lease is one that compensates the tenant and the
landowner in the same proportion as each contributes
to the resources of the farming business. Lease terms
are often strongly influenced by customary lease ar-
rangements for the surrounding area. These provisions
are slow to change and may not reflect current economic
conditions [1]. Because farms vary greatly in produc-
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tivity, a fair lease agreement is more likely to result
from an honest evaluation of what each party contrib-
utes to the total farm business. Changes in production
costs, machinery prices, land values and other condi-
tions may disrupt lease equitability. One way of resolv-
ing this potential problem is for the tenant and
landowner periodically to determine their respective
contributions and adjust the lease agreement ac-
cordingly.



An enterprise budget is a helpful tool for determin-
ing lease equity. It includes all the costs and returns
associated with producing one enterprise. For exam-
ple, wheat is calculated on a per acre or per bushel ba-
sis, cattle and hogs on a per pound or per head basis
and potatoes on a per acre, per cwt or per ton basis.
Together a tenant and landowner should complete en-
terprise budgets to estimate costs and decide what each
will contribute. An example modified enterprise bud-
get and a complete analysis for a crop-share and cash-
rent lease are shown in Tables 9 and 10, respectively.

Most inputs that make up an equitable lease are easy
to calculate. They are paid by either party and are eas-
ily identified. Land, fixed costs on machinery, manage-

ment and labor are more difficult to estimate. Land
values fluctuate and machinery depreciates in value over
a period of time. Management and labor vary by type
and quality. The following sections suggest some
methods for calculating land, machinery, management
and labor.

Land Valuation

Each landowner has an individual conception of prop-
erty value. This may include sentimental values rather
than reflecting true market value. A tenant rents only
the productive value of land and only this value should
be used to estimate the land contribution of the owner.
Increases in the value of land do not benefit tenants.

Table 9. An enterprise budget of a $100 per acre cash-rent alfalfa hay lease, southwestern Idaho, 1987.

Crop production budget (per acre) Tenant Landowner
Crop item Quantity Unit Price Amount $ share $ share
Returns Alfalfa (4 cuttings) 5.00 ton $ 60.00 $300.00 $300.00 $ 0.00
Cash-rent payment 1 acre 100.00 100.00 0.00 100.00
Variable costs Water assessment 1 acre 23.20 23.20 0.00 23.20
Interest:
Operating 8 months 13.00% 2.77 0.00 2.77
Custom work:
Stacking 100 bale 0.25 25.00 25.00 0.00
Labor 11.01 hour 5.00 55.05 55.05 0.00
Management 1 acre 31.00 21.00 10.00
TOTAL VARIABLE COSTS $137.02 $101.05 $ 35.97
Fixed costs Machinery and equipment $77.22 $ 77.22 $ 0.00
Property taxes 8.76 0.00 8.76
Land (productive value) 8.0% $495.00 39.60 0.00 39.60
Irrigation ditch maintenance 1 acre 4.50 4.50 0.00 4.50
Rent payment 1 acre 100.00 100.00 100.00 0.00
TOTAL FIXED COSTS $230.08 $177.22 $ 52.86
TOTAL COSTS $367.10 $278.27 $ 88.83
NET PROJECTED RETURNS $ 32.90 $ 21.73 $ 1117
Table 10. A lentil enterprise budget for a one-fourth/three fourths crop-share lease, northern Idaho, 1990.
Price or Quantity Value Tenant Landlord
Unit cost/unit per acre per acre share share
Gross receipts
Lentils cwt. $15.00 $14.00 $210.00 $157.50 $52.50
Variable costs
Seed cwt. $20.00 $ 0.75 $ 15.00 $ 11.25 $ 3.75
Fargo qt. 9.50 1.25 11.88 8.91 2.97
Machinery acre 23.51 1.00 23.51 23.51 0.00
Tractors acre 5.45 1.00 5.45 5.45 0.00
Labor (machine) hour 5.75 2.03 11.67 11.67 0.00
Interest (op. cap.) $ 0.13 16.12 2.10 2.10 0.00
Total variable costs $ 69.60 $ 62.89 $ 6.72
Fixed costs
Machinery acre $40.79 $ 1.00 $ 40.79 $ 40.79 $ 0.00
Tractors acre 27.07 1.00 27.07 27.07 0.00
Land (productive value) 0.08 400.00 32.00 0.00 32.00
Real estate tax 0.02 400.00 6.00 0.00 6.00
Total fixed costs $105.86 $ 67.86 $38.00
Total cost $175.46 $130.75 $44.72
Percent of cost contributed by each 0.75 0.25

Source: Smathers, Robert. 1990-91 Northern Idaho Crop Enterprise Budgets, District |, Lentils. Dept. of Ag Econ and Rural Sociology, University

of Idaho, Moscow.
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Productive value rather than market value is used by
Idaho to evaluate farm land for tax purposes. This is
the value of land based on its productivity in terms of
net income capability. The productive value established
by the tax assessor then is a good estimate of the land-
owner’s contribution of land. This productive value,
multiplied by the interest rate on saving certificates or
a similar safe rate, could be used to estimate the land-
owner’s annual land contribution. For example, land
with a productive value of $1,000 would have a con-
tributed value of $80 per year when the interest rate
is 8 percent. In this case, the landowner contribution
per year for land would be $80 an acre.

Machinery Valuation

Machinery is usually provided by the tenant. An es-
timated machinery and equipment value is needed to
evaluate the contribution made by the provider. This
is a problem similar to that of land contribution. A satis-
factory value that can be agreed upon by both parties
is needed. The current market value of each machine
should be estimated. Then the machinery value is mul-
tiplied by the interest rate agreed upon.

Machinery market values may be decided by the land-
owner and tenant based on their experience and knowl-
edge of local machinery sales, by using ‘‘as is’’
estimates of machinery dealers associations or the lo-
cal county assessor, or by using estimates from the land-
grant universities [8]. Custom rates minus labor and
management values may also give an estimate of ma-
chinery value per year. Published custom rates can be
obtained from local extension offices [10].

Management Valuation

Management can be valued as a percent of landown-
er gross income. Five percent of the landowner’s gross
rent is a standard figure used to estimate the manage-
ment contribution. This can vary depending on circum-
stances and the landowner’s participation in the
business, however. The tenant’s management can be
estimated in the same manner.

Labor Valuation

Both parties should be compensated for their labor
performed on the leased property. This labor is usual-
ly valued at the amount required to hire a qualified per-
son in the local area. This value does not include a fee
for management.

Equity in Fixed-Cash Rent Leases

As in any lease, equity is dividing the returns in the
same proportions as contributions to production were
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made. Table 9 shows an equitable division for a cash-
rent lease for alfalfa hay where the rent is $100 an acre.

Based on the gross returns less a share of both fixed
and variable costs, the tenant has a net projected re-
turn of $21.73 per acre. This residual is a return to risk.
Alternatively, the landowner receives $100 per acre for
the cash-rent payment and has expenses and costs of
$88.83, for a net projected return to risk of $11.17 per
acre. These net projected returns are before income tax-
es. In cases where contributions are not in proportion
to returns, tenants and landowners need to either ad-
just each party’s contribution or change the rental rate.

Equity in Crop-Share Leases

Table 10 is an example of an equitable one-
fourth/three-fourths crop-share lease for lentils. The

Table 11. Format for estimating landowner and tenant contri-
bution for a cropland lease.

Item of cost Whole farm Tenant share Landowner share

Variable costs

Fertilizer

Chemicals

Fuel

Repairs

Labor

Water

Custom work

Interest

Other

Total variable
costs

Fixed costs
Depreciation

Taxes

Interest

Insurance

Land

Other

Total fixed
costs

Management
allocation

Total cost

Percent 100% % %

Returns from the property are shared in the same proportion as the
costs.




tenant contributed $130.75 of the total $175.46 of cost,
or 75 percent of the total, and the landowner contributed
25 percent. In this case, the costs and returns are about
equal. but the landlord is earning a return on land in-
vestment and the tenant is being compensated for la-
bor, machinery and a share of variable inputs. Net
projected returns are before income taxes. In cases
where contributions are not in proportion to shares
received, tenants and landowners need to adjust the lease
terms to establish equitability.

After all enterprises that will be included on the farm
have been evaluated, a farm plan and rotation can be
established. Rental rates can be established for each crop
or for the entire farm. Rental rates for a crop can be
established directly from the enterprise budget. If the
rental rate for the whole farm is desired, a worksheet
that includes all of the variable and fixed costs can be
constructed. This would resemble a farm income state-
ment with columns to include the contributions of each
party as in Table 11. Gross income would then be divid-
ed in proportion to the contribution of each party.

Risk Associated with Lease Arrangements

Today’s farmers face greater financial risks than in
the past because of the increased size of their opera-
tions, greater use of purchased inputs, concerns about
the environment, greater financial needs and increased
dependence upon world markets. Therefore, in select-
ing rental arrangements, the amount of risk born by both
the tenant and landowner must be recognized.

During periods of relatively stable yield, price and
costs, tenants willing and able to assume greater risks
will seek the greater profit potential of a cash-rent lease,
and some landowners may consider custom farming.
During years when commodity prices are high relative
to production costs, many landowners prefer a crop-
share lease. During periods of great variation in price,
yield or costs, tenants may opt for a crop-share lease
to reduce risk and improve chances of a stable income.
The type of lease agreed upon will be determined by
cost and return information available combined with
the relative bargaining power of the landowner and the
tenant.

In fixed-cash leases, tenants bear most of the risk of
agricultural production much as they would if they
owned the land themselves. Under a crop-share lease,
however, landowners assume part of the risk. They are
paid a share (or percentage) of the physical product and
thus they are exposed to the same yield and price vari-
ation as tenants. Flexible cash-rent also shares the risk
involved in producing a crop, but to a lesser degree than
the crop-share lease. Management participation by land-
owners is minimal under a cash or flexible cash lease,
but more involved under a crop-share lease where the
landowner’s return is influenced by the quality of
management. Because of these differences in risk shar-
ing and management participation, the landowner’s in-
come tends to be lower from a cash and flexible cash
lease than it would be from a crop-share on a similar
piece of property when yields and prices are normal
or better. If yields or prices are below normal, the cash-
rent lease rewards the landowner better than the tenant.

Legal Aspects of a Lease

Both tenant and landowner accept liabilities and ob-
ligations associated with a lease. Using good judgment
and following a few basic guidelines can minimize the
problems associated with leasing arrangements. A lease
should be written and should spell out in detail the duties
and obligations of all parties involved in the lease. Each
party should have the lease reviewed by an attorney so
that each is legally protected if problems develop. Be-
cause an attorney represents only one party, both the
landlord and the tenant should have an attorney. The
Idaho survey revealed that only 22 percent of the leases
were reviewed or written by an attorney.

Legal information in this article is not specific to any
situation and is presented only to make people in agricul-
ture aware of legal consequences in agricultural leas-
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ing. Some guidelines are suggested for consideration
before a farm lease is negotiated.

Written Leases

Whether a written lease is legally required depends
on its nature, its duration and the laws of the state. Farm
leases generally run either for a fixed term or from year
to year. A lease for a fixed term of longer than one year
must be written and signed by both parties to be legal-
ly valid. A lease for a fixed term of one year or less,
to commence immediately, need not be in writing to
be valid. Lease laws vary, however, so a safe practice
would be to write out a lease regardless of the time co-
vered or the date when it will commence [9]. Only 51
percent of the leases in the Idaho survey were in writing.



A tenancy from year to year has no set duration but
continues unless the tenant or the landowner gives timely
notice of termination. In some states, 6 months is re-
quired. This gives the tenant or the landowner ample
notice to plan ahead. A lease for such a tenancy need
not be written to be binding. However, a written lease
gives the tenant assurance that, in case of the death of
a landowner or sale of the property, the tenant has a
contract to rent the land continuously until the termi-
nation date of the lease. A written lease is desirable for
the following reasons:

1. Memory of either party about the terms of the lease
is subject to lapse and distortion.

2. Honest differences about what was intended are less
likely if the terms of the arrangement are written out.

3. Various legal complications not likely to be antici-
pated by the parties can arise if the lease is not
written.

4. Written agreements encourage both parties to think
through and understand details in the lease.

5. A well-written lease agreement identifies all the par-
ties involved in the lease.

6. Settlements on the amount or share, details of how
and when rent payments are to be made and where
delivered and how shares are verified can be
specified.

7. A well-written lease specifies what records need to
be kept and how disagreements will be resolved.

8. A well-written lease specifies the conditions under
which the lease may be terminated, and spells out
details about the possibility and process of renew-
ing or renegotiating the lease.

Whether renting to individuals, corporations or part-
nerships, each individual involved in the tenancy should
sign the lease agreement. A lease on land owned as com-
munity property should be signed and acknowledged
by both spouses. Proper signatures will ensure identi-
ty of the parties to the lease. A properly signed lease
also provides a record for survivors in the event of the
death of either the tenant or landowner.

Recording a Lease

A written lease may be recorded in the county record-
er’s office if the landowner’s signature has been ac-
knowledged before a notary public or another
appropriate official. Having.a lease recorded benefits
the tenant and landowner in acknowledging that a lease
exists and shows that a share of the crop or any produc-
tion that the landowner has coming from a tenant will
be recognized by the business community. The tenant
and landowner may be concerned that once the lease
is recorded, its terms are a matter of public record and
open to inspection by anyone. A possible solution would
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be to record an affidavit that states that a lease has been
executed by certain persons, describes the land subject
to the lease and gives the duration of the lease but omits
any sensitive information contained in the lease. This
approach is likely to function about as well as record-

ing the lease itself. In practice, very few leases are
recorded [9].

Partnerships or Joint Ventures

Certain share arrangements may give the appearance
of creating a partnership or joint venture relationship.
The Uniform Partnership Act, adopted in 48 states, de-
fines a partnership as ‘‘an association of two or more
persons to carry on as co-owners of a business for prof-
it.”” A joint venture, in contrast, has been defined as
‘‘an association of two or more persons to carry out
a single business enterprise for profit, or a common un-
derstanding, under which two or more combine their
property, money, effort, skill or knowledge’’[2].

Legal problems can arise when the intent of the par-
ties is not clearly expressed, because a court may in-
terpret the relationship to be a partnership when the
parties intended the relationship to be a tenant-
landowner arrangement. The importance lies in the fact
that when a partnership exists, all partners are individu-
ally liable for all debts and obligations of the partner-
ship. Generally, a landowner does not wish to assume
the obligations of the tenant that arise from operation
of the farming business. Therefore, it is important that
a tenant-landowner relationship not be considered a part-
nership [6].

Distinguishing a partnership from a tenant-landowner
relationship is sometimes difficult, particularly if the
business operation is a family enterprise. The strongest
determining factors in distinguishing a tenant-landowner
relationship from a partnership are the intent of the par-
ties and the amount of control of the business that is
involved. For this reason, clauses are normally includ-
ed in a written lease excluding the possibility of a part-
nership. These are not entirely effective, but at least they
serve as an expression of the intent of the parties [6].

Rights and Obligations
Between Tenants and Landowners

In general, all rights and duties between tenant and
landowner, not otherwise specified by statute or con-
stitutional provision, should be defined by lease agree-
ment. Sometimes, however, parties fail to specify
clearly the exact nature of these rights and duties. In
such cases, courts rely on rules of construction. Courts
emphasize intent, evidenced by the instrument as a
whole, in instances where ambiguity exists. In the ab-
sence of a clear statement of intent in a lease, state courts



have relied on a variety of factors, including the ordi-
nary interpretation of the ambiguous language, cus-
tomary business practices and historical pattern of
behavior between contracting parties. In most instances
where these factors are inconclusive, an ambiguous
lease is interpreted against the maker of the lease.

The essence of a lease is that the landowner trans-
fers possession of the land to the tenant for a period
of time in exchange for rent. Rent may be a cash pay-
ment or a share of the crop, or both. The tenant is en-
titled to exclusive use and possession of the real estate.
The tenant may sue other parties, including the land-
owner, unless stated otherwise in the lease, for trespass-
ing on the premises. The crops, until divided, belong
to the tenant exclusively, even if the landowner is to
receive a part of the crops as rent. As the operator of
the real estate, the tenant is potentially liable in negli-
gence cases for the injury of invitees or licensees who
come onto the property if injuries result from the poor
upkeep of the premises [6].

Much more could be written concerning the rights
and obligations of tenants and landowners. However,
the purpose of this publication is to cover only a few
common problem areas. It is the job of an attorney to
point out the details.

Guidelines for Preparing a Lease

The ability of a farm lease to satisfy the needs of both
parties depends on the manner in which the lease type
and lease terms are chosen. It also depends upon the
ability of the property to produce a return over total
costs that can be divided between the tenant and
landowner.

The most appropriate lease type for any particular
property will be determined by the experience, manage-
ment skills, capital position, personal motivation and
bargaining position of each party. When trying to de-
termine what type of lease would best fit the property
and the parties involved, both parties need to decide
the degree to which they want to: (1) share in the in-
come from the enterprises that make up the farm busi-
ness; (2) provide improvements and non-real estate
capital; (3) make decisions concerning the organization
and operation of the farm business, and (4) participate
in the risks and uncertainties associated with the year-
to-year variations in yield and price [4].

The type of lease chosen may have important tax im-
plications for the landowner. Under crop-share leases,
the Social Security Administration generally assumes
that the landowner ‘‘participates materially’’ in the
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management of the farm. Material participation means
that the crop-share rent is regarded as earned income.
As of 1989, if a retired landowner is under 65 years
of age and receives more than $6,480 in earned income
or over 65 with more than $8,880 in earned income,
he or she is subject to excessive business income, ac-
cording to the Social Security Administration. In both
instances, the excessive income may jeopardize the land-
owner’s Social Security benefits. In flexible-cash leases,
jeopardizing Social Security benefits may depend on
the amount of material participation of the landowner.
Rental income from cash leasing is generally consid-
ered investment income, which does not influence So-
cial Security benefits.

Standard lease forms may be available at stationery
stores, farm financial institutions or the U.S. Depart-
ment of Agriculture. Standard forms are helpful as
guidelines but are likely to need modification for a
specific situation. If the tenant and landowner decide
to write their own document, the following checklist
may be helpful. Written leases should include:

1. Name and address of the tenant and landowner.
Description of the real estate to be leased.
Dates the lease will begin and terminate.
Number of years the lease will be in effect.
Options to renew or provisions for automatic
renewal of the lease unless notice is given to can-
cel it.

6. Lease cancellation procedures, including the ad-

vance notice required before the lease expires.

7. Lease rates, share and/or cash-rent.

8. When and where the cash-rent payment is to be
paid or the landowner’s share of production is to
be delivered.

9. Expenses to be paid by each party.

10. Farming practices to be followed by the tenant.
11. Provisions for compensating the tenant for unused
real estate improvements made by the tenant.
Landowner’s lien, right of entry and liabilities [1].
Settlement in case of death.

14. Arbitration of disagreements.

15. Procedure for revising the agreement.

Consultation with an attorney is the best insurance
against a poorly drawn lease which may later turn out
to be ill-fitted or inadequate for the transaction. If a pro-
posed form is not fully suited for the situation, an at-

torney can suggest appropriate changes or a substitute
agreement [9].
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Summary

Farmers face greater financial risks today because of
the increased size of their operations, greater use of pur-
chased inputs, associated financial needs, environmental
concerns and increased dependence upon world mar-
kets. Rental arrangements are also affected by these fac-
tors relative to the amount of risk assumed by the tenant
and landowner.

Cash-rent lease agreements allocate higher risks for
tenants and generally result in lower incomes to the land-
owner. Tenants typically have more managerial free-
dom with cash leases. Landowners seeking management
participation, or a chance of higher incomes when prices
or yields increase, prefer a crop-share lease.

Lease equity is of great importance. Both parties of-
ten assume that reliance on customary leasing terms will
result in an equitable lease. This may not be true as
each farm is different and relative contributions by the
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tenant and the landowner may differ. Tenants and land-
owners must review their leases periodically to main-
tain the fairness of the lease where conditions change.
A study of contributions of each party is the best guide
for determining a fair and equitable lease. A few of the
factors that could change the equity of a lease are com-
modity prices, input prices, yields, interest rates, land
valuations, machine and equipment costs and taxes.
A lease should be in writing and should include
enough details that both the landowner and the tenant
or possible survivors will be able to determine the lease
terms. Parties to a lease should also be aware of the
legal ramifications of leasing. It is good practice for
landowner and tenant each to have the lease reviewed
by an attorney to make sure that his or her rights are

covered if misunderstandings or unforeseen problems
arise.
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SERVING THE STATE

ollege of Agriculture

Teaching. . . Research. . . Extension. . . this is the three-fold charge
of the College of Agriculture at your state Land-Grant Institution, the
University of Idaho. To fulfill this charge, the College extends its faculty
and resources to all parts of the state.

Extension. . . The Cooperative Extension System has offices in 42 of
Idaho’s 44 counties under the leadership of men and women specially
trained to work with agriculture, home economics and youth. The
educational programs of these College of Agriculture faculty members
are supported cooperatively by county, state and federal funding.

Research . . . Agricultural Research scientists are located at the campus
in Moscow, at Research and Extension Centers near Aberdeen, Caldwell,
Parma, Tetonia and Twin Falls, and at the U.S. Sheep Experiment
Station, Dubois, and the USDA/ARS Soil and Water Laboratory at
Kimberly. Their work includes research on every major agricultural
program in Idaho and on economic activities that apply to the state as
a whole.

Teaching. . . Centers of College of Agriculture teaching are the University
classrooms and laboratories where agriculture students can earn
bachelor of science degrees in any of 20 major fields, or work for master’s
and Ph.D. degrees in their specialties. And beyond these are a variety
of workshops and training sessions developed throughout the state for
adults and youth by College of Agriculture faculty.
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