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Farm Trends

The United States contains
more arable land than any
other nation.

 Approximately one fifth is used for
crop production (382 million acres).

 About one-fourth of privately held
land is used for grazing livestock
(525 million acres).

» Some 3,000 acres of productive farm-
land have been converted to develop-
ment uses each day for a 4% decrease
in the number of acres in farms during
the past decade. Nearly 987 million
U.S. acres were in farms in 1990;
just under 943 million acres by 2000.
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*A farm is any place from which $1,000 or more of
agricultural products were produced and sold, or
normally would have been sold, during the census
year, according to the U.S. Census of Agriculture.

Source: Census of Agriculture

The 2008 Farm Bill: The Food,

Conservation, and Energy Act of 2008
by Dr. Gary Schnitkey

For landowners, the 2008 Farm Bill adds a new program to protect revenue
and contains many similar provisions to the 2002 Farm Bill. Similar programs
include the direct, counter-cyclical, and loan deficiency payment programs.
Whether to maintain the traditional commodity program or move to the new
Average Crop Revenue Election (ACRE) program is a key decision facing many
landowners.

The traditional program includes direct payments (fixed per acre payments),
counter-cyclical payments (received when national market year average price
falls below a trigger price), and loan deficiency payments (payments on bushels
when posted county prices are below loan rates). The traditional program is
little changed in the 2008 Farm Bill. On corn, for example, the target price
for determining counter-cyclical payments is $2.63 per bushel in the 2008
Farm Bill, the same as for 2004 through 2007 under the 2002 Farm BiIll.

The ACRE program makes payments based on state revenue. Payments
may occur when state revenue, which equals the state average yield times the
national market year average price, falls below the state revenue guarantee.
The state revenue guarantee equals the five-year Olympic average yield
(high and low vyield thrown out when calculating the average) times the
average of the two-year national market year average price. To be eligible for
the ACRE program, participants will also have to show a loss on their farm
(see Figure 1 on following page).

The primary advantage of the ACRE program is that more recent and
higher prices will be used in calculating the state revenue guarantee. On corn,
for example, the national market year average price was $4.35 per bushel
in 2007. The 2008 price will likely be more than $5.00 per bushel. Hence,
the price used to calculate the state guarantee will be much higher than $2.63
target prices and $1.95 national loan rate used in traditional programs.

To enroll in the ACRE program, 20% of the direct payments must be given
up. Most individuals in the Corn Belt receive between $20 and $30 per acre
in direct payments under the traditional program. Hence, the 20% reduction
is about $4 to $5 per acre less in direct payments. Also, the loan rate used
to determine loan deficiency payments will be reduced by 30%. If the national
loan rate is $1.95, a 30% reduction yields a rate of $1.37.

Continued on page 2



Size and Scope

Big picture, the 2008 Farm Bill
represents an increase in spending
over the 2002 Farm Bill. How much
of a spending increase depends on
which projections are used. The
Congressional Budget Office suggests
that the 2008 Farm Bill will cost
$307 billion over the 2008 through
2012 period.

The majority of spending in the
2008 Farm Bill goes for nutrition
programs. Nutrition spending for
Food Stamp and other nutrition
programs represents 66% of the esti-
mated costs of the 2008 Farm Bill

(see Figure 2). This 66% compares
to 41% from the 2002 Farm Bill.
Commodity program spending
represents 14% of the estimated
spending in the 2008 Farm BiIll,
down from 35% in the 2002 Farm
Bill. Commodity spending funds
the direct, counter-cyclical, loan
deficiency, and ACRE payments
made to farmers and landowners.
The amount of this spending will
vary depending upon the commodity
prices used to make projections and
estimates of shifts in participation
from traditional commaodity programs
to the ACRE program. The 14%

Figure 1. Payment Triggers Under ACRE

Trigger 1. State Revenue is less than State Revenue Guarantee

State Guarantee:

Five-year Olympic state average yield
x Two-year average of national market year average prices

X 90 percent

State Revenue:
State yield

x National market year average price

Trigger 2. Farm “Revenue” is less than Farm “Benchmark” Revenue

Farm Benchmark Revenue:

Five-year farm-level Olympic average yields
X Two-year average of national market year average prices

Farm Revenue:
Farm yield

X National market year average price

Lease Dates
to Remember

As landowners review a lease
with their tenant(s), they will
want to be aware of important
lease dates. In many states, the
tenant’s lease is reinstated auto-
matically “as is” unless the ten-
ant is notified by a certain date.
This date should be specified in
a written lease. If a verbal lease
exists, the accompanying tradi-
tional dates may apply. Consult
your farm manager or attorney.

Traditional Verbal

Lease Year*

2008 Farm Bill cont. from page 1

share estimate made by the
Congressional Budget Office repre-
sents historically high commodity
prices, leading to commodity
program payments below those

in the 2002 Farm BiIll.

When supporting the presidential
veto, the U.S. Department of
Agriculture (USDA) used lower
commodity prices than CBO and
estimated that many would switch
to the ACRE program. USDA
assumptions lead to much higher
commodity spending estimates
than do CBO estimates.

Conservation spending represents
9% of estimated spending, up from
7% from the 2002 Farm Bill. The
Conservation Title of the 2008
Farm Bill contains roughly the
same programs as in the 2002
Farm Bill including the Conservation
Stewardship Program (CSP),
Conservation Reserve Program
(CRP), Environmental Quality
Incentives Program (EQIP), and
Wetland Reserve programs. The
2008 Farm Bill increases spending
on CSP, EQIP, and Wetland Reserve
program. The maximum acres in
CRP are reduced to 32 million acres
in 2010. The current maximum is
39.2 million acres.

Summary

Most spending in the 2008 Farm Bill
will go for nutrition programs which

continue to increase in expenditures.
Conservation programs show a slight
increase in spending. Programs to

Traditional Verbal
Notification Date*

Arkansas Jan. 1 -Dec. 1 July 1

lllinois Mar. 1 — Feb. 28 Oct. 31
Indiana Mar. 1 — Feb. 28 Nov. 30
lowa Mar. 1 - Feb. 28 Sept. 1

Minnesota Not well defined. Not well defined.
Consult your Consult your
farm manager. farm manager.
Nebraska Mar. 1 — Feb. 28 Sept. 1
Wisconsin Mar. 1 — Feb. 28 Dec. 1 (90 days advance notice is

required to terminate a verbal lease.)

*Traditional lease year and notification date for verbal leases. In some
states, the lease continues unless notified by a specified notification date.
Lease years and notification dates may vary based on the terms of a
written lease. Consult your farm manager or attorney for confirmation.
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Land Sales and Prices Remain Strong

Do you know what your land is worth?

Land values in east-central Illinois are pushing to new all-time highs! This has been

the result of a general trend upward in values since 1986 in this area. More significant

increases have been seen in the last three years, and it now appears that we are Mac Boyd Winnie Stortzum

reaching a new peak in values for agricultural land. ARA, ALC, GRI ARA, ALC, GRI
The demand for land has been strong because investment-grade farmland has been

yielding a good return from cash rents and crop share leases. Buyers are still looking

for replacement properties to complete IRS code 1031 exchanges. Those buyers often

have land in transition from agricultural to development uses in the suburban areas Farmers Formerly 9
and they have been buying good farmland in east-central Illinois. Favorable harvest National I"' E
prospects and commaodity prices have producers optimistic. Ethanol production and its ACompany. REALE

promotion still are factors in commodity prices. Higher crop prices mean a stronger
bottom line to landowners and operators.

Are you possibly thinking of selling to take advantage of current land prices?
If we can be of service to you in the areas of farm sales, appraisal, or consulting, please (800) SOO'BOYD
give us a call. Let Mac or Winnie, our agricultural specialists, work for you in estimating 109 E. Main St. « P.O. Box 306
the value of your land and what marketing strategy is best for your situation and goals. Arcola, IL 61910

g : 217-268-4434 « Faxline: 217-268-3542
]
If you have questions and we can be of help, please return the postage paid card! Website: " snational.

Thank you! Email: mboyd @farmersnational.com

MANAGEMENT  APPRAISALS CONSULTING REAL ESTATE AUCTIONS

THE AMERICAN SOCIETY OF FARM MANAGERS AND RURAL APPRAISERS awards the titles of ACCREDITED FARM MANAGER (A.F.M.) and ACCREDITED RURAL
APPRAISER (A.R.A.) to those members who have had years of experience, are technically trained, have passed rigid examinations, and subscribe to a high code of ethics.



